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TECHNICAL REVIEW
OF DEVELQOMENT PROJECTS IN EGYPT

The following lroiects. included in the development program of Egypt
have been submitted by the Egyptian Government to the Second Bank Milission
to Egypt (June 21 -' Ju,ly 17. 1951),. as a possible basis for immediate and
future Bank loans:

I. Comprehensive Nile Waters Scheme

(a) Lake Victoria project - in Uganda

(b) Lake Albert project - in Uganda

(c) Lake Kioga project - in Uganda

(d) Sudd swvamps project - in Sudan

.(e) Lake Tana project _ in Ethiopia

(f) Merowe (4th Cataract) project - in Sudan

(g) Wadii El Rayan project - in Egypt

II. Interrelated projects at and near Aswan Dam

(a) Aswan hydroelectric project

(b) Nitrogen fertilizer plant project

(c) Iron and steel mill project

III. Railways replacement and development project

I discussed at length with the Government officials mn Egypt, and
British consultants in London, technical and economic merits of the projects
and I visited some of the sites. The followming is a brief review of t'he
projects.



-2-

Iw Nile Waters Scheme

General - The comprehensive development of the Nile River in accord-
ance vwth a coordinated Dlan wvill provide benefits for all countries in
the watershed with exceptionally important benefits to Egypt. The planning
of the proiRnts in t±he scheme is in the hands of thoroughly comnptent and
experienced consulting firms and as each project nears completion, it has
been +he policy of the nnvArnmen-t to annoint a crommission of internrational
consultants for further study and review of the entire plan. The total
nnc+. of +he comprehensive scheme, +he major part Ou f which should be
completed in 15 years, is estimated at about LE 100,000,000 including a
forer4mim.. r-hn^.ge rn q4ee. of apronm+r L25000,000.

(a) The construction of a dam. a,,d po,,er p}ant at LaXe Vitri r
Uganda is now under way and the local and dovnstream benefits have been
agreed bU,e-enl' '-gaciand - JA r'yI4, ,v.Lit UE4 -4-ntr:.bung about Ti,
million mainly for the overflow damages which will result from increasing

ment decided to meet its share of the cost out of its ovwn resources and
no loan, is required for this project.

(uj The aduuitional. water supply bhat is planned to oe piruviued oy
Lake Albert, in Uganda, will be impounded by a dam vhose construction wiLl

. ~ ~ ~ ~ ~ ~ ~ - I ,_ , . . , . . . I .- ..I begln in l957 and which ip estimated to be completea in l96>.

(c) Coordinated vitn the Lake Albert project and scheduled to be
completed at the same time wrill be the regulator at Take Kioga in Uganda
whose construction wirll begin in l96l, These two projects are estimated
to cost LE 17,000,000 of which the foreign exchange cost vwould be approxL-
mately LE l4,300,000.

(d) The project for the Sudd S..amps, in Sudan, which will increase
water supply by the reduction of evaporation and other losses, is schedu:Led
to start in 1957 wvith completion of the first stage in l965t The ent-re
project is scheduled to be completed in 1976. The Bank has, at the request
of the Egyptian Government, given advice regarding the membership of an
International Conmission of Consultants that will determine the final plan.
The estimat,ed.total cost is E 28,000,000 of which the foreign exchange
cost would be approximately TE 9,500,000.

(e) The Lake Tana Project,. in Ethiopia, will be considered by the
Governments of Egypt, Sud,an aind Ethiopia near the end of this year. It .s
expected that a plan therefor will be agreed upon prqviding both local and
downstream benefits. The total cost in a previous, incomplete study was
estimated at LEU8000,000.

The engineering of the remaining two important projects: the Merowe
Dam, in the Sudan, (already approved by Egypt, the United Kingdom, and the



- 3 -

Sudan), and the Wadi El Rayan Depression reservoir in Egypt is well advanced
4 , +1.k- nn -- -&e4' -. A llr
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waters for summer use and will be integrated in its operation with other
eiements of the overall Nile scneme. The site of the dam is under invest;iga-
tion at this timre. The designing of the dam will be assigned to a Briti sh
consuiting firm already employed by the Egyptian Government for other ma-jor
Nile projects. It is expected that the plans and specifications will be
submitted for the approval of the Egyptian Government at the beginning of
1952. The project could be advertised for international tenders by the
middle of 1952. The project could be completed in 1956. The dam vrill be
a large concrete structure, about 3 miles long and about 300 feet high
above bed rock. It is estimated to cost L 20,0002000 of which the foreign
exchange cost would be about BE 2,500,000. The economic benefits result-ing
from the completion of the project are derived from protection against the
large downstream losses due to floods encountered at present. Substantial
supplementary benefits are also obtained from the additional water supply
that will be avail)able in the low water season for irrigation.

(g) Wadi El Rayan Reservoir in Egypt

The Wadi El Rayan Depression, south of El Fayoum Province, vrill sto3re
flood waters which will be used in the sum-aer low water season to provide
water supply to irrigate additional land to bo brought under cultivation.
The design of the barrage and regulator has been assigned to a British
consulting firm wvhich is now exploring foundation and flowage conditions.,
The wet and dry excavations involved in the inflow and outflow channels
betwveen the river and the depression are being planned by the Irrigation
Department of the Government. All plans are being reviewed by the British
consulting firm. Certain elements of the project, such as roads, bridges
and buildings will be ready for local bidding beginning about December 1,
1951. The principal iltems consistine of the barrage, regulator and the
excavation of canals are expected to be ready for international tenders by
the middle of 1952. The total cost of the nroject is estimated at
EE 20,000,000 of which the "oreign exchange cost would be B 8,000,000. The
economic iustification of the nroiect results from the elimination, of flood
losses and from the additional water supply available for irrigation.

II. Interrelated projlects at and near Aswan D¢m

(a) Aswan Hydroelectric Project

The dam at Aswan, a granite masonry structure, was built originally in
'l n ..'J J.4 U.'fl*J4.jiJ.1 . i4~J . 4 .4 4.S '..4

5
h*tS rto -; f,

that time in order to provide additional water for irrigation purposes and
a141 anlcipati4 o. of the 4 t1. -. Llatio of hy.oelec+ric generating equip,.en.
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To avoid silting during flood season, it is so operated that the resulting
head availcable for power product-ion is reduced from a maximum of 33 meters
to a minimum of 8 meters.

The design and layout of the power plant are affected by these two
unusual feaLtures, that is, first, the existence of a dam not originally
constructed for power purposes and that has been twice increased in height,
and second, the great variation in gross head. -- cause of its vital ilm.ortance
to Egyptian agriculture, the feeling in Egypt is very setrong that no changes
or modifications should be made in Aswan Dam vhioe miE;1t in any way alter
the stresses in the dam or affect its safety in the slightest degree.

A Commission of British and Egyptian engineers prepared studies of
several alternatives that were subsequently revievred by an International
Commission of Sw'liss, Swredish and American engineers. The adopted scheme
for which detailed plans and specifications were prepared by a British
firm, of consulting engineers, was approved unenimously by the International
consultants. International tenders for its construction were received on
July 1, 1951 and are now under consideration for award.

The power generating equipment will consist of seven h9,500 KVA turbo-
generators and 2 - 13,500 KVA units for providing station pow er for auxili-
aries. Miaximum annual generation of power is estimated at 1,6h15 million
K'YH per year.

Excavation for the powerhouse, the construction of the cofferdam and
the stockpiling of the concrete aggregate haveh been completed. Orders
for all major equipment items have been placed in Sw-itzerland, Swveden,
and England. Contracts for the balance of the e-lipmlent and for the power=
house construction will be let by October 1, 1951. It is expected that
the first uinit of this prniAe will be in opt 3 'n h,, the middle of 1'95
and that the project will be completed by the end of 1957.

The total cost of the project, excluding interest during construction,
is estimated at LE 21l51OjOOQ of which the foreign exchange cost Is about
L 9,000,000,

Using the maximum estimated production of l,645 million KHH per year,
the cost of ener- J is computed +^ be the eq_ 'er.t of 0 -.i s T.C. per 7

This cost would be satisfactory for power generated for use in the electro-
c-he.m-lea alnd lcr-e+l-gc'i^a.es

(b)m~ The1 .ivir +ro Fet,liV4zer ,ro,ec'

C.emic. ' Constructiorn Compyany of New York, retained as consultant on
this project, is currently working on plans and specifications suitable for
use ifn requests for blds. Plans and specifications should be submitted to
the Egyptian Government.by August 27, 1951.
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The plant which will be located about 20 4i north of the Aswan Dam
near the Nile and +he raiway s b-d on v1-"- of a;mon, f-o
hydrogen obtained from the electrolysis of water and nitrogen obtained from
J.~lquidL ~'-J.J.* I J.L V.6iIr U4. Upoto OUhe UULJ.C6 VriL.L be con-vert6dV to nitAric acild L

combustion with oxygen, a by-product of both hydrogen and nitrogen produc-
4-4on. ,.mon-,a ari-d nit-ri4c acid irll be 1 ouve to- form aP,s n-'traj-eV- . UWL~n L uJ, JJLidLkL VI.L-L.L UV LU~UU.L±A1VU LU .LIJ.Wi CA1UiUMU1L1±W 1L ;JaL

which will be physically mixed with about 50% of crushed limestone or Nile
mud of- inse rdc 4otinn 205 rl vogn

mu LI _ __:___ -, a f n _J.__ L _ _U Y-_ U t _ U_U1_ _ I 1.LL^. _ __ _ _ 11 _ _ _ _l

The ;apciUtLy of trhu plant, is estimatedtlu ,- aout 3ou tons per day or
about 370,000 tons per year. It will require about 1,350 million hWH
annual'ly-. rovvev(z:, the plant will actually have more than adequate capacity
to consume all of the energy produced by the hydroelectric installation.
It is estimated that the first unit oI this plant can be completed in 1956
and the entire plant brought into production by the end of 1957.

The total cost of the project is provisionally estimated at ;E 25, 000,000
of wJhich = 13,000,000 vwould be in foreign exchange.

If power is sold to the fertilizer plant at 3 US mills per KWH, annuaal
savings in cost of fertilizer produced in the proposed plant over imported
fertilizer are estimated to total the equivalent of about 538 million U.S.
Net annual savings in foreign exchange resulting from the project would
amount to about 1l6 million U.S. The production of the existing plant at
Suez and of the proposed plant at Asvran would make Egypt virtually self-
sufficient in nitrogen fertilizers.

(c) The Iron and Steel Mill Project

The establishment of an Egyptian steel industry was studied by an inter-
national commission in 1949. The report of this commission gives the only
description of this project vhich is available at the present time. It
does not include a geological and mining survey of the Egyptian iron ore
deposits. The Government is considering the retention of an international
consultant but has not yet made definite selection.

The project, as conceived by the commission, involves the use of ore
from the AswaSn area delivered by rail and handled in the conventional manner.
Pig iron would be produced in four or five electric furnaces. Steel 7would
be produced in three Thomas converters according to standard practice for
this operation. Two rolling mills, a small blooming mill and a sheet bar and
billet mill, would be provided at Aswan. These mills wn%ould be conventic)nal
in design. Gas fired soaking pits and reheating furnaces would be used.. The
rolling mill for finished products would be located at Cairo. This plant
would eonsist of reheating furnaces for the se-mi-finished steel from Asran,
a light plate and sheet mill, a merchant and rod mill and one or more wire
mil]$q. Snran and scalp from ths, mill wonld be returned to Aswan for
processing into steel.
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The capacity of the Aswan steel plant has been fixed on the basis of
the average firm power available from the proposed Asitran power plant. This
is estimated at 44,400 K*8T which wrill generate 390 million KUHO This energy
will produce about 137,000 tons of pig iron per year, which, in turn, wi:Ll
produce about 115,000 tons of finished steel products of the types contema-
Dlated0 The use of all firm Dower for the steel Dlant would necessitate
the closing dovn of the proposed fertilizer plant during four months of
high flood.

Since little engineering has heen done on these nroiects as vet; on:ly
rough cost estimates are available. Based on these estimates, the cost per
ton of snnrnil cfapctv w.Aould be about 4370 whinh is high empnaedi wit.h ,
large blast furnace works producing similar products,

The Minister of Finance agreed that the Bank Ilission should not give
further consideration to this project at+this t 4n J

III.* Pn41,rr aJ an-ayt replacemenvt anA Anv l ,-o pmn+ nr 4t

Th1e ,i4 sy'tem, o o'.e Am.r.ed by t-he -4lM ..ent, i s+anda gaug a

totals 4,21.0 kilometers. In 1950, it carried 57,618,000 passengers and
tra4n Spor4eeA 7, tor.s oAf goods. AboutIQ -4. reeU--L-ts- - 4L' 4--te l

passenger and cargo traffic was handled in the "Delta Region," north of
Cairo, lincluduAlgthe Suez Area. M1ZC

Di-n-g the period Of the second w orld -ar, 4 1939 to l9h, the 4 g-yptian
State Railways system was called upon to meet tremendously increased require-
men-us o0l rOti el d"i D1 U mLAtary UfrI1nsr. s 4lce 1.U was prbL;Ct"y -,

possible tc) import rolling stock and track during the vrar period and for a

few years t1herealfter, it wras necessary to maintain the existing rolling stock

continually in service.

A study was made of the condition of the system and a program laid out

for essential renewvals of roLling spock aboove 30 years service arnd of rails

over 40 years in service. The study included the necessary extension of

sheds, mairnTenance and repair shops, as well as new installations to service
the new units and the systemg. The foreign exchange cost of the most urgent

replacements and shops is estimated at 1; 13,000,000. This amount wrouldc be

spent over a five year period.

In addition, the Railways program provided for new lines, a petroleum

pipe line from Suez to Cairo, and electrification of suburban lines esti.-

mated to cost a total of about ,E 18 ,C00,000 of wvhich the foreign exchange

would be TE 10,2000.000.

While the detailed engineering studies of all of the items in the

program are not ready for Bank review, the urgent renewals and shops projects

can be prepared for consideration within a short time. The necessary financial

information is being prepared and its submission has been promised by the
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Egyptian State Railways in the near future.

Conclusions and recommendations

(a) Available information on the Merowe dam and jYradi El Rayan reservoir
projects lead me to conclude that, from -the technical poinmt of vievr, both
projects have been soundly conceived. I recommend therefore, that, when
technical reports and specifications have been completed, the Bank should
consider these projects as a possible basis for a loan.

(b) I consider that the Lake Tana reservoir project should be restudied
so as to irLclude possible benefits for Ethiopia. I recommend that, once
a technical agreement between the Governments of Egyptv Sudan and Ethiopia
has been reached, the Bank should assist the Governments concerned in the
selection of consultants for a new study of the project.

(c) I consider that the povwer project would be justified only if a
sound fertiJlzer industry was established near Asvwan. I recommend that,
when the report on the fertilizer plant has been completed, it should be
studied by the Bank to determine whether this and the power project could
be considered as a possible basis for a loan.

(d) I consider that the iron and steel mill project at Aswan is
neither technically nor economically sound, and should not be considered by
the Bank.

(e) I consider that the replacement of railway rolling stock. track
and modernization of shops is urgently needed and I recommend that a rail-
way consultant be emnloved to make survey of the roll{no stock. nermanent
way and a study of the shop requirements.

R. A. Theeler

Au.-u st 97, 1951
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CURRENCY EQUIVALENTS

£E I : $2.87156 v
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$ 1 l £E 00348242
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BASIC STATISTICS

Population and Cultivated Area

Total population 23 million
Cxutivated area 6.2 million acres
Population en-aged in agriculture 8.7 million
land per caput of popu7Lation in agricuture 0.7 acres

National Income: ES 857 milliorn (1953)

Output

1949 1952 1954

Cotton yarn (thousand tons) 54.3 55.7 64.3
Cement (thousand tons) 876 947 1,237
Index of agricultural Droduction

(1946-50 = 100) 106 106 98 (1953)
Raw cotton (million kantars of 45 kg.) 8.9 9.9 7.9

Balance of Payments (4E millions)
1950 1952 1954

Exports 8l8.5 /145.6 / 140.0
Cotton (149.8) (126.4) (113.1)

Impor V - 221.7 - 210.5 - 150.0

InvisibLes (net) / 19,2 f 19.5 / 15.0

Balance - 14.0 - 55.4 / 5.0

Monte Su-oolv. Bank Credit and Prices

1950 .192 1954

Money Supply (E millions, at end of year) 360.5 367.1 361.0
Bank Credit (-E millions, middle of year) 70.4 87.8 90.3
Index of Wholesale Prices (end year) 376 343 342
Index of Cost-of-Living (end year) 306 296 283

Government Budgets (4E millions)
1951-52 1952- 1535 1954-

Receipts 194.0 198.1 197.5 221.8
Expenditures 232.8 208.4 233.1 274.4

Balance - 38.8 - 10.2 - 35.6 - 52.6

-i-



SUMMARY AND COYCLITSIONS

1. The continuing problem of Egypt, a deinsely populated country of
23 million people, is to raise output commensurate wirth the growth in popu-
lation which has already attained an annual rate of 2.5% and is likely tc
increase further in view of current trends in birth and mortality rates.

2* Despite a relatively static agricultural production over the
last few decades, Egypt has managed to maintain its admittedly low living
standard thanks largely to the substantial progress of its manufacturing
industries, Further economic de-velopment, however, is now primarily de-
pendent on a considerable exparnsion of agriculture. The possibilities of
supplying the domestic market vith manufactures which can be readily pro-
duced in Egypt without unduly high cost have in large measure been ex-
hausted, and Egyptian industry, witth minor exceptions, vwll be unable to
compete in the foreign Tnarket for some time. WlJhile some new industrial
projects will undoubtedly be launched and the government is promoting two
large ventures for the production of nitrogenous fertilizer and iron and
steel, the future expansion of industry is likely to be slower than in
the pas-t unless the purchasing power of the domestic market can be greatly
strengthened. In the production of minerals no substantial increase in out-
put can be anticipated, except, to a limited extent, for iron ore and, per-
haps, for petroleum. In the last two years the goverrment has granted many
concessions for oil exploration, and there is reason to believe that
petroleum output, after a probable decline in the next two years, may rise
to a level approAimatling present consumption of petroleum products. WMhe-
ther or not Egypt will be able to produce oil for export will largely deperd
on the outcome of exploration in the western desert.

3. In the past Egypt has viitnessed a growing population pressure on
the available land wlhich the agrarian reform measures novw being success-
fully carried out cannot in the last analysis mitigate, hovwever desirable
the social consequences of these measures may be. An expansion of the land
under cwltivati.on wh ich in Egypt is s5yrn1lYMUs with irrigation, is an
inescapable necessit-y. The government has launched a well-conceived pro-
gram to raise yields both through improvement of drainage and the dis-
semination of better seeds, but the possibilities are limited, for Egypt
already has a highly developed, intensive agriculture which achieves some
of the highest yields in the world, For this reason it has pinned its hopes
on the great expansion in thae irrigated area which would be accomplished by
carrying out the Sadd el-Aali project,

4. Tha present government is tackling the problem of economic de-
velopme±at with great vigor. In many respects its determination to dO
somethii.g for the economic and social advancement of the country has given
the peorcle, long accustomed to indifferent, dishonest government, new hope
for the future, At the sane time these development efforts have created
new and serious probl.ems.

4011~~~~~~oi 



5. The governmentts development programs have been sloivly gathering
momentum under economic and financial conditions vhich up to the present
have been generally favorable. Government r-eceipts and expenditures have
apparently been kept in balance during the last two years despite rising
outlays on developmient; and the balance of payments, wuhich was characterized
by increasingly heavy deficits in the three years 1950 to 1952, showed a
small surplus in 1954. In large measure this improvement has been due to
the reversal of the previous government's disastrous cotton marketing policy
under wrhich large stocks had been purchased at high prices, thus limiting
exports and supporting domestic purchasing polwer and the demand for imports
at a high level. In some measure it was also attributable to the curtail-
ment of supply transactions by which prices of other farm products had been
supported and the cost-of-living subsidized.

6, in the last two years the liquidation of stocks of cotton and
probably other commodities have greatly assisted the government in meeting
rising development expenditures without serious financial strain. In the
future, however, the problem of financing will become increasingly acute.
The governmient has undertaken heavy financial commitments in connection with
development projects in all fields - railway rehabilitation, roads, inland
waterways, coimmunicationsi rural community centers, schools, hospitals, pot-
able water supply, agricultural development etc. No doubt all of these are
highly desirable and many are really needed to overcome the consequences of
neglect in the past. Yet in its desire to move ahead on all fronts the govern-
ment had adopted a rather pellmell approach to development with little con-
sideration of the financial resources likely to be available in tle long run.
If the Sadd el-Aali project, which wvill probably entail average &nn-al ex-
penditures of BE 30 million (ca. tp86 million) over the next 10 years, is now
also to be undertaken, a thorough review of development programs and fin-
ancial resources will have to be undertaken in order to ensure an appropriate
balance between the tw-o. Over-all planning, establishment of priorities and
careful budgeting of resources -wicill become increasingly urgent in the next
year or two. To some extent there is a'rcady an awareness of this need vjithin
the government, and a determination to give Sadd el-Aali priority over all
projects. At the same time the pressures to carry on with all programs with-
out restriction are also strong.

7. Any assessment of the resources available to finance development
over the next decade, during which expenditures on this account will be
particularly heavy cannot be made at this time vith any exactitude. In terms
of rough magnitudes, however, it is not improbable that Egypt will be able to
marshall, apart from foreign borrowJing, on the average almost B~E 35 million
per year, including SE 2>5 million from the ordinary budget, E 10 million
from the utilization of foreign assets which are still very high ' 15
million through public loans, FE 3r5 million from certain extraordinary
resources sucih as the confiscated property of the former royal family and
T-E 3.5 million through foreign aid. From its owvn resources Egypt should be
able to finance about half of the foreign exchange component of the public
investment in Sadd el-Aali. Except for the anticipated draft on the country1s
foreign exchange resources, the country should not resort to deficit
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financing through the banking systen since this would quicklyr lead tc an
uncontrolled expansion of money supply and, in view of the country7 s limited
capacity to increase output over the next decade to an excessive demand f'or
imports and a substantial inflation of prices.

8. Even with the help of foreign borrowing, the couintry will be able
to find the resources to carry out the Sadd el-Aali project only if the rest
of the developmient p;rogram is severely tailored to the available resources.
Heavy external outlays will undoubtedly strain the balance of payments during
the next decade. The use of 3iE 100 million of the country!s large foreign
exchange reserves should, however, go far toward bridging a deficit during
this period, Moreover, a considerable amount of U.S. aid will be available
over the next few years because nearly all of the £4o million allocated in
1954-55 remains undisbursed and additional allocations may be forthcoming.
The balance of payments will undoubtedly depend to a large extent on the
governmentts policies with respect to the marketing of cotton which still
accounts for over O0% of the country' s export proceeds. 114hile the govern-
ment has undoubtedly fixed cotton export prices at too high a level in the
current season, new,T policies announced lor the 1955-56 season afford ground
for thle hope that it will be less inclined in the future to interfere with
the smooth flow of cotton into the world market.

9. Provided the Sadd el-Aali project is carried out as envisaged in
the project report and some further industrial development takes place, the
long-term prospects of the balance of payments should be reasornably favorable.
The expiration of the Suez Canal concession in 1968 will provide the country
wth additional foreign exchange income of about BE 15 million per year and

the prospects of higher earnings from the tourist trade are also bright. While
the prospects of oil prodaction are necessarily uncertain as yet, it is likely
that, with some increase in output the savings in liquid fuels consumption
arising from the development of lhydro power, the country will be more self-
sufficient in the long run.

10. In about 15 years, foreign exchange receipts and payments may
be expected to balance at a level of about WE 275 million or approximately
25 per cent higher than in 1954. Ifithin this total Egypt sho-uld be able to
service a reasonable foreign debt, particularly, if some of the uncerta .nties
inherent in the outlook are resolved favorably over the coming years, The
government now has virtually no foreign debt.

11. While there is no prospect that Egypt will be able to pay for
necessary dollar imports out of its own dollar earnings, the country has been
continuously successful in importing a considerable voluine of dollar goods
against pay-ment in non-dollar currencies. It is reasonable to expect that this
,,ill also be possible in the future, particularly since EuropeTs dollar posi-
tion may well be easier than in the past. 1MAoreover, Egypt still has a
substantial reserve of around 0220 million in gold and dollars which can, if
necessary, be used to make necessary dollar payments. Thus, wvhile prudence
would dictate that as much as possible of any foreign debt be contracted in
non-dollar currencies, some dollar debt service may be possible.
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THE ECONOMIC DEVELOPIEW;NT CF EGYPT

I. INTRODUCTION

Egypt writh its 23 million people is one of the most densely populated
countries of the world. Although the to-tal area of the country is about
one million square kilometers, virtually the entire population is concentrated
within 36,000 square kilometers, an area only 10% larger than the Nether-
lands. This inhabited region is confined to the 1,500-kilometer Nile Valley
and for the most part is only 2 to 20 kilometers wrride, fanning out below Cairo
into the Delta which at the Mediterranean reaches a breadth of 200 kilo-
meters,

Of the total population 68%, is classed as rural and 32% as urbani/
Over half of' the urban population live in the tio principal cities of Cairo
and Alexandria which together probably have some 3.8 million inhabitants.

The rich alluvial soil of' the Valley brought down by centuries of lile
J"loods is the principal asset of Egypt. Since Egy:pt enjoys virtually no
rainfall except along the narrow IMediterranean litoral, agriculture is wholly
dependent on irrigation from the Nile. The yield of the soil, however, is
very high, and a sumny, warm climate the yaca-;.-arou=d makes possible comtinuoas
cropping limited only by the available supply of vwater,

Aside from thaese agricultural assets, the country apparently has only
modest natural resources. Some petroleum is produced - enough for about 60%
of Egyptts needs - and it is possible that prospecting and drilling now being
carried on may yet result in a rich strike. Phosphates and mangalnese exist
in sufficient volume to permit some export; and significant quantities of
iron ore have been discovered in Upper Egypt. Small amounts of other
minerals are produced, but there is little evidence to suggest that Egypt
possesses great mineral wealth.

Owing to the heavy pressure of copulation on resources, Egypt has
remained a poor country. According to the official estimates, which may
rell be inflated, per capita income in 1953 was bE 39 ('112). Since there

are wide disparities in income, 90% of tne people live in great poverty.
Average vweekly vwages in manufacturing are :-E 1.9h ('5-57), in trade and
industry as a whole BE 2.23 (;6.40), and in agriculture, about 6E 1,00
(, ,2.37). Daily food consumption averages about 2,300 calories per head, and
per capita consumption of cotton textiles is 2.5 kg. per year. Health and
educational standards are low. The death rate is still close to 20 per 1,000
and the infant mortality, officially recorded at 124 per 1,000 live births, is
probably almost twice that high in reality. Half of the total population and
most of the rural population are affected by endemic diseases such as bilharzia
and ankylostomiasis (hookworm) and, to a lesser extent, malaria. Seventy-five
percent of the population is still illiterate and less than half of the
children of primary school age actually attend school.

Only the population of the Governorates of Cairo, Alexandria, Canal, Suez,
Damietta and the provincial and district capitals is classified as urban.
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Thne Po7.alation Probleir

While it has always been difIicult to expand output as rapDidly as the
population increasbs, this problem nay well becore more acute in the future.
In the decades imrediately preceding the second World War, both the Wirth
and the death rate tended to be rath7er stationary. In tlhe decades before
1927 and 1937, for instance, the increase in population was rather modest
- 11 and 12% respectively. Sirce the war, however, the annual rate of growth
has been between 2 and 2.5%. While the birth rate, which was about 43 per
1,000 before the war, has showm a slighat tendency to rise, the death rate
has markedly fallen - from a range of 25-27 before the war to 18-20 in recent
years. The infa-at mortality ilate has also been dropping.+/ Improvement
in 'zublic health has undoubtedl'y been responsible for this trend.

Expnerience in underdeveloped countries points to the probability that
the death rate will continue to decline more raridly than the birth rate.
In fact, the birth rate mya well rise, for thae. population is0still becoming
"Younger". In 1947, 49% of the people were less than 20 years of age. This
faot,ocombined with the effect of,,a continuing fall in the still high infaznt
nortality rate, will tend to inciease the proportion of people in the fertile
age groups, The death rate, and particularly infant mortality, is likel,y to
drop w.rith improverents of environmental sanitation and more effective attacks
upon endexnic diseases. The present government is inltent upon raising the
standard If public health by building a large nul=er of community centers
incl-ding hospitals and clinics and by providing pure drinkcing water to all
Egyptian villages. At the same time the campaign against endemic diseases,
supported by foreign technical assis'tance, is likely to make progress. All
these measures will help to reduce th'e deat-h rate even thouagh no draniatic
or quick results can be anticipated.

In the long run a decline in thne death rate may also bring in its train
a reduction in the birth rate. In Egypt, as in -most underdeveloped countries
of the I4iddle East and Asia, childrern and especially male children are still
regarded as a form of "old age insurance"l. If it; beco.m,,es clear over time that
the "t survival rate" of male children is imuroving decisively, th1ere will
presum.ably be a greater inclination to limit births. The actual adoptio-n of
birth control, however, depends on finding an effective, cheap and simple
method.

Thle present government is keenly aware of the population problem.
Ar, special cormittee has been studying its economic implications, and .he
establisihment of 12 birth control clinics h1as been authorized. Among Mboslems
there appears to be no significant opposition to birth control onyrieligious
grounds. It is realized, however, that there are no easy or rapim$u.eans of
reducing population growth. Over the next two decades at least the country
faces the prospect of a further rise in the rate of increase. Even assuming
that the rate of growth is maintained at only 2.5% in t1he first decade and
rises to 2.6% in the following decade, the population by 1975 will be
37,182,000 or 61% greater th.an at present.

l/ See Table 1 on population movement in the Statistical Appendix.



-3-

Such an increase 4ln the population would not necessarily mean that a
fully equal rise in national income wFould be necessary to maintain present
living standards. W.\.ith the decline in the infant mortality rate the popula-
tiorn will for a long time becomae progressively younger and with the rising
proportion of childrer in the population tlhe same standard of living standard
can probably be retained on the basis of a somewhat lower cons,,unption per
capita than at present. The seriousness of the projected growth in popula-
tion is also to some extent mitigated b,y the fact that the improvement of
health and extension of life which -will bring about the decline in mrortallty
rates and the increase in populatlon will also reduce the personal distress
which a hiEh incidence or disease and mortality bring in their wake.

In the last two decades it has apperently oeen possible to maintain
the standard of living despite a growing population. Thus present consunrp-
tion of foodstuffs, tea and coffee, cot-ton goods and soap is about the same
as prewar and that of tobacco is even considerably higher. 1/ Evidently,
as will be irdicated later, this has been made possible largely by the
conparatively rapid e)xpaision of the non-agricultural sectors of the econonry.

With the more rapid growoth in population anticipated for the future5
the quesuion is posed whetner and to vhat extent production arid income cal
continue to keep pace with the increase in population. For this purpose it
is necessary to exemine the development of production in the past and the
production potentialities for the future, and to assess the resources, both
puUlic and private, which might be mobilized to support the necessary rate
of development.

1/ See Tables 2 and 3 in the Statistical Appendix.



II. AGRICULTURE

Agriculture has always been the dominant occupation of the Egyptian
people. In 1953, 8.3 million people or well over half of the gainfully
occupied population were engaged in agriculture and animal husbandry.
Agriculture contrioutes about 90% of Egypt t s exports. According to of-
ficial estimates compiled for 1948 and 1953, agriculture and animal hus-
bandry contributed about 30% and 32$ of the niational income for these
years, but it is quite probable that agricultural income lwras some^rhat
underestimated and that income in other sectors was overstated, In any
event agriculture indirectly accounts for a considerable proportion of
th e i n c-o me. generated in such sectors as trade and finance, trans-
port, industry and government.

Population Pressure on Land

As Table 1 indicates, the area of cultivated In nd, and the cropped
area have expanded much less rapidly than the population. From 1897 to 1953
the total population increased by 283% while the cropped area rose by only
38,; and from 1937 to 1953 the population rose by 38% while the cropped area
increased by 12io During the first period the cropped area per inhabitant
fell by about 30%0 and in the second by about 20%. The pressure of population

Table 1

Population and Agricultural Area a

Cropped Area
Total No. Engaged Cultivated Feddans per Head

Population in Agriculture Area Area Tota : Engaged

(boo0) ('000) (7000 feddans ( 000 fedda-i Popula- : in Agri-
tion : culture

Total in 1953 21,935 8,340 6,109 9,322 0.h2 1.12
Compared with:

1897 383%io n.a. 1215 138% 0.61 -
1937 138,%, 112% 116% 112% 0.52 1.12

a/ For more detailed figures, see Table 4 of Statistical Appendix.
b/ 1 feddan = 1.038 acres.

on the land has produced a considerable exodus to the cities and has led
to chronic unemployment and underemployment in both rural and urban areas.
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Land in Egypt is predominantly farmed by peasants working small holdings
wzith the use of hand implements and animal drawn plows. Irrigation is usually
by animal-povered waterwheels or saqias and man-operated lift devices of
various hinds. In 1953 there te r e 0,850 tractors in Egypt. Even large
properties have ganeially been farmed br tenants in small plots rather than as
integrated units. In 1952/53, 63% of the agricultural land was farm, ed by
tenants of whom aoout 7 2% paid cash renits and 27% w.ere sharecroppers. anr.d
hunger led to a steady rise in rents from an ave-age of ;E 7.17 per feddan in
1i35-39 to ;E 29.90 in 19511'52 - an incr.ease of more than 300. as compared
w.,ith a rise in the wholesale price of food products of only? about 225%,, T Tith
land owTnership unevenly divided the bulk o-C the peasants owm only a fraction
of the -cultivated land. Table 2 below, giving the distribution of oanership
before enactm.ent of the agrarian reform law in 1952, shoirs that peasants owning
less t'hian 5 feddans of land represented 95 of th-e total number of landowmers
but owmned only 35% of the total area, while those ow,,ning 200 feddans and over
were only 0.08% o£ the total and o.wned a little over 20o of the cultivated
area. As many as 1469,167 peoPle or 53%; of thie total number of landoT.ners
oamed less than 1/2 feddan each..

Table 2

Land :nership in Egypt In 1952
(before Agrarian Reform KThw7 

Size of Holding No. of Landowmers Area Oned
.fedans) nt0000 feddans)

TUn.er 1 1,901,339 # 770
1 tlo 5 ... M 617,860 1,3 3.2
5 to 200o 159,3h7 2,661
200 to 300 1,835 625
800 to 1,0oo 92 87
1,000 to 2,00C 127-' 220
Over 2,000 61 277

2,76o,661 5,964

Agrarian Reform

High rents and unequal land distribution,prompted the new republican
regime to enact an agrarian reform law in September 1952. The provision of
the law hav:.ng the wi6eSt inpact was that fixing rentals at no more t'±ian
7 times the basic land tax, or, in th' ase of crop-sharing, at a maximum of
50,% of th-e crop after dle&.ducting all expenses. T'his led to an immediate re-'
du.ction of rents affecting approximately h million tenaants. In some cases
rents were cut by as much as one-half, alt'hough the genderal average rent per
feddan ir 1953/5h, after the refor-m, wlas ;2 20.5!4 as compared with Q 29.90
just before the reform.

The most striking feature of t1he law, hlowever, w^Tas that limiting the
size of landholdings to 200 fed6ans per family unit or respectively 4b 250 z:
and..300 feddans in case of Camilies nith one and, mo-re than one child, WTith
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a few exceptions, land in excess of these limits was to be taken over by
the goverrnment and redistributed provided the owners did not themselves
sell it in accordance with certain stipulations. Thle indemnity to be
paid by the government was fixed at 70 times the basic land tax, sub-
stantially belov the prevailing market price for land. Owners wvere to
be compensated in the form of 30-year bonds carrying 3% interest. The
government was to sell the land to peasant-cultivators in such a way as
to bring their holdings up to a maximum of 5 feddans and at a price equal
to that paid 'by the state plus 15% to cover costs,l/ The beneficiaries
were requircid to pay over 30 years and to pay 3% on the outstanding
balance so that the governrment would have sufficient funds to meet serv-
ice on its agrarian reform bonds. The whole requisitioning and redistri-
bution program was to be carried out in five years.

The Higher Committee for Agrarian Reform established to supervise
the execution of this program has on the whole carried out its task in an
intelligent and constructive manner. After allowing for exemptions and
some 95,000 feddans sold by owners themselves, about 420,OCO feddans of
land are subject to requisitioning and redistribution. This includes
180,000 feddans of land belonging to the former royal family which was at
first subject to expropriation loith compensation but was later confiscated.
Of the total, the government had taken over about 300,000 feddans by the
end of 1954 and redistributed over lOO1,OOO eddans. Issuance of bonds,
however, has lagged, for by the end of 1951L only BE 11 million was out-
standing against a required total of WE 37 million. Nor had the Com-
mittee made any arrangement up to Mlarch 1955 to make amortization pay-
ments on these bonds, Ultimately about EE 120 million of bonds are ex-
pected to be issued.

The redistribution of land, which will probably benefit about
200,000 famdlies, has been carefully planned so as to create the minimum
possible disturbance to irrigation and drainage systems and established
cropping patterns. The government has utilized the agrarian reform as
a vehicle for giving a further stimulus to the cooperative movement,
which is already muc1 farther advanced in Egypt than in other countries
of the Middle 2/ In each locality the beneficiaries of the reform
are organized into agricultural cooperatives which provide farmers with
the requisites of production, organize the cultivation of the land, assist
in marketing and render other agricultural services. Perhaps a more
dubious feature is the government's insistence that these cooperatives,
which at least in their initial stages operate largely under its control,
employ tractors at least for the initial plowing of the land. It is
contended that this replacement of animal power, which w,ould also be pro-
moted by the substitution of pcGer pumps for water wheels in irrigation,
-would result in substantial savings in animal feed and a considerable in-
crease in the productivity of livestock which would no longer be kept
primarily for draft po'er.

1/ Orchard lands, however, wvere to be distributed to graduates of
agricultural institutes in parcels up to 20 feddansv

2/ In 1953 there were 1756 multi-purpose agricultural cooperatives
having a memberslhip of 752,320, total capital and reserves of ;E 7,210,290
and a volume of business anounting to BE 7,000,000.
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By and large t'he w,hole agrarian reform program .will probably be carried
olut without significantly di-sturbing agricultural output. The program has
been socially desirable in thlat it has raised to somre extent the depressed
incomes of the peasants affected. 3ven tAose '-io have acquired new land -nder
the law enjoy hi_Zher net incomes, for tne annual charges on thaei-r land are
less -han the rent t'er formerly paid. It is realized, howTever, that agrarian
reform hardly provides a long-term "solutiorY'. Unless the land hunger is a
appeased by greatly expanding the area under cu ltivation, there w-ill inevitably
be furt1her fragmentat4on of landc holdings and pressures will develop for
higher rentsc There are already signs that t'he demand for land is so great
that a considerable number of proprietors nave been successful1 in concluding
clandestine arrangements with their tenants callIng for thle payment of rents
high1er thnan the legal maximum. Tie shift in income from the larre landed
proprietors to tlhe peasant cultivators which has been lbroug-ht abcut by agra-
rian reform may acrversely aff+ect savings and investment, since peasants
presumably terd to con.sune all or nearly all of their inco-i.e. On the o-tlher
hand, 'che large propert-r owmners often used a lX e anount of t-eir incomes
for conspicuous consumption or for investments, such as in luxury hoousing,
whi ch w¢ere not highly beneficial to the econonT,. There are some indications
kChat peasants are saving some of thei, increased income, and the governmfient
is anxious to encourage this trend. For instance a scheme has been drawn up
whereby the beneficiaries of land distribution Tould invest thie difference
between t,.he rent the->f f'ormerly paid and the annual charges on newly acq'lired
land in bonds of thie Federation of' Cooperatives.

Trends in Agricultural Output

Despite the growth in population abricultural production and income
have been virtually stable over the last tiio decade&. A new, index of agri-
cultural output recently calculated by th'e i7aticnal Bank of EKTt, using7
weignts based on relative 1946-50 crop values, inldicates thlat th'e total
prod.'uction of all field crops in 1,953 was about the same as the average for
1935-39. T:iile t'hie gross income from agriculture and animal hlusbandry rose,

Table 3

Index of Agricultural -Production
- l 

Index for 10 Index for All
Year Principal Crops 'ield Crops

1935-39 (Aver.) 101 99
1945 84 86
1947 92 93
19h9 106 106
1951 99 97
1952 107 106
1953 99 98

in current prices, from LE 101,5 million in 1939 to ;EE 370.2 million in
1953-54, the real increase, taking into account the intervening rise in
prices, was probably very small,
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The stab.lity of agricultural output in the face oP an increase of
over 10% in the cropped area has been due to declining yields attributable
to a combination cf factors including poor dra-inage, ceterioration of seeds
and probably some loss of soil .ertility, There is some indication that
this decline has been halted and reversed. It should be noted that yields
are still among the highest in the world. The high productivity of Egyptian
agriculture results not only from thLe high fertility of the alluvial soil,
but elso from tne practice of excellent crop rotations including soil-
building leguminous crops, the use of berseem or Egyptian clover for green
manuring, the continuous application of considerable quantities of fertilizer
and manure avid generally intensive cultivation0

Cotton

Cotton is the most important agricultural crop. Although occupying
only about 18% of' the cropped area, cotton accounted for 35%, of the gross
value of agricultural production (i.e. exclusive of livestock) in the two-
yea. pcriod 1952-53 iMore important, cotton contributes over 80% of Egypt's
exports. The price of' cotton and government marketing policies respecs'ing
this commodity not only determine the tread in the balance of paymen-ts, but
have an important effect on government finances and on the vol-ume of bank
credit outstanding.

The cotton produced in Egypt can be classed, by staple lengths, into
the follo-iring categories: extra-long staple, 1-3/gIY and above, represented
almost entirely by the Karnak variety grown in the Delta; long-staple, 1-1/h"
up to 1-3/8", principally the Giza 30 variety; and medium-staple, 1-1/8P
up to 1-1/4h1, represented almost enti-rely by the Ashmouni variety. The first
and third of these are by far the most important, each amounting for somewhat
over h4%,of the crop, vwhile the second contributed only around 15% of the
output.2/ Although Egypt produces only about 5% of the world's cotton, it does
contribute 60% of the output of extra-long staple cotton and 45% of the long
and sMedium-staple cotton.

Because of their superior staple length, all Egyptians cottorns fetch
premiums over the shorter-staple American cottons. The demand for extra-long
staple, whaich has certain specialized uses such as in the manufacture of threed,
tire fabric and fine cloth, has proved rather static. The long-staple competes
to a considerable extent with extra-long staple. Finally, the medium-staple
is used for virtually the same purposes as short-staple cotton. Its output
and export can be expanded provided the premium over short-staple is not too
great.

The production and marketing of cotton have been closely controlled by
the governu..ent. Despite restriction of the acreage, Egypt emerged from the
war vrith large cotton carryovers which were successively reduced until they
reached a log of 911,000 kautars / (l88,775 bales o.' 478 lbs..net) at the

j Production and export of cotton by staple lengths is given in
Table 5 in the Statistical Appendix.

2/ 1 Kantar = 99.05 lbs. or 44.9 kg.



- 9 -

beginning of the 1950-5l season. 14ith the advent of the 'horean boom the
government removed all acreage restricti-ons in l95 . PILces shot up, aided by
speculation on the Alexa!andria futu,res ma2dket and the establishment., i-na-Larch
1951, of floor prices at which th-ie government w as prepared to buy any unsold
balance of the crop. As a result exports fell shlarply in 1950-51 and 1951-52,
and by the beginnirng of 1953-54 tile carryover had mounted to 3,443,30,00 kantars
of wmh-ich the gover-rnmrAent held ?,680O000 kantars. At thae saime ti½ne th-e balance
of payments developed a .rowing deficit and the government got into selious
financial difficulties. A drastic revision of policies became imperative in
1952. Acreare control was :re-established, and in November 1952 the Alexandria
futures exchange wqas closed and the government assumed comnlwplete control over
marketing. Under the syster., .whicIi has prevailed si,nce then local merchants
are free to buy cotton at any -:9 ce. They re.st, h;ever, "pass1 1 all cotton
through the U'gyrptian Cotton Co-mission wrhich sets for each season Irs IYMniunnL
buying price and. a?so its re-selling prices. The latter are fixed on tfhe basis
of the nearest TTew York futLres contract price of American cotton wTith preniiums
for mnedium a-nd long stvaple and due allow.ances for grades.J/

Table h

Cotton: Su-oplyr and BDistribzution
t.antars thousands)

Season SuTiply D_istribution
Carryover Production Total Exports Local Total

Govt. Stocks Total Supply Consumption

1937-38 11,009 8,922 511 9,433
1938-39 8.3)4o 8,484 570 9,05L4.
1946-h7 7,82h 6,066 13,890 6,59 1,099 8,o54
1947-48 5,836 6,370 12,206 7,798 1,182 3,980
1948-49 3,226 8,900 12,126 7,883 1,44T4 9,327
1949-5o 2,226 8,704 10,930 8,848 1,286 10,l134
1950-51 21L 911 8,500 9,411 6,426 1,352 7,778
1951-52 1 ,11. 1,633 8,076 9,709 5,822 1,456 7,278
1952-53 1,816 2,180 9,922 12,102 7,101 i,530 8,630
1953-54 2,6C0 3,1 43 7,0 82 10,524 7,223 1,629 8,852
195h-55 362 1,672 7,700 9,372

These new measures were effective unD to thie present season in ensuring
the ma.xceting of adequate quantities of Egyptian cotton abroad. Both the
minimum buying prices and the selling prices were set at reasonable levels.
Exports rose substantially and, since production w,as also reduced, the govern-
ment ias able to liquidate alnost all of its cotton stocks. Dy the beginning
of the 1954-55 season the "statistical position't had i:rproved so much that the
government rielded to the temotation to raise prices. The goverlnent increased
the ECGGC buyinr prices by 10-12% w4hich apnarently encouraged the withholding of

1/ For the buying and selling prices of the Egyptian Cotton Connmission,
see Table 6 of the Statistical Appendix.
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cotton from the market in expectation of a further rise in prices which failed
to materialize. In fixing se'ling prices it also raised the premiums over
American cotton prices from 30% to 40% for Karnak ard fron 5% to 121% for
Ashmouni. These pr-ices have proved to be too high .l/ Thus by7 June 8, 1Q55,
only 4.01 rillion kantars had been enmorted dur.inqr the l9154-55 season, as
compared with 5.89 m.illion in the corresponding part of the previous season.

Realization of the difficulties caused by these marketing methods led
the government to announce in June 1955 steps toward a dtabstantial liberaliza-
tion of the market. Beginning with the new season, September 1 l955, the
Alexandria futures .,iarket will be breopened and export prices will no longer
be controlled. yhile the govenment i.-will continue to set a rmirnimumi price at
which it is prepared to buy cotton, the netw systemn should greatly facilitate
marketing. Tit -w,ill no longer be necessary for all cotton transactions to pass
through the Cotton Cormmission and the latter wvill no bonger be in the positi on
to set sales prices out of line with w-orld mark<et trends.

Other- Crops

Nhile cotton is the crop most important to the econonmy, yptian agri-
culture is quite i-ell diversified. Cereals, principally wheat and mnaize, have
occupied over the last five years on the average almost half of the cropped
area. In an effort to promote self-sufficiency in food, the govern=ent has
promoted, bothi du.ri_ng and since the war, the cultivation of cereals by a
variety of devices including price suoi?orts, governmert purchases, and, for
wf7heat, prescriptions of acrea-e and delivery quotas. Despite these i^:easures
a considerable wheat deficit developed in the post7-.ar period, although a sharp
increase in productiorn in 1953 and 195L again permitted a si-rnificant reduction
in i.mports. In the lorg run thle rapid growTth in th-e po-pulation is lilkely -to
increase import requirements substantially. Rice is tne only cereal exported
in significant quantities, but productior. and eport ifluctuate sharply in
accordance wieth the availability of water.

Berseem or Egyptian clover, hnich takes up over 20% of the cropoed area,
is a very important crop in the rotation scherme It is used not only as the
principal feed for livestock, but also as green manure.

Considezable quantities of pulses are also grown. By far the most
important of these is beans which are a staple in the diet of the Egyp tian
peasant. Onions are worth noting as a crop not because they occupy a large
area but because thiey provide the third largest export after cotton and cotton
yarn, accounting in the last three years for about 2.3% of the value of all
exports. Finally, it should be pointed out that the area de-voted to sugar cane
and orchard crops, while modest in relation to the total cropped area, has
increased more than poroportionately since the immediate prewar period.

1/ The diver7ence in the spot -orices of American and. Ey rptian cotton
is sho7rn in Table 7 of tlhe StatisticlAkp endix.
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Livestock

Ulhile agricultural (i.e. crop) production has tenced to remain stable
over the last few decades, animal husban.rxy haas exparded. somewThat. The number
of cattle and water buf^alos which are the principal source of meat anc, xilk,

increased byr 21C/% from 1939 to 1952; and thne production (if Cairy products rose

Table 5

Livestock in EBvpt

Year Cattle '.ater uffalloalo Sheep Goats Donkeys Horses Camels

1939 901,204 837,968 1,396,618 1,038,175 1,069,338 47,U58 l7 ,iX.9
1952 1 012,388 1,101,826 1,^03 53 703,317 615,655 33,946 1 98

by 30%e On the other hand th- total number of goats and sheepo fell by 36% durinE
this period, aned the rumnber of dorle<s and camels, used primarily for transport,
dropped b-y about 20/%.

Futture Developnent of Prodliction

With presentV trends in population groTih, it seems clear that every effCort
must be ,ade to raise agricultrral. output suostantiallj. The Bgypt-an govern-
ment is fully aware of the urgency of this proolem and has adopted both short-
term and long-term measuxes to meet i-V.

In tihe short run the government is concentrating on improvement of yields,
Vrhich, although a'ready high, can still be raised. The short-term program
concentrates nrimarily on the propagation and distribution of improved seeds
over the three-year period l953-50: to 1055-56. 7n wheat the government expects
.- ithin this period to distribute enough selected seed to cover the entire area
devoted to tlhis cereal. For maize the objective is to Vistribute enough govern-
ment seed to convert 10,' of thie area to lhybrid maize wh ichn yields about 25% mr.ore
than the traditiorial varieties; and it is expected that licensed private seed
growers will also propagate consiAerable quantities for distribution. The rice
program envisages replacing all the seed. now used with newr h hglher-yielding
varieties wThich are said to be resistant also to rice blast. Finally, in 1954
the government initiated a cotton-seed program designed to arrest and reverse
the degeneration in cotton varieties wlhich has taken olace over rectnt years.
The government, which a'lready hias quite effective con,trol over seed distribu-
tion, appears to be carrying out all these measures successfully. They involve
a subsidy to the growers reported to be about 17 1,183,000 over the entire period

In addition the government is seeking to im-prove drainage conditions wThich
in some areas of the delta have seriously affected yields. Ixoeriments are being
conducted to determine the most effective methods of tile drainage, Othzer trials
arebeing carried out wit1h the sinking of wells in the hope of ach iesJng the
dual objective of lowering the -rater table and -providing some additional w-ater
for irrigation.
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The govenmient realizes, however, that the only long-term solution
is to extend the area uader cultivation. For this reason it is deterrmned
to bui'..d the High Dam (Sadd el-Pali) in Upper Egypt above fswan. Through
this ambitious project, whicA will probably enta-il an ultimate investment of

abGrtiEh4i) mil'lioi, both public and. private, it expects to convert
670,000 feddans o0 basin-irrigated land into perennially-irrigated land and
to put 1,300,000 feddans of entirely new land under irrigation.

If both the short-term and long-term proerawms are carried out, the
cultivated area and cropped area should rise by about 24% and 36; respectively,
and, with the increase in yrields, total agricultu,,ral income might by 1975
be somewhat over one-half- greater than in 1953.

.After Sadd el-Aali is completed, certain pror:lems regarding the market-
ing of a rruch larger output E ill undoubtedly have to be solved.. Foreign
markets will have to be found, for instance, for the increased production of
fruits and. vegetables, and, in view of the competition which mey be expected,
special attenltion will have to be paid to processing these products in a form
which will make them miore attractive to foreign buyers., For cottcn, the prod-
uction of w hich may well le increased by more than half, it will be all the,
nore important to avoid government interference in marketing. In view of its
superior quality, much larger quantities ef Egyptian Ishmiouni cotton could
undoubtedly be sold even in tho highly competitive market that will prevail,
but only provided its premium over the price of American cotton is determin1ed
by the free play of market forces, There is ample evidence that, in vi ew of
the profitability of growing cotton in comparison with other crops, the
Egyptian cultivator will sti'll have enrough incentive to cultivate cotton at
prices substantiaLjy 'ower than those at present.
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HII. P1IERAL PRODTUCTION

In the field of mineral exploitation the only possibilities which offer
some 'hope for the future are iron ore a-nd petroleum. Deposits of phosphate
rock and manganese have been wrorked for somne tiime. In the last three y,ears
the output of these twMro rinerals has averaged, respectively, 515,000 arnd
219,000 metric tons; and in the future, although -.xoduction will no doubt
fluctuate in accordance with the narkret, there is little reason to expect
that it Snll substantially exceed this average.

The iron ore deposits in Upper Egypt near Asw>an are to be exmloited in
connection with the new steel nlant which ,.ill be built at Helwan nsar Cairo.
These de-posits are said to be quite extensive and to range in thickfness from
0.7 to 1.5 meters. The ore is renorted to have an iron content of 5Q0 and is
in large part appa2ently sufficieiatly close to the surface to pernmit econorical
strip mioreing. Since Egrpt possesses no coal, ho.wever, the coke to reduce the
iron ore will have to be imported.

Crude petroleumi has been produced in Egypt ever since 1910. IUntil the
outbreak of World Wiar II it remained rather roaest, but thereafter it inc-eased
sharrly and reached a peak of 2,387,600 netric tons in 1953e In the last thlree
years cruae output has averaged about two-thirds of Egyot t s requirements of
netroleum rroducts. Oil is Trocessed in two refineries at Suez, one, wzith an
annulal ca-macity of 2 rillion tons, belonging to Anglo-E-y_Ptian Oilfields
(Shell), and another, wlith a capacity77f recentlnr raised foro 0.3 to 1.3 million
tons, belonglng to the governm.ent. The lat-ter has recently announced :laiis
for another small refiner-y at Alexandria, as wrell as for a plant p.roducing
Lubric,nts, At present tile refininb ca-Dacit7 is almost equ,al to Eg--tts need

for refined nroducts.

The prevailing expert oninJon holds that crude output is likely to
drop during th-ie nex-t few years . In 1954. there was a substantial decline to
1,9S6,300 -ons. The resources of the eAistlrv fields (exploited by Sbell
and jointly by Shell and Socony-Vacu-ur), which are located on bot!' sides of
the Gulf of Suez, are being rapidly exhauisted. A small new feld (Ras 1:hararma)
in the Sinai poeninsula started DroCucing in 1934 and another somiewhat more
promisirn field in Sinai, at El Balairmi, is also being develored. It is
considered rather doubtful, however, that thiese Cnd possibly o-thers wi.ll ,e able
to cornpensate for the decline in output fron bhe older producing areas wJithin
the next two y7ears.

In the longer run prospects appear more hopeful. Thle current drop in
Production is attributable to the virtual sus-oension of all exploratorv T.2ork
fromn 1948 to 1933. Adoption of a new law 1in 1948 restricting concessions to
Egyptian coiaoanies brought eooloration 'to a halt. In 1953 the new government,
ancious to develop the country's resources and more hospitable to foreign
capital, enacted a new and mcre 1iberal IKines .-nd Quarries law which onened
the way to the granting of numiierous new concessions. New concessions have
olanketed a inde belt all around the Gulf of Suez and other parts of, the

Sinai n?eninsula. For the first time ex,loratior has also been extended to the
Western desert area 'oet.Peen the Nile Valley and the Libyan border, for which
an exoloratory concession on liberal terms has been granted.



Around the Gulf of Suez and in the Sinai penirsula there are indications
that additional oil will be found and produced. Experf ence to date and thiie
cu1rrent knowAledge of geologic concitions in these a.eas tend to confirm a
belief that any new fields are likely to be small. IThl1e an.%y prediction is
hazardous, the best informed opinion is that at best production from these
areas might ultimately approximat-e gynpt's present relfining capacity.

A:bout the potential oil resources of the western desert little can yet
be said, Preliminary geologic and geonhysical studies have provided rather
favorable irdications and give some support to th.e h1ope that, if aniy oil is
found at al'-, it rray. be found in considerable quantities. Drilling, h-owever,
nas just been began and it will be some time before conclusive results are
achieved. The FTdptian-American Oil Company3 comprising a group of oil
companies whic i luas taken over this concession, has committed as much as
',8 million to exploratory w,Tork3

If Egypt can develop over the next five or ten years a minimum output
of around 3 million tons, present import requirements, entailing an annual
outlay of SE 13-1lh million, may ell be reduced. This reduction is likely to
be quite substantial if and whfien the Sadd el-Aali (Xigh Dam) project is carried
out and the hyvdro-power resources at the dam fully developed, thtus permitting
the displacement of present thermal plants and the gradual conversion of
ind ustrv from nechanical to electrical energy.
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IV. *-ANj'T'AoTD, lXlG 11TD DUsTF

The development of manufacturing has compensated largely for the relative
stagnation of agricul.tural output and contributed significantly to the mainten-
ance of the standard of Li,ing. Before .horld War I little manufacturing existed
except in th-e form on sma1 l-scale and primarilyO handicraft enterprises. The
period between the two '.orld Jars and particularly the years during and inmediate-
ly aft'er thne second TCorld WIar witnessed a sharp increase in factory-type pro-
duction. In the decade 1927-1937 naiiufactiiring emiployment went up by 660ooo and
in the ensuing decade, by 116,000. Out of the total increase of 182,000,
factories with 10 or more employees accounted for 153,000, By 19L!7 manufacturing
employment had reached 415.00O boo ut since then it has apparently4remained about
stationary, being estimated a. about 05,000 for 1954. 1/ Production in most
industries hias, how,ever, continued to increase since 19h7.

Existing Industries

The textile industry, particularly cotton textiles, is the m.ost iportant,
Cottonl yarn output, -.Th bh was negligible,in 1931, hasr- sen steadi1y, attaining<4
a recordj64,300 metricetons in 1954. Eg-,-p' Las becomen more than self-sufficient,
net exports in 1953 amounting to 8% o"ioutput. Some exi2ansion of the industry.
focussed largely on the procd.uction of fne yarn for expdrt,. is continuing. In
the production of cotton cloth Egypt,falls only slightly short of self-sullficiency.
but it ha's been unable to sell any s4nificant quantity in 4Jhighly competitive
world maret 0 The rayon industry has developed rapidly in the last five or six
years. In 1954 production of rayon and staple fiber yarn - 6,200 tons - reached

A about 80% of consumption, anid the output o_fRabrics was, -measured in yardage,
about a fifth of that of cotton fabrics and sufficient, on a net basis, to supply
all domestiz demand. The' woollen industry is much less significant: yarn
production has tended to stagnate!in recent years, but the output of fabrics has
conziniued to rise and imports of fabrics are now onl;r about 10% of domestic
output. There is a small production of jute fabrics amounting, however,
pro'bably to only about 105 of domest,c requirements for fabric and sacking.2

The food and beverage incdustry ranks in importance with the textile
industry. It includes;carnning, milling, production of alimentary pastes, sugar,
candies, glucose, starch, beer ancl othier beverages. Output in these ind.ustries
has risen generally more slowly than that in the textile industr'y,t Sugar pro-
duction, however, aincreaoed from 162,000 tons in 1.946 to a record of 262,000 tons
in 1954, and the prod-action of glucose and starch in which Egypt is close to
self-sufficiency, has also ;^isen markedly 0 In such p-roducts as g7,acaronij
spaghetti, etc., Egypt can also meet virtually all its requirem.ents6 There is
some opportunity for further expansion of canninlg, although imports are very
small, -' a

The apparel (clothing and shoes) indchstry ranks about third, although it
is primarily a small-scale and handicraft industry. The industry is by no!w

/ See Table 9, Statistical Appendix for development of manufacturing
employment.

2/ Detailed estimates in the output of manufactures are given in Table 10
of the Statistical Appendix.



capable of meeting nearly all domestic requirements although it has difficulty
in meeting import cpmpetition from the standpoint of bothl drice and quality.
Imports of undergarments, socks and stockings have been about halved since
1938, and total imports of knitted wear are now less than hE 1 million
annually.

In the field of building materials the production of cement and brick
assumes greatest importance. The output of cement, which was 780,000 tons in
1948, reached a peak of 1,237,000 tons in 1954. In 1953, 117,703 tons were
exported. Production of flat glass, 7,200 tons in 1953, was about 70% of
total domestic supply in that year, but in other types of glassware Egypt
remains largely dependent on imports,

In the chemical industry Egypt has, above all, developed the production
of matches, alcohol, soap and glycerine, fertilizers and the extraction of
vegetable oils. There is a very small output of caustic soda and a few
industrial acids. Egypt can supply its own needs in soap and vegetable oils.
The production of fertilizers has risen from 71,000 tons in 1950 to 268,coo
tons in 1954,, although in the latter year imports still amounted to about
521,000 tons.

The paper and printing industries and the woodworking and furniture
industries are also of some importance. Egypt has long been the printing and
publishing center of the Arab world and exports a considerable volume of Arab
books. The production of paper and cardboard has developed since the last wiar,
reaching an output of 24,203 tons as compared with imports, including news-
print, of about 67,000 tons valued at approximately BE h.5 million.

4 small volume of metal and metal products is produced. Iron and steel
output, based on scrap, reached 90,000 tons in 1954 as compared with only
1,000 tons in 1948; and there is a small production of copper, also from
scrap. Among the metal products produced are a considerable quantity of
utensils (mostly handicraft), various items of hardware, razor blades and a
large variety of ornamental products. Among miscellaneous manufacturing
activities) there is a small output of electric light bulbs, batteries and
other items of electrical equipment and some manufacture and assembly of
transport equipment. Ani electric vwire and cable plant has recently been
established. In addition, the government has set up during the last year
a number of plants producing small arms and ammunition.

Prospects for Industry

-?i~ There aretno doubt additioral industrial opportunities which will be
developed in tne future. A plant to producep in the first stage, about
180,000 rubber tires and tubes annually is expected to open in Alexandria
before the end of the current year. Plans are going forward to merge the
existing small jute products manufacturing company into a larger enterprise
which would produce 20,000 tons of jute sacking and hessian per year. The
production capacity for finer cotton yarns and rayon is being further ex-
tended. A small company has been formed to produce ceramics (domestic
utensils, tile, sanitary ware), although difficulties may be encountered in
finding raw materials of satisfactory quality. There are two projects, one
or both of vrhich will probably be carried out, to produce writing and
printing paper, one from baghass (sugarcane waste), the other from rice
straw, cotton and flax wastes and rags. A small company is also being
organized wzith participation of Belgian capital to manufacture :-oods wagons
for the railways.
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The largest manufacturing --roiects nlanxied are a steel mill and a
fertilizer nlant. A steel -m-ill costing about -E 18 million is to be built
at I-helwan near Cai-ro by the Genm.an firTrm of Demg which itself iill partici-
pate to the extent of -E 1.5 million. The goveri2rent contribution 1.r411 be
-E 2 rnillicn in the form of iron anzd steel equi-pment previously purchased
in Germany; and it may have to be increased to the extent private
financing is not forthcoming. The plant which is to be con.-oleted b T the
middle of 1957 will have a capacity to produce 265,000 tons of ingot and
200,000 tons of finishled steel. According to present ulans, the fertilizer
factory will be erected near Aswan and will utilize the electrolvtic process,
drawding the necessary -ower from tnhe hydro plant now being installed at tUhe
old Aswran dai.m About 400,000 tons of amm,ornium nitrate would be oroduced.
Althou.lh 'oids for the constrILction of the niant have been received, the
contract has not been let. The necessary fina.n-cing for the project has not
yet been ass-ured. The two plants are expected to make Egypt largely self-
sufficient in iron and steel alnd nitrogenous fertilizers. *Wether production
will necessarily be econoriic is another question. It may p-rove difficuilt
for Egypt to produce steel at a onrce competitive with the landed cost of
irmports e-:duty, although Egyptian authorities claim that the delivered cost
of iron ore will be so low as -to rnake the iron and steel competitive.
Egypt could make fertilizer at a comrDetitive cost, but the r.ost economic
process should be selected.

The present governmient is anxious to stimulate industrial oroductioni as
much as 1)ossible. One of the tasks of t'he iTational Proluction Council, a
governm-.ent orrgarization established in January 1953, is to study indusstrial
possibilities a-nd stimuLllate interect in carrying out particular Drojects. The
government is also seeking: to have the Industrial Bank, aln institution folnded
in 1949 of which the :,overnmont owns just over h'alf thT,c caital, assvize a
more active role in n"rcrotin- new inducstrial ventures. 1 Under legislation
enacted in 1953 and am.uended in 1955 companies are entitled t-o rather generous
taxi exemptionis on new ventures auproved b-y the governm.ent in the fields of
industry, mnii?E ng, oil, hotels a-nd land reclanation. Wlhile the announced ,olicy
of -the government is to stimulate and. encourage private enterprise, its
actions have not alway,rs been consistent or free of the uncertainty wrfhdch somre-
times deters -private initiative. It decided, for instance, t,o pushl ahead w.ith
a major exu-pansion of the goveri:ment oil refinery even thou,g,-h the Sh1ell g7roup

would hiave been illi-ng and able to expand capacit-y. In its anxiety to 1roromote
rnajor new nrojects, it has tended to leave insuLfficient initiative and leaC.er-
ship to private business whose participation it wants to enlist. The govern-
mlent also ranifests frora time to timae a distrust of the troligarcihic"' or "feudal"
character of Egyp rtian business, u.!h-ich was reflected, for instance, in som.e
respects in the amendment to the cornnany law enacted in 1955. Finally, rany
businessnen were oa i.inally repelled by the very rigid restrictions imposed by
the new Sovernment on the disrissal of personnel, althou_?h it _s generally
agreed now that these restrictions are being more reasonably applied and are,
to some extent, a legitimate precaution in a country as overpopulated as
Egypt.

1/ In 1954 new loans, credits and direct participations boy thle Bank
amounted to IE 1,711,000 as compared wdith only -E ,1S22,000 in the oreceding
four years of the Bank's life.
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Uhile some e3a,ablished industries -,Will undo-Xbtedly continue to expand
and sone new industries will be launched and a teriporary fili-p given to
indus'trial develomnient by a few major ventures in the next few -rears, it seems
probable that over tVe next decade o; two the over-all ex' antsion of the manu-
facturi-n.g inLdustry wjill ta7he place at a considerably slower r-ate than in the
past 15 years. To a large extent the possibilities of sup:plying the dorestic
market at the ex,pense of imports have already been exhausted, at least in
the range of goods which EgT-pt ca-. r3asonably be expected to manufacttre
w,ithout ulnduly hiagh cost's. The domestic market is itself very limited,
particularlyu as long as agricultural income tends to stagnate. Complaints
of a slackness in domestic rarket deimand are frequently heard. With the
exception of a few products such as fine yarn, Egyptian ineustry is unlikely to
find a significant market abroad for some time to come. Efficiency, although
rising, is st,ill rather 7ow and cos-Ts correspondingly high. i-ost- industries
require protection frorm imnort coL.m-etition. ,While rising 7ublic developi,ent
exoenditures iwill stimulate manufacturing prod-uction somewhat, in the long
run industrial output will depend largely on the ability to exp.nd dcomestic
purchasing power by lifting agricultural production.

V. STJLIxARIr OF DDELQPV.: PKO3PECTS

In the next two decades the cKey factor in developing the -inroduction
potentialities of Egypt will undoub'tedly be the expansion of the agricultaral
area through the Sadd el-Aali Droject. It will be primarily instrunental in
raising a-ricultural incomr.e by about 50%, and the rise in farm output and
farm,, purchasing powier will give a 4-marked fillip to incorme in the other
sectors of the economy, incluiding trade, transport, finance and industry. A
much larger volure of agricultural produce, including fruits and vegetables,
cotton, oil seeds and cereals, will become available for processing. Incomle
from industry may well rise by more than 50% as the result of the exp!ansion
of domestic outrut, some further inport sulbstitution, a li-.ited increa3e in
industrial expnorts and sore rise in -mineral out-ut, poarticularly netroleurn.
The saIne --ay be true of -he service sector of the econony-

Even if these production potentialities are realized, Egy~t will no
doubt face a continuing oroblem in keering &ace with the ,rowth of -population.
In view of the orobability that the nopulation by.r 1975 w^ill be aboutG 6ao
greater than at pDresent, there is little or no prosnect tilhat Zgy-pt will have
done rmch *.ore thain maintain the present standard of living even taking into
account the greater proportion of children in the population by 1975. Niin-
tenance of this standard will, however, re-,resent no mean achievement. In
the longer run the prospects may improve, for it is entirely possible that
in time the decline in the mortality rate wi.mll be followed by some drop
in the birth rate, thus diminishing population pressure. Jlcreover, it must
not be supposed that once tne expansion of agricultural production through
Sadd el-Aali and the corresponding increases in incores in other sectors
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of the economy have been realized, no additional development potential
wrill remain. The agricultural area mayr be fulrther ex,anded by such projects
as the Jonglei canal scheme in the Sudan, by the use of underground water for
irrigation and by possible economies in the use of irrigation water. M.ore
important, it can reasonably be expected that in the long run significant
strides vill be made in industrial productivity and that this, with the
accompaiTying wider dissemination of industrial knov-how and skills, will
enable industry to undertake a much wider range of manufacturing activities
and to export in considerable volume, thus permitting it to contribute a
growi ng proportion of the national income.

Mea-rwhile, it is important that the government pay greater attention
to the population and do everything in its power to encourage and accelerate
a decline in the birthrate,



- 20 -

VI. PUBLIC FIYATLATCI ALN DEVELOFhENT

During the last two years the government's preoccupation with the task
of accelerating development of the country's resources has been increasingly
reflected in the budget. For the future the principal problem will be har
to finance growing public development outlays without resorting to inflation
Which would put serious pressures on the balance of international payments
and on prices.

Financial Operations in Recent Years

Before considering this problem, it is advisable to review briefly the
goverrment's financial operations during the four years preceding 1953-5L4.
In 1949-50 the government's financial position was quite satisfactory. The
goverrment vras able to reduce its debt and at the same time strengthen its
cash resources, partly because its cotton stocks declined and, above all,
because the budget, while showing an "accounting deficit," actually led to
a cash surplus. In the following three years, howsever, the situation deter-
iorated rapidly. 'Thile the budget deficit mounted, particularly during
1951-52, the primary cause of the deterioration was the government's cotton

Table 6

Government Financial Operations

(TE millions)

Balance of Revenues and Expenditures Offsetting Changes in
Under Outside Government Government

Year Budget Budget Total Borrowing Cash Resources

1.949-5o - 5.27 + 3X¢30 a 29.03 - 11.0 1 l&O03
1950-51 - 5.44 - 49.26 54b70 - 1.0 55D70
1951-52 -38-77 - 23657 - 62.34 i 2h4. 0 38.34
1°52-53 -T0.23 - 495o0 -59.73 * 65.0 *5.27

and supply transactions which were financed outside the budget. In order to
keep the price of cotton high the government accumulated large cotton stocks
which, o,f course, had to be financed. At the same time it bought large
quantities of cereals, flour and even cotton yarn and textiles on the
domestic and also on the foreign m,arket for the twin purpose of supporting
the prices received by producers and subsidizing the prices paid by con-
sumers. Although losses on sales ,ere supposed to be covered out of the
budget, there was no close relationship between these losses and the budget
allocations for "reduction of living costs". Besides, the government appar-
ently continued to increase its stock of these commodities until the end of
1952-53. As a result of these and a number of other transactions the govern-
ment's cash resources during the 3-year period 1950-51 to 1952-53
dwindled by ;E 88.57 million despite net new borronwing of WE 88 million.
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This picture looks only slightly better when it is considered that the
government's holdings of its own debt increased by about E 11.5 million
during this period.

The last two years - 1953-54 and 1954-55 - have witnessed marked changes
in the government's financial position. On the one hand, the government has
embarked on a large program of capital expenditures which lifted the total
estimated budget deficit to -E 35.58 million in 1953-54 and Z 52.57 million
in 1954_55. (See Table 7 on Government Budget.) Although final figures on

Table 7

Government B3udget
ZE millions)

Government Revenues 1949-5 1950-51 M5-5 1952-53 1953-5 154_55
Tax Revenues est. est.
Taxes on income and wealth 16.27 17.45 23.70 26.35 23.25 21.25
Taxes on land and buildings 9.74 ll.07 19.00 18.07 22.53 22.71
Export duties 6.68 13.29 13.21 14.45 15.05 15.32
Taxes on consumption & production 67.48 78.94 76.72 70.36 73.16 81.58
Stamp duties 2.44 2.45 3.71 5.06 5.25 5.25

Sub-total 102.61 123.20 136.34 134.29 139.24 146.11
Non-tax Revenues

Comnmrcial activities & capital a/ 25.20 25.74 27.02 28.02 30.58 44.10
Other 30.73 36.80 30.71 35.84 27.69 31.i

Sub-total 55.93 62.5_ 57.73 63.86 58.Z7 75.74
Total Revenues 158.54 184.74 194.07 198.15 197.51 221.85

Government Expenditures
General
Salaries, wages, pensions, etc. 39.33 57.38 67.51 72.20 72.59 77.19
General expenditures 34.07 37.06 39.01 30.76 32.36 38.52
New works 21.98 25.25 26.67 18.76 18.87 22.44
Other expenditures 15.60 20.79 33.23 28.64 21.44 15.86
(Debt amortization) (2.24) (2.24) (2.24) (2.26) (2.26) (2.26)
(Support of Suez Canal Zone workers) (6.79) (6.00) (4.60)
(Reduction of living costs) (7.11) (12.20) (18.30) (13.43) (6.26) (1.73)

Armed forces 32.08 27.16 37.22 29.75 28.13 38.20
Sub-total 143.06 167.64 203.64 180.11 193s39 192.31

Commercial activities .i 20.75 22.54 29.21 28.27 24,12 35.54
Extraordinary capital expenditures 35.58 M 46.57

Total Expenditures 163.81 190.18 232.85 208.38 233.09 274.42

Balance - 5.27 - 5.44 -38.77 -10.23 -35.58 -52.57

a/ Exclusive of budgets of certain institutions including University of Cairo,
University of Alexandria, University Ibrahim Pacha el Kebir, Egyptian Broadcast-
ing System, Kalioub Training Center, Government Insurance and Savings Fund,
Agrarian Reform, Permanent Council for the Increase in National Production
(administration only), University of El Azhar and Religious Establishments for
which,to the extent government financial support is required, funds are allocated
in the government budget.

i Period of 16 months, including 4_month period March-June 1951 for which special
budget was adopted because of change in fiscal year from March-February basis
to July-June basis.

i/ Including operations of the state railways, telephone and telegraph administra-
tion, postal administration and the government refinery whose gross receipts
and expenditures are blanketed in the budget.

M Authorizations for "projects for the increase of national production" (National
Production Council) and for 1954-55 also for the Foundation for School Construc-
tion (E 4,325,000) to the extent not covered by receipts from the budget.
Projects of the Council of Public Welfare Services are excluded.
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expenditures are not available and a large part of the appropriations on
capital account were not spent, a substantial increase in actual budget
outlays undoubtedly took place. On the other hand, the reversal by the present
government of the previous cotton policy and a considerable reduction in
supply transactions brought about a liquidation of govermnent stocks and put
substantial extra-budgetary cash resources in the government's htnds. In fact
there has been a net improvement in the government's financial position. During
1953-54 the government debt was actually reduced by LZ 28 rmillion and, while
no data on the government's total cash resources are available, the government's
balances with the National Bank of Egypt increased by about &E 229 million. In
the first 8 months of the 1954-55 fiscal year (i.e. up to the end of February
1955) net borrowing by the government amounted to i! 24 million, largely as the
result of the flotation at the end of 1954 of three development loans totaling
;E 25 million, but the government's balances with the National Bank during this
period rose from TE 5.2 million to about WE 35.O million or by LE 26.8 million.
The government's operations during the last ttwo years have undoubtedly been
deflationary in effect.

The relative ease with which the government has been able to finance
its budget expenditures, including growing capital outlays, during the last
two years, provides no assurance that the same situation will obtain in the
future. As already indicated, subst'.ntlal extrabudgetary resources have tempor-
arily been available and there has inevitably been a lag in getting the capital
expenditures under way. Although data on actual expenditures for the last two
fiscal years are not yet available, the National Bank has reported that by the
end of November 1954 only !E t3 million out of the capital appropriations of
almost LE 36 million for 1953-54 had been spent. It is likely that for the
fiscal year ended June 30, 1955, actual disbursements on capital account were
no more than 60-70% of the total appropriated.

Development Programs

To examine the prospects of financing an expanding development program,
it is necessary first to estimate the probable magnitude of expenditures and
then to assessthe probable financial resources.

Development expenditures are now grouped under three headings:

(1) Projects "to increase national production". These are to be carried
out for the most part under the supervision of tie National Production Council,
a body of 22 members consisting of representatives of the ministries concerned
and outside experts which was established in January 1953 to study and promote
projects for the development of Egypt's resources. Some, however) are en-
trusted to other agencies. Total budget authorizations under this heading
amounted to IE 35.6 million in 1953-54, 1E 42.3 million in 1954-55 and accord-
ing to preliminary reports, may be 5E 53 million in 1955-56. This budget,
however, is a "catchall" for all sorts of projects of which many are
not ready for execution and others may never bencarried out. Since actual
spending has been far below the target each successive budget contains
a substantial carryover in appropriations from the preceding year. While
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the budget is on an annual basis, much of it is for approved projacts and
programs which extend some years ahead.

(2) Budget of the Council for Public_bWelfare Services. This agency,
a counterpart of the National Production Council in the field of social
services, was created by law in November 1953 to make plans and policies
for, and supervise projects in, education, public health, town planning
and social welfare. For the year 1954-55 projects with a total cost of
iL lh.5 million were approved, although it is obvious that most of these
will be carried out only in subsequent years, The original idea underly-
ing the establishmient of the Council was apparently that the proceeds of
the confiscated property on the Mohamed Ali (former royal) family were to
be used to improve the conditionsof life of the common people in both
rural and urban areas, but it has become clear that the Council's program
as it is developing will far exceed the income which can be realized from
this property.

(3) Fund for School Construction. Beginning with 1954-55 a special
fund for school construction was established. It is intended to defray
construction expenses through borrowing and to nave the iMiinistry of Educa-
tion pay in instalments for comapleted buildings out of its annual budget.
For the year 195i-455 the budget of the fund was fixed at EE 4.82 million
of which LE 0.5 million was to come out of the budget of the Ministry.

The total of thiese capital outlays approved for 1954555 - namely
IE 61.6 million - is undoubtedly extremely large. If the government
really contemplated spending this much annually on development quite apart
from the cost of carrying out the Sadd el-Aali project, the resulting burden
would be well beyond Egypt's capacity to finance. Sadd el-Aali itself is
likely to require a total -public investment of about !E 333 million over
approximately 15 years ai}d an average annual outlay of almost .E 30 million
over the next 10 years 

The budgeted capital outlays, ha,ever, unquestionably exaggerate con-
siderably both the current and prospective actual expenditures on development.
It would be surprising if such expenditures have much exceeded 0E 35 million
during 1954-55. In its anxiety to overcome the neglect in the past and to do
something effective for development and public welfare, the government has
approved many projects which will probably not be carried out or will be imple-
mented on a much smaller scale. rxpenditures on a considerable number of
projects and programs included in the 1954-55 budget will decline sharply in
the next few years.

Nevertheless, there is little doubt that the government has been ill-
advised in approving time after tim.e projects and programs entailing large
commitments for future spending without fully taking into consideration the
resources wnich would be available to finance them, It is impossible today
to obtain an accurate picture of the total financial commitments which the
government has undertaken. Moreover, there has been a proliferation of agencies
charged with various development programs and little overall planning and directionr

1J See Annex "stimated Investmeilt in Sadd el-.Aali".
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P brief analysis of the various programs irvolving spending coimnit-
ments for the years 1954-55 and subsequent years nay be useful:

Railways - This procLram includes about -I 2.5 million to complete
electrification of the Helwan (Cairo suburban liine), about LE 13 million
for urgent renewals of track and rolling stock, about LE 3.5 million for
otiher projects. The renewals programn is no doubt urgenat, for i.aaintenance
and replaceiment on the Egyptian State Railways has long been neglected.
The whole progragi is scheduJed for cormpletion by the end of 1S56-57
although i-t will probably take two years loniger and some additional
exnenditures on rernewals may well be considered necessary.

Navigation - Projects totalirg around BE 5 million for completion of
certain navigation canals and, above all, for expeditin& the canal trafiLic
between Cairo and Plexandria have been authorized. The program iwThich will
take at least ti11 1959-60 to complete is nprobably justified by the import-
ant role of wTater transport in Egypt. Significant additional outlays will
probably be unnecessary.

Roads - The pro-vision of ES 8.9 million for this purpose, iricluding
provisio-nfor a new highway between Cairo and A1le-andria through the Delta,
is apparently only the first "short-tern" instalment of an ultimate, much
more anbitious proLram. li;hile there will undoubtedly be considerable
pressure to add to the present coimmitiUments, the priority of further road
investment irill need to be carefully reviewed in view of the availability
of rail and water tr2n2port throughout most of Egypt, the relativelyr
small number of motor vehicles (89,000 in 1953) and the dry climate which
makes di.rt roads rather easy to maintain and serviceable during the whole
year.

Telecommunications - The extensioni of the telephone service, to
which earI aTl ot+he iE 17 mil'ion is devoted, appears to be rather
urgent. P'oreover, this program, which is to continue over another 5-6
years, is likely to be financially self-liquidating within a short
period as the result of higher telephone receipts.

Electric power - The amrount of !E 29.5 million is earmarked for, the
completion of tne hydroelectric works at the eyisting Aswan dam (LE 17.7
million) which is to start operating a out 1959 and for the construction
of a new thermal station in Cairo and *ccompanying distribution facilities
(-E 11.8 million). Presumably no additional major projects will be neces-
sary if the Sadd el-f..ali project with its large hydro plant is carried out.

Oil refinery end pipeline - The two projects under tlhis heading are
the e:xpansion of the government oil refinery from 300,000 tons to
1,300,000 tons, which is now virtually co"mleted, and the construction of
a "black-products" line between Suez and Cairo, which is scheduled for
completiori within the next year.
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Land reclamation anc sett' erment - iE 13.1 million has been authorized
for this purpose, primarily for projects in Behera and Fayoum provinces
which are being carried out under the joint Egyptian-American auspices
and in the newly created Tahreer 'Liberation) province on the westerrL edge
of the De1ta by a special agency of the Egyptian governmentX These are
intended not only to reclaima new land, but also to establish modeL viillages
which will urovide much better living f1cilities than the g7yptian fellah
has had in the moast. f1though praiseworthy in their intent, they appear to
set standards in housing and coimmunity facilities which Egypt will herdly
be able to afford if jeneral ly extended.. Moreover, certain aspects of the
contemplated operat-ion o° the Liberation project, involving cormunal or
collective famning, seem quite imrpracticable and visionary.

Irrigation and drainage - ; lthouft the National Production Council
has projected the expenditure of large sums for this purpose, mdAt of this
program has evidently not been worked out in terms of detailed projects;
and the greater part probably i-s intended to cover schemes w.hich will
later be blanketed in under the Sadd el-lali project w-.hich must be carried
out if significant additional water is to be made ava'ilable for irrigation.

Other agricultural development - Of BE 22.5 million corranitted under
fhi7s heading, a considerable part (EE 9.4 millThn) is earniarked for the
distribution of improvred seed over the next few years. The cost of most of
this TTwill be recovered from the farimers. Projects for control of livestock
diseases, afforestation and improvement of drainage in certain cultivated
areas are also ircluded. A.t least one project involving a tentative cost
of EE 45) million and designed to exoand rice cultivation with water from
artesian wells, may not be carried out.

Industrial projects - The governmeint will prcbably put up some of
the capital required for the major steel and fertilizer projects, but the
amount of its cor:zmitment remain-s highly uncertain.

Rural coi!,mmunity centers - This is one of the major programs of the
Councilof Public Uselfare Services which alreaar lias undertaken to construct
200 of these centers and envisages spending a total of about !E 31 million
-on 1,000 of such centers over the next five years. Each center, senring
a number of villages, vill include hospital and 9;±ool facilities and is
intended to bring government services dowrn to the coymmunity level and to
stimulate self-inpr-oveent and cooperative self-help among the rural
population. Plthoukh this nrogram appears to be well plenned and sound in
conception, its phasing in relation- to pressing ecoiiomic inrvestment needs may
require consideration.

Potable water program - In 1954-55, E 505 million was budgeted for
this project i-hich also falls under the Council of Public .elfare Seryices,
but tnis sum is only the first instalmr:ent on a NE 31.5 million program to
pxAvide safe potable water supplies for about lO million people, primarily
in the rural areas, w.,ithin the next three or four years. This program
will no doutt make an important contribution to putclic hea1tikl,and welfare,
although thespeed with which it is to be carried out may L 'to be
revi-ewed.



-26-

Other projects of Public Services Council - About BE 4.4 million
was coifm.tted in 395i-5 for certain special hospitals, ani anti-tuberculosis
campaign, axnd some housing for laborers, studen-ts and policemen. These will
probably be supplemented by others in ensuing years.

Schools - It is not clear to what extent the BE 5 million for the
School Construction Fund for 1954-55 will be increased in the future, parti-
cularly in view of the inclusion of schools in the projected corwunity
centers,

Additions to these cormmitments are constantly being made and still
others are being.discussed. Arimong> the latter are certain port works for
Plexandria and Suez, establishment o7 a mercantile marine, a large program
of municipal imiprovem.ents and the construction of grain silos at Cairo and
Alexandria which have long been considered essential.

The 11corrnitments" outlined above are for expenditures on projects
and programs beginning with 1954-55 and continuing for varying periods a
ranging from 1-2 years to as much as 6-7 years. Consicering the probabil-
ity that about ?E 35 million was spent in 1954-55, that much of the expendi-
ture on irriga-tion and drainage projected by the National Production Council
will probably overlap with the cost estimate of Sadd el-A.ali and that most,
if not all, of the outlays on telecoimmunications are li.kely to be self-
liquidating over a rather brief period, the net expenditure commitments of
the government outside the regular budget hay be around tE 130 millIon for
1955-56 and subsequent years. Over the next decade there wiill undoubtedly
be considerable prbssure to add to these commitments which in the main
cover a period of five years or less. -within this period will also fall almost
"0% of the public investment on Sadd el-Ali, or approximately 1S illion.

From the above it will be oPiious that the present
government has adopted a rather pellmell epproach to development. To its
credit itJ can be said to have overcome the comparative lethargy of the
past and imparted ainew dynamism and elarn to the country. However, it
is seeking to move ahead on all fronts at once and at a sneed out of all
proportion to organizational and managerial cababity and to the financial
resources prospectively avalable. lThile financial strains have not yet
appeared owing to extraordinary, but temporary resources and the alowness
in getting programs under way, they will increasingly appiear if the Sadd
el-Pali project is simply added to present and prospective development
commlitments, This danger must be anticipated. There is an imperative need
at En early date to establish a high level body assisted by a small grpup of
able experts who would review existing programs, determine priorities and
draw up an integrated plan which would keep within the financial resources
estimated to b% available. Such a task cannot, of course, be done once
and for al1 but must be continuous in the light of adjustments.required
by experience and changing circumstances.

Potential Financial fRosources for Development

ANt present only a very rough estimate of potential financial resources
can be made. TLttle is known, for example, regarding the volume of private
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and public iiivestraent in the past and the rate o0' savings. Moreover, any
attemript to predict the probable amount ofS private investment in the future
for which resources must also be found is exceedinFDly hazardols. Never-
theless, some effort to assess the probable resources must be made. k
tentative estimate of these resources is mrade below. ittention has been
focussed on the ne-xt decade, for during this period the expenditures on
Sadd el-P ali will be continuously heavy and the government will also be under
heavy pressure to carry out other development projects which will have a
more immediate im.pact on the social and economic welfare of the people.

In this estimate the possible sources (other than foreign borrowing)
of financ-ing capital outlays outside of the ordinary budget have been
classified as followks: (1) ordinary budget savings and increased tax
receipts; (2) borrowing from the National 3ank; (3) borrowirg from the
public; (4) extraordinar,y resources, and (5) foreign assistance. Each of
these will be discussed in turn, 

l. Budget Savings and Increased Tax Receipts

WShether or not resources can be four.d within the regular budiet to
finance capital outlays outside this budget is rather problematic.

Estimated tax receipts under the 1954-55 budget - bE 146.1 million -

amounted to about 1?% of estimated rationaal income for 1953 and were about
$ 42% higher than in 194W-49, but probably only about 25% higher in real
terms. It is doubtful that an equally rapid increase can be alnticipated
in the future because (a) production is unlikely to exparnd rapidly, (b) tax
exemptions are being accor:ded to new; industrial ventures and (c) a reduction
in imports resulting from neu industrial ventures is likely to lower customs
receipts which Twere estirmated at -B 23.75 million for 1954-55 or 16.2% of

t total tax receipts. Nevertheless, some increase in government receipts
can be expected. Llthough a large part of increasing development outlays
will be spent ab'road, the portion spent at home will undoubtedly have a
limited "multiplier effect", raising national income and tax receipts.
lith the current imnestment in telecommunications, railwWT rehabilitation
and expansion of the government refinery, government enterpri ses maey well
show more favorable financial results in the future. Noreover, receipts
can undoubtedly be raised by improved tax a&ni.iistration on which the :iinistry
of Finance is currently working with the help of some U.N. technical assist-
ance. There is a very large backlog of unpaid taxes, and more effective
administration might double the yield of the global incorme tax which was
estimated at LE 3.25 million in 1954-55. <

It is doubtful, however, that over the next decade receipts will
increase more rapidly than regular government expienditures. On son,e accounts
expenditures can probably be reduced. Thus appropriations for the support
of striking 7workers on British basis in the Canal Zone, for which B 4.6
million was still included in the 1954-555 budget, will no longer be necessary;
and appropr ;tions for "new works" in the regular budget may diminish some-
what with the incorporation of development projects in various special
budgets. Yet total exoenditures under the ordinary budget will undoubtedly
rise. In the past they have increased almiost steadily. The building of
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schools, hospitals ard comm^unity centers to Twhich the govfernrment is
committed will. enta-il larger operating expenditures. Under the 1J55-
56 budget, outla2s on educat3on and public health hrave already been increased
by WE 5.4 million an4d total regular budget expeiidimUres for this year have
been fixed at LE 233 million as compared with TE 228 million for 1954-
55. Finally, ermiy expenditures may rise further with the take-over of
Canal Zone bases frorm the Fritish, although appropriations for the Prmy
were already raised to B.E 38.3 million in the 1°54-55 budget as compared
with an average of 1E 31.7 million in the preceding three years.

The Egyptian governinent snould undoubtedly tazde,x,
take a careful review of expenditures and receints under uhe regular budget
with a view to deterrin-ing whether some resources cannot be released for
extrabudgetary capital outlays or of ensurin , as a minimum, that there
will not be an ordinary budget deficit. Pendi.ng such a review it would
not be nruder1t to ex-ect that regular budget surpluses will be available
to fina-nce extrabuidgetary developmeent experditures. An armount of EE 2.25
million for debt emortization has, however, been regularly included in
the budget; and it is therefore not unreasonable to expect that at least
this amount can be spared from the regular budget as an addition to the
resources ma;de available from net new governMaent borrowing which are
mentoon2d below.

20 Borrowing from the National Fank

Enrly in Niay 1955 the government arranged to sell to the National
Bank over a period of years securities with a maximum maturity of 15 years
up to a to.al of tE 100 million. ".With the proceeds of t1his borrowing the
goveirnment is to acquire free sterling fron the Bank for finqncing develop-
uen.t. Py the end of !pril 1955 the Eank's holdings of gold and forelgn

assets still amounted to about jE 260 million, including approximately
; 50 million of free and E 132 million of blocked sterling. If these hold-
ings were reduced by 1E 100 mill-on, the remainder would still almost
equal the average annual value of imports in the last two years and
represent about 89% of the current note circulation. Such a draft on the
country's f'oreign reserves for development accordingly appears justified
and. might well be increased over the ten-year period, particularly if
experience over the next few years indicates that Egypt can keep its
international paymrents for other than these extraordinary development
outlays within its current receipts. Insofar as this reduction of foreign
balances will affect, however, sterling balances, it will be partially
contingent on an agree. ent with the British for further releases from the
"hard core" of 7 80 million blocked sterlinE which is not covered by the
existing sterling release agreement.

Afifther law enacted earlSy in N'ay 1955 authorized the Ministry of
Finance to issue LE 150 million in Treasury Bills and an additional
rE 50 million with the approval of the Council of Ministries. Under
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previous legislation the limit was also fixed at LE 150 million, but Treasury
bil.2z could be used only for financing cotton and for residual backing of the
currency issued by the National Bank. In the latter case the government
received no counterpart in disposable funds. By the end of February 1955,
;E 36 million in 't cotton bills" and about IE 42 million in "currency-backing
bills" were outstanding. The old regulations governing the issuance of Treasury
Bills were probably unduly restrictive, and the new legislation will give the
government greater flexibility in financing, particularly in periods when con-
ditions may temporarily be unfavorable to refinancing of' maturing loans or to
the flotation of additional governnent loans. A sharp increase in the resort
to Treasury bills would, however, have inflationary consequences, so that the
government cannot safely rely on this means to increase significantly over
the long run the resources available for financing development.

3. Borrowing from the Public

Toward the end of 1954 the government floated three development loans:
(1) a 21% 5-year loan of 1B 5 million, subscribed almost entirely by banks
excluding the National Bank; (2) a 3% 10-year loan of E! 10 million of which
the Post Office Savings Bank took LE 6 million and the National Bank absorbed
a residual amount of 1E 3.5 million; and (3) a 32% 15-year issue of EE 10 mil-
lion which was subscribed by insurance companies, provident funds, companies
and a large number of individuals,

This operation, although surprisingly successful, does not necessarily
give a correct indication of the magnitude of future borrowing. It is generally
conceded in Egypt that borrowing on this scale cannot be envisaged year after
year. Bank subscriptions, for instance, were conditioned on assurances that
the National Bank would provide addlitional credit accommodation to the banks
on the basis of their securities when and if they required it for seasonal
cotton financing or other needs. Subscriptions to the 10 *ear issue hardly
represented true savings, not only because the N-ational Bank had to take up a
substantial residual amount, but also because depoeits in the Postal Savings
Bank, the largest subscriber, have remained virtually stationary and even
declined somewhat over recent years. It may also be noted that insurance com-
panies had accumulated funds over the last few years which they were required
by law to invest in Egypt and for which they had not found sufficient eltgible
securities.

INevertheless, by and large the success of tihis loan operation exceeded
expectations; and certain factors, particularly relating to the long-term.
issue, give ground for some optimism about the government's future borrow-
ing capacity. The number of subscribers to the long-term loan - 2,987 - was
surprisingly large, and there was a gratifying number of small subscribers.
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There were 2,356 subscriptions of less than iE 500 each, totaling LE 395,000
and 2,868 subscriptions of less than LE 5,000 each, aggregating LE 1.35 mail-
lion. '2t has also become evident that more and more savings are taking
institutional form and therefore can be more readily mobilized, The number
and assets of insurance and provident funds has been steadily rising.

Various types of funds are likely to be the principal reseJroir of
government borrowving. Assets of insurance companies have been increasing at
the rate of ;E 3-4 million per year of which perhaps a third to a half might
be regularly invested in government securities. The resources of the govern-
ment Assurance and Provident Fund are rising at an annual rate of approxi-
mately IE 4 million most of which will be available for loans to the govern-
ment. The government apparently intends shortly to enact legislation requiring
all companies employing more than 50 workers to participate in a common
Provident and Insurance Fund. According to present plans 12% of arnual salare
and wages or LE 6.7 million would be contributed to this Fund. In essence thi3
would be a compulsory saving scheme financed by both employers and workers.
iThile some such scheme is likely to be adopted, accumulations in a Fund of
this sort will Drobably not ful'Ly represent a net increase in savings, since
the companies' capacity for self-financing their investments may decline and
there may also be some drop in other insurance taken out. Some increase in
Savings available to the government may take place by cooperative societies
which the government is intent on promoting pErticularly in connection with
agrarian reform measures. The YIakf or Moslem religious foundation will
probably also have an annual surplus of !E 0.5 million, part of ishich will
be invested in government securities.

The extent to which the banks, vwho subscribed almost the entire 5-year
1E 5 million issue at the end of 1954., will be able to absorb additional
governrment loans will depend in large part on the development of their deposits
in relation to the demand for business credit. Past experience does not give
ground for much optimism. From the end of 1952 to the end of 1954 total
deposits rwith the clearing and non-clearing banks rose by SE 2h.3 million
or by about 16%, w-hile discounts, loans and advances increased by TE 31.4
million or by 26%. Investmenits did not change significantly. Prices at the
end and the beginning of this period were approximately the same.

The proportionately higher increase in bank lending was made possible
by a rise in bank borrowing and some decline in cash and balances with the
National Bank. Since the position at the end of 1954 was somewThat distorted
by the abnormally high volume of bank credit outstanding owing to the slow
marketing of the cotton crop, a comparison between September 1952 and Sep-
tember 1954 might be more appropriate. The same picture, however, emerges
from this comparison, although both deposits and loans, discounts and advances
rose more slow-ly (7% and 21% respectively). Even if data (available only for
clearing banks) for a longer Deriod are taken, it appears that between the
middle of 19L9 and the Middle of 195)4 deposits rose by LE 17.5 million wvhile
loans, discounts and advances increased by OE 34.9 million. It is possible,
of course, that over the longer-run future - say 10 years - this
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Table 9

Changes in Bank Balance Sheet Items

(LE millions)

Clearing and Non-Clearing Banks Clearing Banks
Sept. Sept. End End MIid- 11id-

Items 1952 1954 Change 1952 1954 Change 1949 1954 Change

Discounts, loans 90eO 108.9 /18.9 113.6 145.0 /31.4 5544 90.3 L34.9
and advances

Investments 18.3 17.7 - 0.6 17.0 18.8 $ 1.8 18.2 15.6 - 2.6

Deposits 5o0.1 161.7 /11.2 1)49.5 173.8 /2)4.3 125.6 1434i /17.5

Cash and balances 60.1 50.4 - 9.7 42.2 37.9 - 4.3 48.1 46.1 - 1i6
with National
Bank

Borrowings 071 0.9 7 0.2 4.2 13.0 / 8.8 - -

See Tables 15 and 16, Statistical Appendix, for fuller
banking data.

trend may be reversed. With a slower increase in industrial production and a
more or less stable cotton crop, deposits may rise somewhat more rapidly than
bank credit, thus leaving the banks some margin for increasing their invest-
mellts e

Some government deficit financing through the banking system may be
justified in any event even if it results in increased borroreing from the
central bank, because normally some money disappears into hoards. The extent
of currency hoarding is indicated by the high-proportion of notes of large
denomirations in the currency circulation. Thus at the end of 1954., 7203$O of
the note issue consisted of notes of BE 5 and over and 44,7% of notes of BIE 10
and over. A considerable portion of the larger category and probably most
of the smaller category represents hoarded currency. As indicated in Table 10
in times of high cotton prices and high incomes such as the years 1950-1952
the amount of large-denomination notes issued rises sharply. Since 1950 the
proportion of such notes to the total issue has remained very high even
tho-zZh the absolute amount has fallen since the end of 1952. Normally and
over a long period some net increase in the amount of currency hoarded can
probably bpe ecpected, Thus from the end of 1949 which preceded the abnormal
cotton boom to the end of 1954 the amount of currency in-notes of WE 5 and
over and in notes of LE LO and over increased tespectively by TE 9.9. and
LE 5.8 ;-illion. In addition some gold is usually hoarded. Thus imports of
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non-monetary gold amounted to La ,815,Q00 in 1952, but dropped in tne less
prosperous years of 1953 and 1954 to ES 240,000 and LE 124,0000

Table 10

Note Issue
(ME millions)

IS 5 and over TE 10 and over
End of Total Sub-total % of total Sub-total % of total

1945 119.1 83.6 56.5 50.2 33.9
1949 134.1 99.6 57.3 62.7 36.0
1950 1L46.0 106.9 73.9 66.8 45.8
1951 160.0 115.1 71.9 71.7 44.8
1952 153.3 116.6 73,7 71.0 4Lb.8
1953 1h7.5 106.7 72.5 6L.o L3. 5
195h 153.2 109.5 _72.3 68.5 4L.7

Indiv4iduals, companies, etc., can probably be counted on to invest
moderate s-,Ls in government securities. Their wiL1ingness to make such invest-
ments will depeind in part on the relative attractiveness ard availabilivy of
other investment opportunities and in part on the degree of confidunce
inspired by the government. If the government remains stablT and demonstrates
its capacity for a constructive approach to economic development, public
confidence, which has already become evident, mill presumably continue to
grow, Small savers are apparently showing some interest in investing in
government paper and the government is apparently drawing up a plan to
mobilize these savings through the issuance of savings certificates.

Alternative investment opportunities in the long run may not be as
great as in the postwar period 19L6-52. Although data are lacking, it is
generally conceded that a large part of private savings during this period
went into urban construction, particularly of luxurious apartment dwellings.
Demand for such buildings has declined and new construction fell sharply in
1953. Although there was some revival in 1954 and the government is trying
to stimulate the building of housing for lower income groups, it is unlikely
that new private construction in the future wvill attain the volume of the
immediate postwar period. It has already been indicated th:.t new investment
in industry is likely to be rather modest once the few major ventures now
contemolated are completed. The Sadd el-Aali project will entail a considerable
volume of private investment in land reclamation and housing, but most of this
will be required after the initial 10-year period during which almost 90%
of the government expenditures on the project will probably be incurred.

In the light of the above, it is not improbable that the government
will be able on the average to raise WE 15 million annually through public
loans. While obviously only a first and rough approximation, this estimate
checks with the irnormed opinion of the Egyptian financial community. How
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it comoares with total private savings is difficult to determine, since no
reliable estimates of such savings exist. Informed guesses indicate an annual
total of LE 40-50 mil'lion (i.e. 4.7 5.8% of estimated national income in
1953), but such guesses are largely '"intuitive't in character.

4. Extraordinary Resources

These resources consist of (a) government cash balances in excess of
working capital requirements, (b) proceeds from the sale of property confiscated
from the former royail family, and (c) funds accruing to the agrarian reform
organization.

At present the government has considerable cash balances which are
probably in excess of the working balances which need generally to be maintained.
If they are still high at the beginning of a period for which a development pro-
gram and a corresponding financing plan have been drawn up, the possibility of
some reduction in these balances can be contemplated. While the use of cash
reserves is inflationary in effect, the magnitude of this effect is not likely
to be very significant particularly if the reserves are drawn down gradually.

The confiscated former royal property is claimed to have a realizable
value of at least 0E 50 million. Little of this, howTever, is liquid. About
I3 h0 million represents land which is to be distributed b-y the agrarian reform
organization and for which 30-year bonds are to be issued to the Council of
Public Welfare services for financing its projects. The Council has tentative
plans of borrowing money from the National Bank on the security of these bonds,
but this operation would clearly be inflationary and undesirable. Its average
annual income from these bonds will therefore not be over LE 2.5 million. For
the peasants benefiting from the distribution of the land this sum will probably
represent in large part additional saving.

At present the agrarian reform organization is accumulating substantial
surpluses because it is payring only interest on its bonds while receiving both
interest and amortization payments from the peasants to whom land has been dis-
tributed. While this surplus is for the tirne being available to the government.
the latter cannot escape its obligation to start amortization paynments on these
tonds without seriously affecting its credit.

5. Foreign Assistance

Up to the beginning of 1954-55 Egypt had been allocated $15.8 million
in U.S. technical assistance and economic aid. The first substantial economic
aid program, hot,ever, was launched in 1954-55 when $40 million (LE 14 million)
was made available, including $7.5 million in the form of a loan repayable
in local currency. Of the total, $10.1 million has been allocated for highway
projects, $hb.3 million for waterways improvement, $16.1 million for railways and
$7.5 million for potable water supplies. Only about 10% of this total has
been disbursed by the end of 19545h55. In view of the interest of the United
Etates in stimulating economic development and promoting stability in the
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Middle East, aid may be expected to continue. l.hile it is diff'icult to hazard
a guess as to the amount, an additional LE 25-40 million may well be foithcoming
over the years immediately ahead.

6. Total Resources

Summing up, it may be estimated that over the next decade Egyptts
resources, apart from foreign borrowing, might be roughly as follows (in ,E
millions):

External (foreign exchange) resources
Borrowing from National Bank (minimum) 100

Fereign assistance _ 35
Sub-total 135

Domestic resources
Regular budget resources 25
Public loans 150
Extraordinary resources 35

Sub-total 210
Total 345

While some additional funds may be obtained by borrowing abroad and a more thorough
study m.ay yield a higher estimate of available resources, it will no doubt be
imperative to take drastic steps to keep development expenditures from exceeding
the resources. Against the total of LE 345 million estimated above must be put
probable expenditures of SE 295 million on Sadd el°4ali o-ver the next 10 years
and other development commitments of around S 130 million already undertaken
by the government for the years irmdiately ahead. The necessity for a thzrough
screening and proper programming of all expenditures on this account clearly
emerges, Alongside of Sadd el-Aali wthich will have its impact on living standards
only after a rather long period, the government will1 undoubtedly have to carry
on certain development projects which are sorely needed such as railway rehabili-
tation and those which are likely to be of more immediate benefit to the people
such as schools, hospitals and community centers. However, the pace at which
it carries out such projects and the amounts it allocates to them will have to
be carefully tailored to the resources available. A careful prograraming of ex-
penditures and resources will have to keep in mind that, while the available
resources which for the immediate period seem quite apple, they must be carefully
husbanded to meet the heavy expenditures which are likely to continue over the
next decade.
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VII. FOREIGN TRADE LND BAILANCE OF INTEERNATIONAL PAYP-NTS

Recenit Evolution

Egypt's balance of trade and payments has always been very much condi-
tioned by cotton and the governmentts policies relating thereto. From 1950
to 1952 inclusive the balance of payments was characterized by growing deficits
because the government was buying cotton at high prices, thus inflating domestic
purchasing power, and withholding the cotton from the world market thus prevent-
ing export earnings from rising as rapidly as the demand for imports. While the
foreign exchange proceeds of exports continued to rise from 4E 138.7 million in
19h9 to a peak of LE 201.9 million in 1951 or by LE 63.2 million, foreign exchange
disbursements on imports rose from ;E 158.3 million to SE 241.9 million or by
LE B3.6 million. With the deterioration in terns of trade and a sharp drop in
exports duriag 1952, the government had to impose severe restrictions on imports.
Beginning in October 1952 all imports were subject to individual license. The
government also adopted various foreign exchange devices to stimulate exports and
discourage imports. Thus in March 1953 it inaugurated the "import entitlement
systemtP whereby exporters who repatriated dollar and sterling exchange (later also
West German exchange) were enabled to get transferable "entitlements" conferring
a right to import certain articles not othenqise obtainable. These entitlements
ha7e been granted to the extent of 100% in return for cotton yarn and cloth
exports and of 75% in return for raw cotton yarn and cloth exports and of 75%
in return for raw cotton exports, and have been sold at premiums fluctuating
in accordance with market conditions. In addition, a considerable voluie of

transactions under a number of bilateral paymennts agreements including those
with the Netherlands, Belgium and Switzerland have been permitted at free rates
departing from the official par value of the Egyptian pound. In essence this
has entailed a limited devaluation of the pound and the inauguration of a consider-
able number oP de facto bilaternl exchange rates,

In 1952 the balance of payments deficit reached a peak of IN 55.4 million
and in the 3-year period 1950-52 the deficit totaled (after deducting a repur-
chase of pounds from the I.M.F. in 1950) ZE 86.2 million, entailing a decline
in gold and foreign exchange assets of LE 83.1 million. By 1953, hotever,
the deficit was greatly reduced and in 1954 a small surplus of h-E 5 million
was achieved. Res.ersal of the governments cotton policy in 1953 substantially
reduced domestic purchasing pcwer and demand for imports. At the same time
the measures to limit imports were taking effect and improved harvests permiit-
ted the country to get along with much smaller imports of cereals, WJhile
the substantial increase in the quantity of cotton was offset by lower world
market prices, a further decline in the total value of exports was at least
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Table 11

Balance of' Pavments

(TiE millions)

Current transactions: 1950 1951 1952 1953 19541/

Receipts
Proceeds of exports l88,5 201.9 145.6 135.3 1140.0
Transit trade 1.7 2.6 3.2 2.5 2.7
Insuranceh/ 0.2 0,4 1.0 0,7 005
Shipping 7,5 7.5 6.8 7.1 7.5
Suez Canal dues 26,2 26.4 26.6 29o1 30.5
Interest, dividends &
other revenue 4.6 4.9 4t8 6.3 4.7

British Army expenditures 13,0 14.7 5.8 9,0 5.3
Other Receipts _? 33.8 29 251 29.3

Total 268.3 292.2 218.7 215.1 220.3

Disbursements
Payments for imports 221,7 241.9 210.5 165.2 150O,
Transit trade 0.9 1c5 2.4 1.5 2.5
Insuranceb/- 1,3 1.5 0,9 Li, 1.0
Other commercial payments 2.0 2.5 2.2 2.2 2,2
Shipping 7.0 6.1 6.9 6.3 705
Interest, dividends &
other revenue 15.8 17,4 16.9 4 17.4 17.0

Travel & rTiaintenance 8.9 15.3 11.6 9.6 11.0
Egyptian Govt. expenditures 5.1 6.3 .5.7 6,6 11.0
Other disburseinents _U lL.5 15.0 1301 13_0

Total 277.5 307. 27f.l 223.s0 215.5

Balance of current transactions - 9.2 - 15.2 - 53,4 - 7.9 7 5.0
Net capital outflow - 4.8 - =_6 0 - 0.4
Overall deficit 14. - 19.8 - 55.4 - 8.3

,.~~~~~~~~.

Accounted for as follows:
Changes in assets and liabilities:t
Sterling balances - 29.0 - 54.4 - 40.1 A 3.7 - 2.1
Other foreign exchange holdings / 5.7 A 9.9 17.7 - 7.8 / 6.2
Monetary. gold A 15e9 f 26,6 - - -

Liabilities to non-residents -. 9.6 1.9 f 1.8 - 4e5 $ 0.9
Repurchase fr6m IIJF 30 - - - -

Errors & omissions - - £0.6 AP.±3-. -

Total -_14.0 -19.8 .55.& - 8.3

a/ Provisional
b/ Details on imports and experts are given in Tables 17 and 18,

Statistical Appendix.
c/ Other than on imports or exports
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arrested.'/

In the present year th3 balance of paymnents appears again to be de-
teriorating. Cotton exports have been slo* largely because of the new and
hi£her prices fixed by the gover-nment for the 1954/55 season. In the first
quarter of 1955, in comparison with the same quarter of 1954, exports dropped.
from BE 45.9 to ;3 38,0 million, while imports rose from BE 34.3 to EE 41.0
million. Thus a surplus °4b,BE 11G6 million was converted into a deficit of

SE 3 million. The premiums on "import entitlements'l which were generally at
their lo-vvest in the middle of 1954 have sih&n a rather steady tendency to
rise, reeching in MaY 1955 10% for sterling, 13 5% for dollars.and 12% for
Deutsche iarks (all as percent of official rates)2/, If, however, the govern-
ment carries out its announced intention to liberalize the cotton market,
exports may quickly r.ecover, with a consequent strengthening of the Egyptiun
pound.

Foreign Trade Prosrects

To discuss the prospect of the balance of payments in the long run, it
is necessary, above all, to envisage how foreign trade will deve;.rbp in the
light of the probable over-all eiaonomic development o, the country. In the
long-run future trade will be affected particularly by the completion of
Sadd el-Aali, the further development of manufacturing and possible petrole-
um discoveries,, .4

./ The fluctuations in export values as the result of changE in the
price of cotton is strikingly demonstrated in the following breakdown, made
by the IhF, of the proceeds of cotton exports (in hE millions):

492 1950 1951 1952 193 1954
"t first half)

Exports of raw cotton
Value of 1949 prices 106.1 12107 60,7 83.2 106.9 ̀ 59.5
Excess of value at 
current prices over
value at 1949 prices - 28.1 83.4 43,2 9.4 10,7

Total 106.1 149 8 164.1 126.4 116.3 70.2

It might be noted that Egypts over-all terms of trade (1949=Q0) rose to a
peat of 178 i"n 1951 and dr6oped to 112 and 87 in 1952 and 1953 re;pectively.

2/ See Table 20, Otatistical Appendix.;

-*'1.- '-
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The balance of trade in agricultural products will obviously be greatly
affected by the completion of Sadd el-Aali. The increase in cereals output,
however, will be more than offset by the probable growth in the population,
so that Egypt is likely to have a heavy deficit in wheat. On the other hand,
it should be able to produce a considerable surplus of rice (around 500OOO0
tons), and there is every indication that this Egyptian rice, which is of good
quality, can be produced and sold at a competitive price on the world market.
The amount of shorter-staple cottons available for export is likely to increase
substantially but, if conservative price assumptions are used, the foreign
exchange yield may be no higner than at present, The expansion of perennial
irrigation should make it possible to extend considerably the areas devoted to
certain fruits and vegetables, including tomatoes, potx%oes, citrus fruit and
grapes. Conditions for these crops in Egypt are excellent and although it
will take some time to solve problems of marketing and transportation, the
country should be able to develop a market for these products in Europe over the
long run,

In analyzing the prospects for manufacturing industry, it was pointed
out that some possibilities of "import substitution" would probably be realized,
particularly in the field of fertilizers, iron and steel products, paper and
cardboard. In addition, Egypt is likely to develop a limited though growing
market abroad for at least some of its manufactures, particularly fine yarn.

The prospects of petroleum development, as already indicated, are as
yet extremely difficult to assess. If it is assumed, as a minimum, -that
Egypt will be able to produce enough for its existing refinery capacity, net
import requirements will be consideraoly reduced particularly in view of the
savings in liquid fuels resulting from the installation of hydroelectric plant
at Sadd el-Aali.

In the light of these possibilities it is not improbable that sometime
between 1970 and 1975 when the full benefits of Sadd el-Aali will be realized,
total Egyptian exports will be in the nitk.hborhood of iE 175 million and im-
ports around IE 210 million. This would compare with LE 137 million and LE
'60 million respectively in 15°54 These projections, of course, are not
intended as predictions, but only as indications of probable magnitudes.

Development of 'Invisibles"

Among the anvisibles In the balance of payments, the items that are
most likely to be significantly affected in the future are (1) British Army
expenditures in Egypt, (2) income from the tourist trade, and (3) income from
the Suez Canal 0

At one time Egypt derived considerable foreign exchange income from
British ArnUr expenditures on the maintenance and operation of Suez Canal
Zone bases. By 1954, however, this income had dropped to -E 503 million,
and under the terms of the Anglo-Egyptian agreement concluded in October
1954 all British forces are to be withdrawn by June l95$6 British civilian
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contractors are to maintain certain parts of the Suez Canal bases ultil
October 1961, but it is unlilkely that their annual foreign exchange dis-
bursements will exceed E 3-4 million, and they will completely cease after
1961 unless the agreement is prolonged.

Income from the tourist trade, on the other hand, can be expected to
ircrease substantially in the long run. Egypt in common with other Eastern
Mediterranean countries, has experienced a rapid rise in the number of for-
eign visitors in recent years not only becauase world economic conditions
have been favorable, but also because the airplana has greatly extended the
orbit of travel for tourists, In 1954, 344,487 tourist arrivals were re-
corded. How much these tourists spend is difficult to ascertain, since the
Egyptian foreign exchange authorities keep no record of tourist receipts
which in the balance of payments are included nearly all under "other re-
ceiDts ". The Egyptian Tourist Administration has, however, made a ratner
careful inv-estigation which indicates that tourist expenditures may have
reached BE 17 million in 1954. while this may be an over-estimate, it can
reasonably be expected that income from this source will rise by at least
50% over the next decade or two provided the political situation in Egypt
remains stable. Egypt has enormous attraction for the tourist, and the pre-
sent government is fully alive to the importance of this trade and is carry-
ing out a well-conceived program to foster it.

In the long run one of the most significant increases in Egyptts foreign
exchange earnings will accrue when the Suez Canal concession expires in Novem-
ber 1968. At that time the Egyptian government is to receive full and free
ownership of the Suez Canal, subject only to the payment of compensation for
movable property and staff housing in Egypt, and possibly also for schools,
hospitals and chugches the company has builte It is reliably estimated that
thi.s compensation will not significantly exceed BE 15 million. Moreover,
this amount will presumably be paid over a number of years and will in any

-event be dwarfed by the additional benefits accruing to E#pt from full owner-
ship of the Canal.

In order to understand how Eg-ypt's income will be affected, a knowledge
of foreign exchange disbursements and receipts arising from the operdtion of
the Canal is nnmessary, The Egyptian balance of payments shows the gross re-
ceipts from Caagl dues, whether paid in Lordon, Paris ori Egypt. The dues re-
ceived::in London and Paris, hqoever, are earmarked predominantly for payments
by the Canal Company of`profits' debt service and other expenditures abroad;
and these payments are apparently entered on the debit side of Egyptls balance
of payments under "interest, divideAds) et--," and "other disbursements".
Table 12 sums up.the balance of these transactions and shows that Egypt's net
foreign exchange earnings from the Canal have in recent years been between
b 13 and 14 million annually. Once Egypt acquires the Canal concession, virtu-
ally the entire gross foreign exchange income will become net income except
for some disbursements for foreign personnel vwhich would probably be retained
and for renewal of equipment etc. On the basis of present receipts and ex-
penditures the increase in Egyptts net foreign exchange income would prob-
ably be around bE !`-13 million annually, but in view of the continued in-
crease in Canal traffic that can presumably be anticipated this amount is
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likely to be at least SE 15 million by the time the Canal concession ends.
In this connection it should be noted that the Suez Canal Company is now
carrying out certain works which will increase the capacity of the Canal./

Table 12

Balance of Foreign Exchange Transactions: Suez Canal

(IE millions)

1950 1951 1952 1953 1954
I. Canal Dues Paid

In London 16.3 17.1 17.4 17.14 n.a.
In Paris 2.3 2,5 2,7 3.0 n.a.
in Egrpt 7.6 6e.8 6oL4 8.7 n,a°

Total 26.2 26.4 26.6 29.1 30.5

II. Payments Abroad
Staff 0.9 2.8 2>6 3.3 n.a.
Service of bonds & shares 8.3 9.2 900 8.9 n,a.
Others 2.6 3.1 303 3,.8 n.a.

Total 11.8 15.1 14.9 16.0 n.a.

III. Egpt's Net Foreign
Exchange Receipts

Dues paid in Egypt 7.6 6.8 6.4 8.7 n.a.
Transfers from abroad:

a. to meet company
exoenditures 2.8 6.o 6.2 3.7 n.a.

b. for payment of
Egyptian Government 0.9 1.1 ,loO 10 n.a.

Total 11.3 13.9 13.6 13,14 n.a.

With respect to other invisibles in the balance of payments it may
be expected that in the long run net payments for shipping and insurance
will increase somewhat with the volume of foreign trade and that income from
foreign investment nill decline by several million ultimately as sterling
assets are used to finance development. The present government has no doubt
tried to encourage such investment by liberalizing restrictions on employment

j It is also worth noting that the Egyptian government's own revenues from
the Canal, which nowv total about LE 4 million per year in the form of taxes
and royalties, are likely to rise by about WE 10 million when it takes over
the concession.
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of foreign personnel and the requirements regarding participation of Egyptian
caAital and by enacting legislation in February 1953 and September 1954
which permits free transfer of profits and repatriation of' capital over a
period of five years. Howiever, except for foreign capital at present being
invested in oil exploration and development, substantial amounts of private
capital are unlikely to be forthcoming.

Balance of Pa-ments Prospects and Debt Service

Detailed estimates taking into account the factors influencing the
development of foreign trade and invisibles mentioned above, point to the
probability that in the long run - say between 1970 and 1975 - the total
volume of Egypt's international transactions may be about as follows (in
SE millions):

Receipts Payments

Merchandise trade 175 210
Travel 25 15
Suez Canal (net) 30 -
Other invisibles 45 5°

lotal : 275 275
Compared with 1954 totals: 220 215

This projection rests on a rather detailed analysis of the composition and
volume of future exports and imports. Conservative assumptions on the
volume and prices of exports have been adopted. SGRe allowance has also been
made for a possible underestimate of the total volume of imports derived from
a detailed estimate of the probable development of individual imports or
categories of imports.

W;ithin receipts and -agncynt of these o-cders of ma7nlitude t.here shnould
be a r-argin for foreign debt ser-vice. At present the Egyntian governmaent- has no
foreign debt except for the recenit loan of $7.5 million, repayable in local
currency, fron the U.S. goversnrent. In addituion, it has guaranteed a small
sterling debt of the City of Alexa-ndria of which only L 156,000 was out-
standing at the beginning of 1955. 1/ Egypt will also have an ultirate
liability to pay the equivalent of about .E 4.5 rillion as its share of the

1/ An EgyjDtian fertilizer corapary had outstanding at the end of MEay
1955 a debt of $i40350000 to the Exoort-ImDort Bank. Tlais debt does not
carry a government guaranty, ibut thle INational Bank guarantees transfer of
service.
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cost of raising the Owen Falls Darn at the headwaters of the Iilee. The
volume of suplierst credits outstanding, if any, is not definitelv known,
out on the basis of present information it is not believed to be significant.

Egypt's ability to service anyr significant additional foreign debt
is, of course, predicated on the maintenance of political and social stability
and the avoidance of inflation and prolonged interfereince in the marketing of
cotton both of which would seriously impair the balance of payments. In the
short run political stability appears reasonably- well assured, but there
are indications that the goverrment rnay not yet be fully aivare of the in-
flationary dangers in their development plans. In the long runL the prosnects
oP maintaining political as well as economic and financial stability will be
greatly enhanced if Egypt is able to carry forward a developnent nrogram
centering about the Sadd el-Aali project which will at least perrit it to
maintain the Present standard of living.

If over the next few years somse of the current umcertainties regarding
the govermient's econoi-iic and financial policies, the countryt s political
and social evolution and the prospects of additione.l oil outiOut are re-
solved in a manner that would improve the out'look, Egypt's ability to ser-
vice forein debt may well improve.

The Dollar Balance of Payments

Egyptts trade with the dollar area normally shows a deflcit. l/ In
only one out of the last 7 years, namely in 1950, did Egypt haave a small
surpLus in its trade witlh. the U.S. and Canada and then only because irports
were abnormally low while the value of cotton eujorts was rising. Apart
from this year, the average annual deficit over this period amounted, accord-
ing to M.S. and Canadian figures, to about, $20 million, and, acco;^ding
to Egyptian figures to t55 million. horeover, in addition to direct irn-
ports from the U.S. and Canada, Egypt also purchases pet-role-im p-Droducts from

1/ See Table 21, Statistical Appendix.
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"dollar oil comnpaniest'. Such imports have averaged ',18.5 million annually
over the last four years.

Until 10Lq7, when it left th-ie sterling area, -,_ypt was ab'e to draw on
the sterling area jool to mYeet its dollar requirements. Since then it has
had to resort to a wide variety of devices to keep its dollar accounts in
balance. imong these have been (a) substantial indirect im-orts of dollar
goods against payment in non-dollar currencies, although at a considerable
increase in cost, (b) a quecial arrangement with Britain, made in 1947,
under which Egy-pt receives the currencies, including dollars (probably
amounting to 17-10 million annually), in which Suez Canal dues are,,,paid in
London, (c) an arrangei'ent, part of the irglo-Egyptian financial agreeiaent
due to exvire at the end of 1960, under which the U.K. agreed to make cer-
tain amounts of dollars available f6r the ixjortation of dollar oil
(averaging : m1 million annually over the past four years), and (d) a
special one-time release by the U.K. of ! 1! million in dollars incidental
to the conclusion of the AnIo-Egyptian financial agreemient in 1951.

The extent to which Egypt has been aole to buy dollar goods with non-
dollar currencies is incdicated by the following conmpari.son of actual dollar
payments for imnorts from the American monetary area and imports from the
U.S. and Canada according to Egyptian customs figures (in .E millions):

Dollar Pa*ments
for imnorts from inmorts

A-tmerican KIonetary7 Area fraon U.S. and Canada

1951 11.3 67.2
1952 21.8 5J.2
1953 14.3 36.5
1954 (9 mos.) 9.2 13.8

Iliost of the dollar gooJ.s were .aid in sterling and through the so-called
"exoort pound"' systemr which was inaugurated in 1947 and discontinued in
January 1955. at one time so much sterling was used for such imports that
Egypt was compelled to use substantial amounts of its dollar reserves in
1952 and probably also in 1953 to replenish its free sterling holdings.
Under the "export pound" system iim.orts from hard currency areas could be
paid in Egyptian r,ounds which were usable in turn for payment of exports
from Egypt. any foreign rmerchants took advantage of this means of pay-
ment and sold large quantities of dollar goods to Egypt against such ex-
port pounds but only at a substantial advance in price. l'

For the future there is no prospect that EQrpt will be able to balance
its transactions with the dollar area out of its own dollar earnings. Ex-
ports to the dollar area consist almost entirely of long-staple cotton for
which there is no expandin-g market and which are unlikely to average more
than '20-25 million annuall]y. Necessary imports from the dollar area, on
tne other hand, are unlikely to be less than 9.40-50 million, and in the

/ For an analysis of dollar receicts and payments, see Table 23,
Statistical Appendix.



long run may substantially exceed this figure as Egyptls cereals deficit
grows. Even with the dollar income from the Suez Canal it -rill not be
possible to bridge this deficit.

This does not means holwever, that Egypt can service no dollar debt.
It is a striking fact that Egypt has been able continuously to import large
quantities of dollar goods from European countries against payment in non-
dollar currencies. In other words Egyptts non-dollar earnings have actually
been convertible into dollars to some extent. If this has been possible in
the past during years ;7hen the dollar supply in Europe was rather stringent,
it is reasonable to expect that it will also be possible during the future
when Wvestern Europe's over-all dollar portion may well be easier. Moreover,
Egypt still has a considerable reser:ve of gold and dollar holdings on which
it could, if necessary, draw. As of the end of April 1955 dollar assets
of the government and banks amounted to *b5O iillion and gold holdings,
stetuning in large part from a conversion of dollars into gold in 1951, were
valued at 4Ž174 million. ~Vhile some dollar debt could therefore be serviced
it would obviously be prudent for Egypt to contract as much as possible of
any foreign debt in non-dollar currencies.

Short-term Balance of Payments Prospects

Over the next five to ten years, the balance of payments is likely to
be under considerable pressure because of the rapidly accelerating develop-
ment program. The foreign exchange component in the public investment in
Sadd el-Aali alone is likely to be on the average BE 13 million per year;
and the few large industrial projects (steel and fertilizers) will also
require substantial expenditures abroad. An excessive drain on foreign
assets can be avoided only if the government keeps total development out-
lays within the real resources available and adheres to sound cotton
marketing policies. Quite apart from foreign borrolwring, certain external
resources -will be available to meet extra foreign spending. It has already
been mentioned thiat nearly all of the W40 rmillion in U.S. aid remains un-
spent and that additional aid may be made available. It has also been
indicated that Egypt can safelv draw dowin its foreign exchange reserves at
an average annual rate of iE 10 million. The government is at present
negotiating with the United Kingdom to accelerate the release of blocked
sterling which will fall to 1 10 million a year from 1957 to 1960 inclusive
and to obtain release of the "hard core" remaining at the end of 1960.
While additional sterling releases would give the government greater flexi-
bility in financing its requirements abroad, they would also tempt it to
dissinate tlhese reservies too rapidlr. Since development ex;pendituros are
likely to str.ai n the balance o' 7--aym.-ent3 for a rather long period it is
important that foreign reserves should be husbanded carefully and their use
spread over a considerable number of years.
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TABIE 1

POPUTATIO_ MOVEI E131

Total Population Crude Birth and Death Rates
Percent Infant

Increase over Live lMortality
Population Previous Decade Births Deaths per 1000

Year (OOOts) or Year Year per 1000 per 1000 live births

1897 9,715 1920-24 42.8 25.7 140.7

1907 11,287 16 1925-29 43.9 26.5 152.5

1917 12,751 14 193*-34, 43.7 27.1 162.5

1927 14,218 11 1935-39 42.8 26.9 162.9

2cs97 15,933 12 ^ 1945 42.7 27.7 152.8

1947 19,022 19 1947 44.0 21.0

1948 19,494 2.5 1948 43.0 20.0

1949 19,888 2.0 1949 42.0 21.0 135.5

195G 20,393 2.5 1950 44.0 19,0 1Zp9.6

1951 20,871 2.3 1951 45.0 2.9.0 124.0

1952 21,403 2.5 1952 46.0 18.2

1953 21,953 2.6 1953 45.0 19.8

.7j~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~.
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ThBLZ 2

PER CAPITA CONSUMPTION OF STAPLE PRODUCTS

Prewar Avrerage
(1935-39) 1948 1949 1950 1951 1952 1953

Calories
kcalories per diem) 2,366 2,336 2,466 2,296 2,337 2,328 2,319

?iLotein
(grs. per diem) 70.0 66.8 71.7 67.8 68.14 68.7 68.o

-^ereals
(kg. per annum) 182.1 181.9 185.6 164.2 171.0 169.1 166.8

iileat
(kg. per annum) 9.9 8.9 7.35 8.1 9.3 8.7 8.1

Sugar and honey
(kg. per annum) 13.6 11.3 15.8 14.2 14J.6 16.O 16.8

Tea
(kg. per annum) 0.148 0.71 0.82 0.80 008o O- 76 0.92

Coffee
(kg. per annum) 0o56 0,54 0.149 0.30 0¢27 0.23 0,21

Cotton goods
(kg. per annum) 2.14 2,8 2.7 2.4 2.2 2.4 2.6

Tobacco
(kg. per annum) 0.35 0.63 o 0.65 0.65 0e57 O.50

.Soap
(kg. per annum) 3.32 - - - 3.49 3,22 2055

Note: For most articles the data refers to the supply available per capita,
ignoring carryover from year to year,



TABLE 3

CONSUMPTION OF FOODSTUFFS, PER CAPUT

1934-35 to 1938-39 1947-48 - l949-50 1951-'2 1952-53
Type Kg. Calories Protein Kg. Calories Protein Kg. Calories Protein Eg. Calories Protein Kg. Calories Protein
of per per per per per per per per per per per per per per per
Food Year Day Day Year Day Day Year Da,v D&y Year Day Dfay Year Dfay Day_

(grams) (grams) (grams) (grams) (grams)

Cereals 182.1 1,771 49.0 181.9 1.755 48.3 164.2 1,593 44.5 169.1 1,643 48.o 166.8 1,620 46.3

Starohy
Crops 4.2 12 0.1 6.7 17 0.3 8.7 21 0.4 8.1 20 0.3 6.7 17 0-3

Sugar and
Roney 13.6 130 - 11.3 116 - 14.2 147 - 16.0 165 - 16.8 174 -

Besas and
Nuts 12.4 125 7.5 8.7 88 5.2 12.4 123 7.7 10.7 107 6.7 10.2 102 6.6

Fresh
Vegetables 26.6 19 1.0 44.2 43 2.4 34.1 25 1.3 42.4 31 1.8 48.4 32 2.2

Frait 39.9 80 1.1 21.3 60 0.7 29.5 69 0.9 45.9 103 1.4 45.4 101 1.7

Meat 9.9 60 4.9 8.9 35 3.3 8.1 51 4.0 8.7 53 4.8 8.1 49 4.3

Aggo 1.3 6 0,4 1.0 4 0.3 o.6 3 0.2 0.6 3 0.2 0.8 4 0.4

Fish 2.6 11 1.4 2.6 4 0.6 3.0 14 1.7 3.0 12 1.4 3.2 13 1.6

Milk 43.4 105 4.6 54.1 134 5.7 65.6 164 7.1 48.2 119 5.1 43.7 108 4.6

Oil 1.9 47 - 3.3 80 - 3.6 86 - 3.0 72 - 3-9 95 -

TOt'AL 338.9 2,366 70.0 344.0 2,336 66.8 344.0 2,296 67.8 355.7 2,328 68.7 354.0 2,319 68.o

Animal Protein 11.3 9.8 13.1 11.5 10.9



TABLE 4

A. EGYPTIAN AGRICULTURAL PRODUCTION

Area (1000 feddans) Prodbaction tiono)

Crop 1935-39 1945-49 1950-51 1951-52 1952-53 1953-54 1954-55 Unit 1935-39 1945-49 1950-51 1951-52 1952-53 1953-54 1954-55

Cotton 1,754 1,316 1,974 1,979 1,967 1,324 1,580 Yantar 45 kg 9/ 9,137 7,o64 8,500 8,076 9,922 7,082 7,900
Cereals 4,010 4,708 4,044 4,192 4,050 4,831 4,891 Adb=10k ,1 ,1 ,8 ,6 ,6 031 1,3
Wheat 1,410 1,559 1,382 1,497 1,402 1,790 195 A 8,319 8,516 6,785 8,060 7,260 10.311 11,530
Barley 266 246 117 118 137 116 122 Ardeb = 120 kg 1,940 1,523 758 830 981 860 963
Maize 1,540 1,636 1,451 1,655 1,704 2,016 1,904 Ardeb = 140 kg 11,372 10,257 9,329 10,151 10,757 13,237 12,330
Millet 358 561 393 434 433 486 460 Ardeb = 140 kg 3,260 4.232 4,050 3,694 3,732 4.155 3,920
Rice 445 706 ?01 488 374 423 610 Ardeb = 200 kg |/ 2,272 3,705 4,140 2,068 1,723 2,174 3,717

PFLls8s
Beans 393 395 356 320 355 299 315 Ardeb - 155 kg 1,908 1,906 1,287 1,495 1,610 1,348 1,540
Lentils 79 74 81 75 58 69 87 Ardeb = 120 kg 343 305 320 293 199 295 380
Chickpeas 6 16 16 13 15 7 9 Ardeb = 150 5k 27 73 72 60 64 33 -
Femigreek 87 60 53 54 54 53 51 Ardeb = 155 kg 316 241 182 203 217 210 - 4_
Lapine 16 14 13 11 11 12 13 Ardeb = 150 kg 60 54 49 45 43 46 -_
Peanute 22 24 25 25 26 31 32 Ardeb - 78 kg 208 Z28 242 250 268 324 -

Onions 33 27 32 32 26 29 Kantar = 45 kg. 5,407 5,188 5,665 6,852 5,938 6,702
Berseem 1,643 1,967 2,185 2,122 2,212- 2,142 2,270 - - - - - - _
Sagar Cane 67 92 81 86 92 104 110 Metric Ton: 150 192 195 188 229 238 -
Vegetables - 257 215 200 252 290 - - - - - - -
Prait 64 78 87 91 94 96 - - - -
Oranges - Metric Ton 118 - 204 241 232 -
Mandarine - Metric Ton 97 - _ 76 59 60 -

Total 8,281 9,134 9,225 9,270 9,299 9.366

L/ lint
k/ White rice (Contld-2)
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TABlE 4 (Corttd--2)

B. GCROSS VALUE CF AGRICUTITTUAL_TODUCTIOI

(LE: Uhousands)

rop l1935-39 1945-49 1950-`1 195' 52 1952-53 1953- 54

Cotton 24,900 j 79,246 a/ 196,429 / 179,250 1/126,605a/ 85,916 i
Cereals 116,654
Wheat ) ( 56,387
Barley) ( 2,373
Maize ) 30,600 90,526 85,363 72,700 71,569 (36,39
1/1llet) 10,476
Rice ) ( 11,020

Palses
Beans o (7,322
LenAt)ils (2,558

Chickpeas) 3,900 12,296 , 15,540 11,400 13,522 -

lupine ) ; -

Peanruts ) (1,050
Onions 2 b/ b/ b/ / 4,136
Berseem b/ b/ b/ b/ 41,912
S-ugar Cane bbl b/ b/ 8,995
Vegetables 2,000 .t11,213 13,304 13,000 10,800 14,800
Fruit 1,900 8,159 9,908 10,400 10,500 18,C097
Other 16,500 53,166 66,157 65,500 63,000 2,832

Total: 79,800 254,606 387,281 352,250 295,996 305,418

Meat products 11,800 30,540 50,401 51,500 48,121 32,039c/
Dairy products 4,080 21,014 29,287 30,000 30,000 20,98,'/
Raw wool 190 512 825 800 600 538
Poultry products 14,000 11,419 11,041 11,000 10,500 10,929

Grancd Total: 993370 318,691 473,835 445,500 385,217 369,913

a/ lint rAd seed
b/ Included in other 
c/ Not comnparable with previous estimates.
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TABLE 5

PRODUCTION AND EXPORT OF COTTON BY STJA?PJ2 1EIjGTIB
('000 Kantars)

Season Extra l Staple LO S NMedim Stae Others
(1-3k/8' and over) (1-2 "- 1-3/8") (l-l/3"7 1j )

Karnak T otal Geza 30 Total Ashbouni Total
1948.49

Production 1,951 2,447 91 913 3,259 4,462 144
Exports 2,545 3,117 803 803 2,700 3,975 43

194-9-50
Production 2,965 3,717 779 779 3,379 4,016 187
Exnorts 3,952 4,585 633 633 3,330 3,542 g8

1950-51
Production 2,602 2,831 1,617 1,617 3,282 3,746 307
Exports 2,555 2,821 1,366 1,366 1,866 2,061 178

1951-52
Production 2,562 3,036 1,200 1,200 3,129 3,439 398
Exnorts 2,041 2,411 1,061 1,061 2,C92 2,202 143

1952-53
Production 4,242 4,404 1,270 1,302 3,648 3,899 322
Exports 2,941 3,123 1,316 1,316 2,321 2,553 109

1953-54
Production 2,313 2,418 1,362 1,387 2,313 2,510 268
Exports 3,524. 3,709 1,509 1,509 1,803 1,931 73
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TABL-E 6

BUYIY,G AID SE=LING PRICES OF EGYITPIk. COTTONV CO012ISSION

(Tala'aris per Kantar)

Buyirg Selling
Season (Grade Good) (Grade FG)

Karnak Ashmouni Karnak AshIouni

1952-53 -IV
Dec. ) ) 69.76 58.37
March ) 67.50 ) 60.0 69.53 55.01
June ) ) 70.56 57.03

1953-54
Sept. 583. 50.0 69.57 60.23
Dec. 59.0 50.0 71.4g 60.15
Ma1.rch 60.0 52.0 80.64 67.71
June 60.0 52.0 7.S89 65.93

1954-55
Sept. 65.0 55.0 8.4.34 68e77
Dec. 65.5 55.5 84-11 68.59
Ivarch 66,0 56,0
June 66.0 56.0

a/ 5 tallaris -IE 1
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TABLE 7

COEPARISON OF SPrT PRICES OF JS AND EGTIAN COT07TON

(in LM 0 pet lb.)

Annerican Yiddding Karnak Ashnouni
Period b/ Good Good

1950-51 42.58 90.00 74.28

1951-52 39.42 59.08 59.60

1952-53 X 34.52 44.87 37.15

1953-54 33.52 46057 37.44

1954-55
August 34.05 49.05 38.77

November 33.70 5L26 4129

February 34.06 51.72 41,66

April 33.39 50.29 t 40.1

a/ Including export taxes. K
b, Average of srot markets.

A'~~~~~~~~~~,. 
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TABIE 8

A. PRODUCTIOIT OF CRUDE OIL

Field 1910 1920 1930 1940 1950 1953 1954
(in thousand metric tons)

Gemsa 1.6 2.8 - - - -
Abu-Durba - - r5 .6 - - - -

Hurghada - 144.5 287.6 109.0 38.5 39.9 39.0 37.9
Ras Gharib - - - 824.2 'y1,2:49.0 1,200.0 '-1,217.6 1,266.7
Sudr - - 618.5 340.8 310.5 314.0
As! - 559.4 796.6 820.5 351.6
Ras Hiatarma - -- - - - - - 16.1

Total: 1.6 147.3 288.1 933.8 2,365.4 2,377.3 2,387.6 1,986.3

B. FRL'I?I\.ERY OUTPUT OF IAIIN PETROIBLIM PRODUCTS

1939 1945 1950 1952 1953 195-

(in thousand metric tons)

M4otor Gasoline 109.6 181.5 200.1 177.3 180.1 222.1
Kerosine 54.8 79.4 150.0 199.6 197.7 218.1
Gas Oil & Diesel Fuel 82.0 94.2 127.9 113.8 98.6 212.0
Furnace Fuel 254.0 625.0 1,632.9 1,662.8 1,668.0 1,507.3
Bitunen 159.3 160.5 80.3 50.8 38.7 47.6

Total: 659.7 1,140.6 2,191.2 2,204.3 2,183.1 2,207.1

(CoWtd.)



TABIE8 (Cont'd)

C. COi'lSUMPTION OF 1AIUN PE,TROIZT5J PRODUICTS

1910 1920 1930 1940 1950 1952 1953 1954

(in thousand metric tons)

Aviation Gasoline - - - 3.0 37.7 30.3 33.6 45.8
Mlotor Gasoline - 4.8 58.6 84.9 244.2 252.2 253.6 262.7
Kerosine 103(,7 124.6 295.5 271.8 563.9 665.1 728.3 770.3
Gas Oil and

Diesel Fuel - - 139.6 227.8 354.9 342.8 345.4 364.7
Furnace Fuel - - 49.8 197.1 1,626.9 1,754.1 1,803.3 1,901.0
Bitumen - - 17.0 48.1 * 40.4 28.8 33.7 45.0
Iubricants - - 19.4 24.0 39.5 41.7 33.8 41.1

Total: 103.7 129.4 580.7 856.7 2,907.5 3,115.0 3,231.7 3,430.6

D. I-PORTS OF IAIT PETROLET01f, PRODUCTS

2949 1950 11 1952 1953 1954

(in thousand metric tons)

Aviation Gasoline 35.0 37.7 46,0 30.3 33.6 45.8
:otor Gasoline 1.2 4$.1 62.8 74.9 73.5 40.6
Kerosine 401.5 413.9 434.4 465.5 530.6 552.2
Gas Oil/Diesel Fuel 212.7 227.0 268.7 229.0 246.8 152.7
Furnace Fuel 15.9 - 143.9 91.3 135.3 393.7
liubricants @ 37.5 39.5 49.3 41.7 33.8 41.1

Total: 703.8 762.2 1,005,1 932.7 1,053.6 1,226.1

E. COST CF IMPTORTS iF MAIN PETROLEUM PRODUCTS

1949 950 1951 192 1954

(I IE thousand)

Aviation Gasoline 54.0 125,0 118.0 140.0 154.0 109.0
Motor Gasolinle 278.0 923.0 1,16L0 1,087.0 1,092.9? 376k,So
Kerosine 2,613.0 5,138.0 5,512.0 6,831.0 6,965.0 4,4354.:.
Gas Oil/Diesel Fuel 1,322.0 2,385.0 32047.0 3,155.0 2,734.0 1,592-.0
Furnace Fuel 270.0 237.0 1,320.0 859.0 466.0 2,672.0
Lubricants C)82,0 1,017.0 1,391.0 1,558.0 1,520.0 1,300.0

Total: 5,519.0 9,825.0 13,107.0 149274.0 13,137.0 10,484.0*

*The 1954 figures exclude the value of petroleum products imported from Russia and
Roumania under barter trade agreements.



-56-

TABTE 9

_ d coo ' S ) P

Number of Workers Eaed _y ize of ent
10 andl ovo- _Total

Year 15-4 T otal 500 and over Employ"ent

1927 go.8 32.0 11O.g _ 233.6

1937 104.1 34.0 161.6 - 299.7

1944 110.0 34.3 232.2 87.7 316.5

1947 115.0 36.4 263.9 - 415.3

1950 115.0 31.5 226.7 92.6 373.2 b/

1953 115.0 35.0 238.4 114.4 388.4 b/

1954 114.4 47.6 243.1 110.0 405.1

a/ Derived from industrial and manufacturing cenisuses and industrial
enumerations. Figures have been adjusted by the statisvical adviser
of the I"iinistry of Finance and Econonqy to ensure rough comparability.

b/ Probabl,y anderestimated. The true figures for 1950 and 1953 were
probably about 400 and 405 thousand respectively.



TALZf 10

INDUSTRIAL PROUCTIOIT

Industry Y=t 1930 1939 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954

Textile Industry
Ootton yarn Tons(OOO's) 2.9(1931) 24.0 38.8 41.0 43.4 50.2 54.3 49.0 53.4 55.7 59.4 64.3Cotton fabricg Meters (mil.) 210.9 220.8 234.0 252.3Wool yarn Tons(OOO's) 4.6 2.5 2.5 2.1 2.0 3.0 E.8Wool fabrics Meters (mil.) 3.2 4.0 3.2 4.2 6.4Tons 878 1,406 1,079 1,037 1,227 1,823 2,056Rayon yarn Tons (000's) - 0.9 1.9 2.3 2.3 2.5 3.5Staple fiber yarn Tons (000's) - - 1.3 2.2 1.7 2.6 2.7Rayon fabrics Tons 3,093 4,296 4,458 4,000 4,o00* 4.900*Jute cloth, Tons 2,700 2,100 2,200 2,700 2,400 l,60o 1,870

Food Industry
Syrups, Jams & frait conserves Tons 248 363 417Tomato sauce Tons 160 359 476Canned vegetables Tons 154 193 212 _Macaroni, spaghetti, etc. Tons 18,500 23,000sugar Tons (000's) 162 162 180 222 191 175 195 188 228 262Glucose Tons 2,941 2,805 3,800 5,193 5,232 7,690Starch Tone 7,900 7,526 3,177 3,942 3,920 4,106 5,334 5,023 5,490Wine Liters (OOO0s) 846 1,126 1,621 1,619 2,000Beer Liters (mil.) 7.8 38 29 18 15 11 13 13 12 8

Chemical Indastry
Cottonseed oil Tons (.000s) 49.2 93.0 101.8 88.9 92.2 110,5 85.1Soap Tons 69.113 67,332 55,599 59,500Glycerine Tons 350 550 884Yertilizers Tons (00019) 70 168 206 216 268Alcohol Liters (mil.) 4.6 9.0 9.4 14.6 10.6 14.4 13,2 13.5Caustic Soda Tons 6,ooo 4,500 3,500 2,500 753 2,169 2,371Matches - packis of 20 Gross (000's) 941(1938) 769 455 1,055 1,493 1,396 1,374boxsa of 60 Gross (ooo0s) 108(1938) 439 1,451 1,576 1,507 1,377 1,430

Estimate 
(Cont'd-2)
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TABLE 10 (Cont'd)

IndustrY unit 1930 1939 1945 1946 1947 1948 1949 1950 1951 1952 1953 19j44

Other Industries
Iron and Steel Tons 1,000 5,000 25,000 32,000 50,000 58,000 90,000Razor blades millions 30Paper and cardboard. Tone 1,500 17,961 19,883 20,835 2V,245 20,354 24,203
Leather Tons 5,900 6,400 7,120 6,962 7,469Jlectric light bulbs Millions 3 3

A&IlAing Materials
Ceentt Tons (OOOts) 780 876 1,020 1,130 947 1,097 1,237Bricks (Red) Millions 800 145 120 200Ilat Giass Tone 4,900 7,200Glassware Tons 4,975 4,135

Petroleum Refining
Gasoline Tons. (000s) 104 188 198 197 215 194 192 176 187 224Kerosene Tons (OOO1B) 52 67 72 94 111 150 210 218 205 220 cDDiesel & solar oil Tons (000's) 77 77 80 103 128 115 121 25Jurnace oil Tone (OOOts) 282 608 695 1,266 1,534 1,628 1,490 1,606 1,689 1,506

Blectric Power (Public Utilities) KWE (mil.) 609 629 701

Extractive Indastries
Petrol=um Tons (0001s) 285 749 1,791 2,266 2,593 2,324 2,383 2,268 1,972Phosphates Ton: (000's) 313.5 547.5 349.4 294.0 371.2 377.0 350.5 397.2 514.7 527.1 484.1 534.7Manganese Tons (OOO's) 121.2 119.9 59.9 138.6 152.2 155.4 195.4 284.1 177.8
Salt Tons (000's) 9.1 7.2 46.4 126.4 363.9 567.4 607.o 498.4 387.6 450.5



TABLE 11

OUTSTANDING DEBTS OF T7-` EGYPTIAN G0VERNICEPT

(LE millions)

End End End E-nd End Jan-31 Feb.28
1959551 92 93 55 195

Loans
National Iroan 34% 1963/73 67.0 67.0 67.0 67.0 67.0 67.0 67.0

if 11 . 2-3/4% 1955/58 11.0 11.0 11.0 1.0 L1.0 11.0 11.0
Palestine Loan Z1.% 1959/61 15.0 15.0 15.0 15.0 15.0 15.0 15.0

tv
ft ft 3% 1969/79 15.0 15.0 15.0 1500 15.0- 15.0 15.0

Cotton Loan 3- 1954/55 - - 15.0 15.0 15e0 15.0 15.0
Agrarian Reform Bonds 4

(law No. 350/1952)- - - 12.5 12.5 14,.2
Developmneat loan 221a 1959/60 - - - - - 5.0 5.0

ft 3% 1964/65 -- - 10 0 10.0
ft t1 -32% 1969/70 - 10.0 10.0

108,0 108.0 123.0 123.0 135.5 160.5 162.2

Treasury Bills a/ -
law 41 of' 1946 &'90 and

128 of 1951 12.0 35.0 40.0 27.5 24.0 9.0 7.0
Law 294 of 1952 - - 10.0 20,0 - _ _

" 296 of 1953 - - - 2.0 - - -

232 of 1954 14.0 27.0 29.0

12.0 35.0 50.0 49.5 38.0 36.0 36.0

Total 120.0 143.0 173.0 172.5 173.5 196.5 198.2

a/ Excluding bills serving as note issue in conformity with law 57 of 1951.

.4
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ThBIE 12

OWREESH--IP' O} EGVYPIlN PULI-IC DEBT
AS AT JANU-ARY 31 1955

3Žprian Government Securities held by: XE millions

Nlational Barl 22.6

Other Banks 12.6

Postal Savings Bank- 19.7 -/

Government
(including Sinling Fuhfs) 16.7 a/

71.6

Other holders 88.9

Total 160.5

ri-Dotian Government TreasmrvI Billgs

National Banlk 27.0

Other Banks 0.1

Posta2 Savings Bank i.8

Debt: Sinking Funds & Other Govt. Funds 7.1

Total 36.0 b/

a1 Figures siow distribution cf December, 1953.

b/ Ez-clusive of bill's serving as note issue in conformityr ,ith
Law 57, 1951.

.4
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TABLE 13

A0IEY SUPPLY A_ MRIGCS

End Ioe F eI____- erices
(TE 'iMllions) (June-August 10939 = 100)

Currency Deposits a/ Total Wholesale Cost of Ii-yE

1949 170.3 177.4 347.9 322 282

1950 138.7 171.8 360.5 376 306

1951 204.1 168.8 372.9 386 328

1952 206.8 1-60.3 367.1 343 296

1953 191.3 158.9 350.2 354 294

1954 189.6 171.4 361.0 342 2835

a/ Including only current orivate deposits. The National Bank of. Egyp*v
includes time deposits in its statistics on money suipply on the ground
that holders can in fact draw on these deposits at anry timae and that
the increasing pronortion of ti. e deposits to sight deposits in
recent years is due only to the coynnpetition among banks for depositors.
While there is sore merit to this contention, it should be noted that
in any event currency is the most siggnificant factor 'in money supDply

in any cwpntry like Egrpt where the use of "cheque money?! is still
very lirited.
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TABIE 14

DEPmIITS OC POSTAL SAVTiTG3 BWMK

Enrd T otal
IE thousards)

1949 30,035

1950 29,680

1951 2S,446

1952 2?, 541

1953 26, 797

1954 26,445
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TAB3E 15

Rl'I&NCE SERPT ITEIS OF CTAR-IF1,G BANKS

(LE millions)

Cash and Balances Discounts
Period with National Bank Investrents ard Advances D E s Its

Middle
1949 48. . 18.2 55.4 125.6

1950 49.7 14.2 7024 139.3

1951 63.4 12.8 74,0 147.7

1952 47.6 - 114 878 137.2

1953 63.7 14. 5 74.2 142. 5

1954 46.5 15.6 90.3 143.1

End
1953 37.6 15.3 102.7 141.7

1954 3i.S 17.0 130.8 155.5
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TABWE 16

BATANO SP3TS O CF 'AIG AiD i0-WCIEtJRING BANKS

(LE millions)

Sept. End Sept. End Sept. End
1952 1952 1953 1953 1954 1954

A.ssets
1. Cash 8.1 7.2 7.7 5.9 8.1 5.9
2. Balances with National Bank 52.0 35.0 46.9 36.8 42.3 32.0
3. Other iteim of cash nlature 1.0 0.5 4 0.7 1.3 1.4
4. Bills discoLunted,

loans and advances 90.0 113.6 100.5 114.6 108.9 145.0
5. Investments.< 18.3 17,0 16.6 16.9 17.7 1S.8
6. Corresponce sU 13.1 16.3 19.1 15.2 18.7 21.7
7. Other 4.8 5.5 5*7 5.7 6e1 5.8

Liab-1.1ities
8. Capital and Reserves 17.3 17.0 17,6 17.4 18.5 l9.4
9. Checks & drafts outstanding 1.3 1.4 1.4 1.3 1.4 1.5

10. Correspondents 4.7 5.5 9.7 8.1 10.8 12.1
11. Current deposits 111.4 112i2 112.8 109.9 110.7 121.2
12. Tirme and savings deposits 3941 37.3 43.4 46.7 51.0 52.6
13. Borrowings 0.7 4.2 0.4 4.3 0.9 13.0
14. Other 14.8 13.3 12.6 11.3 9.7 11.7

To'tal assets and liabilities 189.2 191.3 198.0 196.5 203.1 230.7

Reserve Ratio a' 33.3 22.3 28.0 22.2 24.4 17.1

a/_ Item (2) x 100
Itemas 9, 10, 11 and 12

4-,~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~.
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TABI$ 17

FMERIGN TRADE

(;E millions)

1949 1950 1951 1952 1953 1954

Emports
Cotton 106.1 149.8 164.1 126.4 116.3 113.1
Cotton ya-;n 1.9 2.4 6.9 3.5 2.0
Rice 14.4 7.6 14.5 C.8 - 2.g
Onions 1.2 2.0 v/ 1.5 2.6 4.1 2.5
Othier 12.3 11.2 i 28.1 10.4 13.5 16.7

Total 135,9 173.0 200.6 142.9 135.9 136.7

It.-ports
Consumers goods

Foodstuffs ar
beverages 18.0 25.1 20.9 24.8 20.8 17.1

Kerosene 4.0 3.8 4.5 6.7 7.0 7.7
Ot'ier 27.3 2t1.5 *33.2 25.5 : -21X5 19.6

SLb-total 49.3 70.4 63.6 57.0 49.3 /4.4

Producers goods
Raw nateridis .87. 107.5 130.6 126.7 95.3 -8.3
Ca-i,a, goocs ;17.Q 20.6 24.1 1-24. 8 3 22.5
Fuel other than-,
Ikerosena 7.0 5.4 9.2 8.7 6 7.2

SS-total 111.9 133.5 163.9 160.2 119.7 108.0

O thor 13.5 10.7 52.6 8.8 5.4 7.3

Total 1 1742M 214.6 280.1 226.0 174.4 159.8

V .~~~~~~~~~~~~~~~

I d/ Estiante
-- Ll ncl-uciing-gold. -. -. - -
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TABTE 1j

P-RTINCTPAL II ORTS

(E millions)

1951 1952 1953 1954

Wheat and vtheat flour 37.6 39.7 25.4 2.4

Co2fee and tea 9.5 8.2 9.6 10.1

Edible fruit 3.6 3.3 2.8 2.4.

Tobacco, cigars e cigarettes 5.3 5.3 5.0 5.0

Uiquid fuels a;nd luibricants 13.0 15.0 13. 15.1

Pharmaceutical productUs 4.7 4.3 5.0 5.2

Fertilizers 12.3 13.7 11.5 11.2

Ti.Lfer, plywvood and pulp 12.0 6.1 7.4 8.6

Paper, cardboard. and newspr int 5.g 5.2 4.0 4.4

Rayon, including yarn and. cloth 4.6 2.6 2.1 ?

Woollens, raw and rmnafactured 7.0 7.0 4.6 4.3

Cotton yarn, cloth, etc. 9.1 5.3 5.2 2.9

Jute articles a-nd sacking 3.2 2.8 0,9 2.1

Iron and steel 3.4 3.5 7.2 8.0

Boilers, pumps and machi:nes 3.6 4.4 2.8 1.8

Textile machinery 1.5 2.1 1.7 2.6

Motor vehicles and accessories 10.0 7.9 4.0 4.9
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TABI3E 19

GOID AMD FOIREIGIT EXCiANGE ASSETS OF BANKS

(42 i-,llions)

End
Year Gold Sterlin _ U.S. dollars Other Tot4l

NTo. No. 2 Totual

1948 13.0 71,1 263.6 334.7 5.9 X 10.3 363.9

1949 'I8S. / 62.4 246.7 309.0 2L-3 a/ 7.6 3 56.7J

1950 34.1 52.3 224.4 276.7 25.6 l8.2 354.6

1951 60.6 23.9 196.2 220.1 37.4 12.3 330.4

1952 . 60.6 6.3 173.7 lSO.0 20.3 11.4 272.3

1953 60.6 19.1 163.9 l83.0 . 11.5 10.4 265.5

1955
(Jan.1) 60.6 34.7 146.2 180.9 13.3 14.8 269.6

19-55
(Feb.26) 60.6 51.6 137.1 lSS.7 14.9 9.8 2714.0

Ag Affected by devaluation.



TA BLE 20

PBBIJUVIMS 071 I 7PO D 3TTITLES: -T ACCOU.TS

(as percent of official rates)

End of Pounds Sterling 'US dollars Deutsche NHarlks

1953 - June !.5 11.5 -

Sent. 5.h 10.4 13.0

Dec. 5.3 8.3 12.0

1954 - Liarch 3.1 5.4 4.1

June 3.8 4.1 6.2

Sept. 6.6 6g3 11.0

Dec. (aver.) 6.9 10.0 8.6

1955 - 2ljrch 9g4 11.2 11.5

RJIa;y 10.0 13.5 12.0

* ~ ~ ~ ~ ~ ~ _. _ 
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TABIE 21

EGCT1I2S TRDE WIT7H U.S. AS'-'.V CANADA

( niliols )

According to
U.S. and Canadian Figures Accorein- 'to ES, tian Figures

Yrear xports'In~ortsSBalance Impots1 o I -rtsW Lalance

194 3 31.4 I46e5 -15,1 19.2 73.8
19)4.9 h8oO 57.5 -9.5 13.2 79,3 -66.1
1950 55 . 35.4 +17e7 L,49 )4L.1 +3.5
1951 47.5 30.4 -32.9 57.0 :192.8 -135.8
1°52 7653 96,1 -19.8 hd.7 15 .6 -105.9
1953 30.5 72.0 -41.5 21.9 104.7 -82.8
195b. 20.9 41.2 -20.3 19.3 53.h -3hL1

Curmulative Total 309,7 L.29.1 -121.4 225.2 601.0 -375.8

NOTE: 1.S. f.iguXe Show rimch saller exports to Egypt beca7s a cous-'eraoee
proportion of goods ultimately arriving in EgTpt -were apparently7 shipped to
other destinations and tlhen re-shipred. Transh-iprment of EgTtian cotton v.a
othler couLntries nay also account Lor the fact that U.S. figures indicate
generally somewhat higher iLrports from g-Iypt than Egyptian figurLes.

a/ F.o.b.
b/ C.i.f.
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TABLE 22

G IEGGlPEaC DTSTRI TJTIOLJ OF 7GTYPT'S FOEITGU T.ARDE

( x rall of.S )

192 8 1950 19l1 1952 1953 19515

Import 711b,,h 610.3 802.9 628.3 501,7 453S5
Export 591aLh 503.3 58LL2 !16.7 394.4 397.1
Balance -123;0 107.s -219.7 -211O7.3 0 8

UI0S. and Canada
Imnport 73.8 b.1.\ 192,8 1550. 104.7 53.1!.
Ercqort 19,2 l!i..9 57.0 19.7 21c9 19.3
Balance -54.6 +g -l3.o -ro5C. -

Latin l .elnican dollar
im,ort - - - 2.6 0.9 2.0
Export 0.5 . - . -
Ealanoe .+... .- . - -2 -0.9 -

Total coll-ar
Import 73.8 L1.4 19283 158,2 io5o6 5 5 L
E.xport 19.7 _ 1.9 q 7,,0 h.9.7 '21e9 193
Balarnce l +3.) -135.3 -iO3e5 3o 36,1

Otrer Latin American
±mnport 32,8 22.2 17.1 21.1 12.7 7.7
E-Ort 0.3 0,3 - 0.7 5' 5.2
3alance -32.5 -'3.9 -17.l 2@ja. -7.6

Ste rlifig
Import 253.8 21801 245e0 11.0.0 85.7 4EC8,3
Ixoort 301.2 182e. 2L7.3 72 . 99,6 10i5,2
B alance ,47 . -35 -27. +13e9 +6.9

Yon-sterling 03- EC-
Im-)ort 206.1 2l2.3 2 231 21L..3 21)4,4. 222.1
Export 133.*9 158.5 168. 2 ,6i.7 16i 8 152.1
Balance -72.2 -•5.3 Wb309 -5321 4523 .670.0

Soviet Area .

63.1 31.6 $23 L.5,6 37.9 ' 26.1
>rport 71.5 5335 3 8 6h0 37e8 Y 5

Zalance + 1 + i.5 +18. -0.1 *
All t'er

mport 85.o4 33.3 73,4 2 145,1 149.1
Exioort 61V.5 66.1 36. 6 68.5 603,0 70e3
Balance -20,9 -17.2 +1 3.;2 -20.3 +23.9 +21.2
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TABIE 23

EGYPT 'S DOLTAR BALAiC0E OF P.&YPME.TS

( ZE 1-iillions )

1 9 5 1 American Other
1____________ 9__5__1_ I.onetary Area Coui-ntries Total

,Rece pts:
Exports 19.5 8.9 28.4
Other transactiors 5.3 1.0 6.3

Total 24.8 9.9 34e7

Disburserients:
Impo•'ts 11.0 2.3 13.3
Other transactions 2.6 0.4 3.0

Total 13.6 2.7 16.3

Balance of current transactions / 11.2 / 7.2 / 18.4
Dollar Release by U.K. /13.7 / 13.7
Dollar Releases for Oil Payments / 34 / 3G4

Overall Dollar Balance / 35.5 a/

a! Accounted for by an increase in dollar assets of 4, 8.8 million and in
monetary gold holdings of X 26.7 million.

American Other
1 9 5 2 DlMonetary Area Countries Total

Receipts:
Exports 19.0 0.7 19.7
Other t ransactions 4.3 0.4 _.7

Total 23.3 1.1 24.4

Disbursements:
Imports 21.8 3.3 25.1
Other transactions _._i0 1.2 4.2

Total 24.8 4.5 29.3

Balance of cuLrrent transactions - 1.5 - 3.4 - 4.9
Use of dollars primarily to
replenish free sterling reserves -11.9 -11.9

Dollar Releases for oil payrments _ 3.9 / 3.9

Overall Dollar Balance -12.9

(Cont2d--2)
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TABE 23 (Cont'd--2)

(ES millions)

1 9 5 3 American Other
Monet-ary Area Countries Total

Receipts:
Exports 6.2 1.0 7.2
Others 5.3 1.3 6.6

Total 11.5 2.3 13.8

Disburselmsents:
Imports 14,3 1.3 15.6
Others 3.2 0.2 3.4

Total 17.5 1.5 *19cO

Balance of current transactions - 6.0 / 0.8 - 5.2
Other dollar losses v/ -2.4 - 2.4
Dollar Releases for oil imports / 6.5 L 6.5

Overall Dollar Balance - 7.6

a/ Probably fcr replensishirent of free sterling.

Jan.~-Sept. 1 9 5 4 American Other
Iv1onetary Area Countries Total

Receipts:
Expor+ts 5.7 3.0 8.7
Others 5.2 1.0 6.2

Total 10.9 4.0 14.9

Disbursemlents:
Imports 9.2 3.1 12.3
Others 2.5 0.9 3.4

Total 11.7 4.0 15.7

Balance of current transactions - 0.8 0.0 - o.8
Other dollar losses 0z - 0.2 - 0.2
Dollar Releases for oil payments a/ / 4.2 / 4.2

Overall rollar Balance /3.2

a/ Three-quarters of figure for entire year.
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Estimated Investment in Sadd el-Aali

The total investment cost of the entire project, including one-half
the ultimate powe.r installations (i.eQ 720,000 KW out of 1g440;000 NW), the
transmdssion lines, and the land reclamatlon and settlement progran, is
estimated as follows:

Table No. 1
_ ____ __ Cost of Sadd el-Aali Project (in millions)

Foreign Foreign Local Total Cost
Exchange Exchange Ccst Total Cost in equivalent
(US$) (TER) iIE (EL \U ,

1. The dam and civil
works 149.2 52 58 110

2. Turbines and -enera-
tors 40,,2 14 2 16

3,. Transmission line to
Cair.rn, 800 kms. 53.1 18.5 6 2h45

4, hdditional transris-
sion lines and inrter-
connections 33.0 11.5 56 17

Sub-total, civil
works aad power 275.5 960o 71.5 167.5 480o7

5. Indemnities 8.6 3 12 15

6. Conversion of basin
irrigation area 8.6 3 18 21

7. Irrigation pumping 43.8 15.25 7.50 22.75
stations

80 Reclamration
(1,300,000 feddans) 16.5 5.75 29.50 35.25

9. Public utilities,
roads, community
facilities, etc. n.a. n.a. 19.50 19650

Sub-total 35300 123 158 281 806.5
10. Interest during

construction 5h48 19.1 33.0 52.1 149.5

Sub-total, public
investmenlt 407 o 8 1242.1 191 333.1 956,0

11. Private (or public)
Investments:
Reclamation n,a, n,a, 90o4 1024

Miousing nai na, 32 .50 32650

Grand Total Investinent 407.8 142.1 3275 2469.6
,,.xchange an gE oneaE _ ¢2.47a,
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T'he estinates of cost are reasonable and are the best obtainable
considering, the present stage of cdeielopraent of en,,r.neerin< ,7 anning for
the project. With t:he ex:cepltions noted belol,T the estirates of cost given
above w^.ere as oprenared by the ergineers of the E-yptian Government in
collabDoration it'h HFochtie,f. They w-rere based on local conditions and costs,
including3 e:merience on the power scheme now under construction at A.swan.

The International Board of Consultants reviewed these estimates
in considerable detail but cid not acce-Dt full resconsibilit-r for them, al-
though an'Draising them as reasonable. Renresentatives of t-he Bank soent
several days with the staff of the Production Co-uncil checldntgp the cost
estimates a-nd comparing unit cost values witlh the enistinv contract prices
at Aswan Dam. As a result of these discussions the estimate for the
contingency for the clvil works and rower items t*-as increased from 5% to 0'%.
An overall contingency for thle Drcject h.as not been added, for the reason
that a conltingency allowance is included in the estimates for t'he several
phases of the orojecte

It should be noted t'at the estimate in this renort differs from
that of t'he Z!g,yo.tian governr.e-nt in a nun-ber of respects:

(1) An additiona"l i;Jres-tment of ;E 15 million in transnission imneo
and iLterconnections has been added on the r,round that such, Lacilities are
necessary in order to e:nsure t'hlat all of the power to be generated at Sadd
el-Aali -wjill be effectively m-.arketed. The PZgrptian Government estirmates nake
_rovision for the rain Aswan-Cairo transmission line, but not for additional
transmission and. distribution lin2hs in the delta below Cairo L Thne addition to
the estirate for transmission lines wvras based on the recommendations of
Electricite de France to the Egyp-tian Government after the original estimate
was coim-pled, and on unit costs applicable to E,ypt.

(2) The allowance for com-oensation to th-e Sudan for tLe flooding of
Sudanese land has been increased from QE 10 2nillion to iE 15 million. The
Sadd el-Aali reservoir will inundate the Sudanese tolTn of Wadi Walfa and
displace somaie 30,000 Sudanese for w1horn new homes and other means of livelihood
will ha-v-e to be found. It seems likely that tne Sudanese will demand and
obtain, as a -,7sice fo- their co-nsent to the building of Sadd el-Aall, nore
com-ensation tlhan the ;E 10 million currently envisaged by the Egyptian Govern-
ment.

(3) Provision has been made for -ajor irrigation and draina,e works
covering the full 1.3 rillion feddans of new land to be irrigated, whereas
the Egyptian Government estimate allowed for only 1 millior feddails The
additional 300,000 feddans was original-ly left out of account because reclama-
tion of certuain lands comprising this total has already been begun. EgW-ptian
authorities concede, however, that the necessaray investment cost of reclaiming
this land s'hould be considered part of the total cost of the project. The
total expDendciture on this account, however, has not been altered becau.se, as
will be indicated later, it is sugg-ested that iuch greater er-phasis be given
to the reclamation of new land in the Delta wlhere the cost per feddan is
likely to be much lower.
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(4) The new estinate irnclu_des E _12.5 million for inrestnenit in
roads, 1public u.itilit-es, schLools, hospitals, etc., on the 13 rllion feddans
of reclaimred land, while thle Bgy tian Governnent had nade ro allowance for
such invest2.enit. On the busis of conversations with 3gy-?tian officials, It
was considered reasoaable to estirate this investment at aporoximately ;E 15
per feddan.

(5) The cost of reclaiming t-he new land kotier than that of naior
irrigation and drainage works) a-ad of housingv on the new land has been added
to the over-all ivwesotrert required by the project. This additional invest-
ment, totalingo E 136.5 million, could be either private or -ublic, although.l,
for reasons 'o be enunerated later, it imould be 'referable to have it under-
taken for private enternrise. The reclamation exoenditure would be for the
construction of subsidiary irrivation and drainage canals, land levelling,
de-saltinz where necessary, and Lanpropriate cropping to bring the land up to
nornal stcnJards of fertility. The cost has been calculated on t-he basis of
recent em-erience. For housing an a'llowiance of E 25 per feddan has been mnade,
This is substantially below the expen-dit,ures now being incurred in certain
.model settlerent projects w-fhich. have been urdertaken by the goverment but
on a standa-d *-hizh can hardly be envisaged for all new land.

(6) To tak-e into accourt the need for financing intere3t -oaw,,ments
on loan3 contracted for the project an arount of approximately E 52 million
has been added as "interest during construction" for the 70-ear period
required to build ths d2rm. The interest calculation has been mid.e on the
assumrption that (1) 1E 70 million (about $200 rillion) would be borrowed fromn
abroad at an interest rate of 4 3/4% and a commitment charge of 3/4%, (2)
about !E 72 rmillion wuould be borrowed from tAhe National Bank at 3% and used
to purchase the balaniee of the foreign exchange requirements from thlis 3arLk
anid (3) the rerainder, i.e. the domestic outlays, would be firnanced by
dom,lestic pub'lic loans at 3-i5j.

A tentative atterapt to Droject -these expenditures y[ear by yeer haS
beer Lade in table "o. 8 below. The total iavestrent womld be made over a
period of l8 years and all but- a smrall fraction within 15 years. During, tlthe
first 10 years total --R:blic and private investments to be financed ,,ould
average almost ;E 37 rillion annually, and necessary public investment almest
!E 31 rmillion rser year. Around 90% of the total public investment vnounld fall
in the first 10 years. The total direct foreign exchange co-,iponent of pbalic
investment would be amproximately Q] 142 million or an annual average of
E3 13.7 rmillion in thle first 10 years.

Of the total nublic investment of 4E 333 million (including interest
during construction), iE 228 millioni would be necessary irrespective of wheth-er
or not power facilities were installed at Sadd el-Aali. In other words, IE 105
million is the additional investinent' necessitated by the installation of the
power plant. The latter includes thie cost of thae civil works for the power
features in thle dam, such as power tunnels and caverns, and of the turbines,
generators, transmission lines and such other rmechanical and electrical
facilities as would be directly required for -power. All these total IE 88.5
million, to w.4hich a -?ro,portio-,nate amount of the allowance for intere,t during
construction, namely _E 16.5 million, has beeni added.



TABLE. No. S

SALD FL-WALT ROSOETT - F/TY
0
T

EiT:14iTED INE LOSIENT COAT OF HiGH AS/iAN D001 ANiD SuTEA7D WORSt

INCESSTESIT COST Years: 0 2-3 - 5 6 7 9 9 10 ii 10 13 14 15 16 1 8 MA

1. PUBLIC I______ ____

j i ~~~~~~~~~~~~~~~~~(Including, NP 31 million

Total 11 1 0 10 iu I ~ 1 1 1 .( in concertlos mitt power)
Fooreign 7 8 5 5 5 5 5 4 120

Turbines & Gerotors 4 5 4520
Total 0 2 2 3 3 2 2 1 i6.0o
Foreign 1 2 2 2 2 2 1 I 15.00

Tranmission. Line to CairoI
Total 1 2 3 5 5 4.5 4 21,.50
Foreign 2 3 3.5 3.5 3 2.5 is .5o

Additional Transoissiso Lines"

T.ntarosec0cm 1 0,5 1.6 1.7 1.7 L.7 1.7 1. 1.7 1.7 1.5 17.00

Foreign 0.5 0.5 0.5 0.1 1.1 1.3 I . . . . . 15

Indonni Lies -o Sum~ 

Total 4 K: 4 3 15.00(gpiniloae

Coover icn of bustsn lands
Tortsl3 4 21.0
Foreign 1 1 13.0 ____________

Lower Delta (700,000) I (inloding iNP 5.25 oilfo
Total 2 2.5 2.5 2.5 3 3 3 3.5 22.00 psoping statiomo of which
ForeI"gn [ 0.5 0.5 0.5 0.5 1 1 1.5 i1 I6.50 3.5 oil, foreign oexchuge)

Epor&Midcdle Egypt (400,000) (1ncLuding NE 1u5 nit_ for
Toatl s 7 5 6 3 26.oo psaping m.issins of which
Foreign 2 30 2 3 1 11.00 1NE 9 sml'. fore,ign ewohange)

Desert land in Lower Egypt (200,000)25 2 25
rTota.1.• 1.$2. .5 0510.00 (Including NE 73_.5 . o
Foreign 0.50 10.5 1 1 0.5 3.50 pumping statisn5 of which

Other Public Eorko U___2__75_m__l __for __i _

Total ~ ~ ~ ~ ~ ~ ~ ~ ~ I0.25I 0.5 0.5 i.:, 1.0 3.0 3.0~ 3.0 3.75 3.5 19.50 (In,iuding roads, schools,
I ______ { _____________ h~~~~~~~~~~~~~~~~~~~~~~~tospitals, inter sopply, etc.-

I. TOTiL 205110 TSYF.STN¶ST } ------ A I ~~~~~~~~~~~~- r __________ NE 15 oil, perE feddI.per an)dan

(a) Excluding interest1I
d cing construction

Total ur17.05 21.50 3.5 5 0. 16.0 37.1 25, 022721. 7 L32 10.2 .7 
5

.L .0 281.00
Foreign 1.0.50 10.50 9.5 ~11:0 12,125 {13 11.6 9. f o.92 1. 13

Doccstic 6.75 9.00 L4.0 15.5 15.0 13.5 145.0 . 1: 1: 0. 779 7.4 3.4' 4.15 5.0 158.0
(b) I nc.luding interestT

din-Cog constrnstion 12 1. .. 135. 1.
Total ~1B4I3Loo 22.5~ aZ.0 ]3L6 33.9 33.6 31.7 34.9 -,13.2 10 .2 4 .75s.45 5.0-1
Foreign 112 1 0.7 1Jr l~3 Vi - 1 4 2 2wt 2mr 0 2~1. .3 5012?
Domestic 3.2 9.7 iL5.3 17.0 17.7 113,1 i9, 19.419.0 22: 7.1 74 I .019105

() C-umlatito (including-I

TotALI neetdrn costruot_ on la., u> 67 97. 109.0 460.6 95.4 226.0 ~59.7 2w.6 307.9 318. 320? 7 3209105 ~333.05330
Foreign ii~~~~~~~~~~~~1.2 24.6 35,3 47.8 62.-1 7~6._6 9. 0. 19.9 131.4 136.7 139 10 1 126.1 14371 l7.1_G

Domestic 7. i6.9 p32.2 49.2 6.9 250 C. h 121.9 4t.8 6. 171.i1 0 6 165110 191.05
S P. IVTATF (Oi ItIJLoC) 7iW2AE766 'SF4Td0 163 1 fo

II. ou-atiicn 0,0 1.0 2.0 1.5 I1.5 2.0 3.0 3.0 7.0 9.0 I4. 0 1' .3 .000 90 7.0 5,0 3.0 l004.00 700O,0CC( feddoos of b-om
Sosolnco0 7z .0 _ 4 i q5--gj . 6. ~ . _ 2.2 __ 3,0* ad E70ol o

Total 0.0 -.75 5 2.5 2.5 3.0 30 70 13.5 22.0 c . 02 . , 132.O 70nd.IF0 7 moddln fofrt
To~~~~~~~~~~~ ~ ~~~~~~~~~~~ 3und70 hE 6 oi,fo oDe sit er

1-d(bE 25O c ,ii. for Cd

III. GEAlD) TOTAhIVK' SEovY"'iT 
(o) :'sIlding iste-oot daring190 C *2-.3,

constr-otios 18~ 3.0, 26.~5~ 290 30.0' 29.5 30.1 28.7 29.7 337.c 34.2 30.2.1 1 ~15.25 .0 5.0 30 417.50
7t)wnludiog iste,rcot duo/nc

lovest.,ent )I19.L 24.6 126.75 32. 3. O1 36.8 36.6 30.73' Iv,I/ . 3.0
(c) EnIfati -e (1-,inulg intercot I, 33 1.526023~1. <' 9 E1 4j3 ;6 1.56.490

oor±no cooctruotion) ~~~~19.5; 530 376 ~10.3 IO9']15 246- "'.7
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Since considerable a;lditions have beein rade to the original
estilrates of the E,-,tian authoritIes, the total investment requirements
iiidicated above will have to be carefull-r reviewed with the government and
at the same time the scheduling of expenditures on the various coirnonents
of the nroiect must bk more accurately determined.
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N O TE

This preliminary report on the Sadd el-Aali project

has been prepared on the basis of certain assumptions

of which the most important are that (1) the design

of the project will not be radically changed, (2) the

cost currently estimated will not be substantially in-

creased, and (3) the amount of water available to

Egypt after completion of the proiect will be suf-

ficient to irrigate 1.3 million feddans of addition21

land.



TABLE OF EQUIVALETS

One Egyptian Pound (TE 1.0) , U. S. $2.87

One Piaster (1/100 1E) = U. S. $0.0287

One Millieme (1/1000 .E) = U. S. $0.0028

One Feddan = 1.038 acres

One Ardeb - 5.6 bushels

One cubic meter (MJ) - 1.31 cubic yards

One Milliard (of M3 of water) = 0.801 million acre feet (of water)
(MaAF)

One cubic meter per second (M3/sec.) = 35.31 cu. ft/sec.

One Meter = 3.281 feet

One Kilometer = 0.621 miles

One Square Kilometer = 0.386 square miles

One Metric Ton = 1.102 short tons

One Kilogram (kg) = 2.205 pounds (avdp.)

1,000 Watts = 1 kilowatt (KW)

1,000 Kil&watts = 1 Megawatt (Uil)

One Kilovatt (KW) = 1.341 horsepower (HP)

One Horsepower (HP) 0.746 kilowatts (1(V)
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This report is a prelmiinary appraisal of a project, proposed by the
Government of Egypt, to build a high dam (Sadd el-Aali) on the Nile approxi-
mately 6-a- kilometers upstream from the existing Aswan DTar. lTe reservoir will
have a capacity of 130 milliards (billion) cubic meters. Its primary purpose
is storage for irrigation use of essentially all of t/he armnual run-off of
Nile flood waters. In addition the project will include 720,000 kw of installed
power. Flood protection for the downstream areas wiil be provided by the d'a
and navigation conditions improved.

2. The dam itself, which is estimated to require ten years to build, and
the power generating facilities and transmission lines are estimlated to cost
BE 167 million ($481 million) exclusive of interest during construction. When
the cost6 of irrigation and drainage works, land reclamation and settlement,
public utilities and indenmities are added, the entire program is estimated
to entail an investment of BE 418 million ($1,200 million). Interest during
construction on the public investment will raise the total further to =E 460
million (UM,320 million). Of this amount at least IE 323 million i($927 million)
will be public investment of which in turn LE 136 million (x390 million)
will require foreign exchange.

3. The project is technically sound. Its reservoir capacity is the
optimum to enable the maximum volume of Nile water to be made useable. It
would be an integral and essential part of any over-all scheme for the full
development of the hile water resources. It does not conflict with, but
rather supplements, the so-called Century Storage scheme which, by providing
over-year storage in the equatorial lakes, would smooth out the long wet and
dry cycles, whereas Sadd el-Aali would provide basically for the storage of
annual flood water and smooth out the shorter-run annual fluctuations in the
river flow. Sadd el-Aali can perform this function more effectively than
other DroDosed reservoirs on the Nile which because of iladeouate storage cap-
acity would not in the aggregate ensure a controlled supply of water for
irrigation comparable to that provided by Sadd el-Aali.

h. The proJect would be the dominating feature of Egyptian economic
devel opmen/over the next decade and would no doubt strain Egypt's financial
resources.-

,c. Befor the project can be carried out there miist be agreement with
the Sudan on two points:

(a) Indemnities: The reservoir created by Sadd el-Aali would extend
sore 550 I;iloneters upstream , about 2no kilometers of which are the.h +he

Sudan. An agreement with the Sudan regarding the indemnity to be paid for
floodinlg Sudanese ter-Ltory will accordingly be necessa-Ty; and

m See reporP t!s,cnmi4-11 Moo. A.C 4nLo~/See report t'iThe EiconomaicDelomnoA EgWIN 6
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(b) Division of Water: Due to fluctuations in the present run-off
and to t,he limited capacity of eistng storage reseroirs, the useable irriga-
tion supplies vary widely from year to year, but on the average Egypt's
ammr ualltse is 49.2 milLiards and Sudants is 3.6 milliards, both measured at
Aswan.y The Sadd el-Aali reservoir would not only stabilize the amount of

water available for irrigation in Egypt, but also make available additional
annual supplies amounting (after allowing for evaporation lost) to about 19
miiliards, measured at Aswan. It has been ass-med in this report, for the pur-
pose of appraising the project, that the eventual division of the additional
supply between Egypt and the Sudan would permit the irrigation of 1.3 million
feddans of new lands in Egypt.

6. The most important benefits of the project would be in the field of
agriculture. Water rather than land is the limiting factor for agricultural

production and essentially all the presently developed supplies are now util-
ized. The cropped land available for the lar,ge and rapidly expanding agrarian
population has diminished from 0,90 feddansl! per head in 1927 to 0 70 in

3.0 lhe increase in po,.ulat.on ir Ept, now at a rate of about per year,
makes it essential that additional irrigation supplies be developed. In Egypt,

agriculture cannot be carried on wwithout irrigation. l4oreover:, a substantial
increase in agricultural production and income is required to give a much
needed impulse to the development of other sectors of the econo,y -- industry,
trade and finance -- which othenrise are likely to stagnate. Tile Egyptian

Government expects that the proJect would enable Egypt to (1) increase the
irrigated area by 1.3 million feddans, i.e. from 6.15 to 7.45 million feddans,
(2) convert about 670,000 feddans of basin irrigated land uo perernial irriga-
tion, and (3) increase yields by improving drainage and assuring a more
regular water supply. As a result, agricultural incorne is expected to rise
ultimately by 45%.

7. The second most important benefit would be derived from the electric

power which would be generated at the dam. In the first stage, the power

plants would have a capacity of 720,000 kw, one-half that ultimately to be
developed at the dam. Present capacity for electric generation in Egypt totals
about 500,000 kw and this is being increased by the construction of new
thermal capacity and by the Aswan power scheme to almost 1,200,000 kw. The

addition of the Sadd el-Aali station would thus increase the total supply of

power in Egypt to approximately 1,900,000 kw or about four times tne present

supply. Developing demand will probably require this capacity some time be-

tween 1971 and 1973. The Additional investment cost (LE 101 million) caused

by the incorporation of power features in the project is warranted because it
would make possible the delivery of power at load centers in Cairo and the

Delta at a cost substantially below that of thermal power.

8. The navigation and flood control benefits, though ancillary, are not

unimportant. By stabilizing the flow of the Nile in Egypt throughout the year,
Sadd el-Aali would make possible year-around navigation of the Nile and its

1/ Losses of 20%5 occur between the point of measurement in the Sudan (Sennar
Dam) and Aswan, the point of measurement in Egypt.

2/ One feddan equals 1.038 acres.



yownstreVar cariaIs, thlus Iower ing the cost of' bulk transport. Dy effect-
ively controlling floods, the project would save the Government certain
recuL-r ig expenditures for flood control and eliminate damage to Ilad result-
ing from seepage and infiltration during the flood season.

9. Major benefits from the project cannot be expected until after the
completion of the dam in 10 years' time and the full benefits are not likely to
be realized until some ten years after that. When the upstream coffer dam is
finished after the fifth construction year, there would be some improvement
in the control of the Nile, resulting in a modest increase in the supply of
irrigation water and raising the amount of firm power which can be generated
at the power station now under construction at the existing Aswan dam.

10. The investment in the project although large, would not be unreason-
able in relation to the aggregate economic and financial benefits which will
flow from it. The total annual economic benefits, in terms of additional
national income, would ultimately amoumt to more than a third of the investment.
In financial terms, the net potential income from power would be more than
enough to pay off the entire power investment -- 1E 101 million -- within 15
years' operation. M4eanwhile, the government's general tax revenues, including
those derived directly and indirectly from the project, would be large enough
to allow for service of the debt not retired from power revenues.



PRELIMINhRY REPORT

SADD EL-AALI PROJECT

E G Y P T

i. BACKGIO1uui

A. Introduction

The Government of Egypt proposes to build a large dam on the hile
River primarily in order to store flood waters for irrigation use, but also to
generate large quantitiesof electric power, provide flood protection and
improve navigation. Pursuant to a request by the Egyptian Government, this
report appraises the merits of this project, known as Sadd el-Aali (High Dam).
The project study is based on information obtained by Bank representatives
(Messrs. Hathaway, Joosten, and Coolhaas, consultants, and Messrs. de Wilde
and Bass), preliminary engineering studies and reports prepared by Hochtief
(a Gerrman firm), data submitted by the Jiational Production Council (an Egyptian
Government agency established in January 1953), and by the Sadd el-Aa)i Authority
and the report and advice of the International Board of Consultants.Y1 The data
obtained are sufficient for an adequate appraisal.

It is a large and ambitious project by any standards of comparison.
According to the preliminary designs, which have been appraised as being sound
by an experienced group of international consultants, the reservoir will have
a capacity of 130 rmilliards &/, enough to store the seasonal floods, smooth out
the flow of the river for irrigation use. navigation and nower nroduction, and
contain a dead storage volume for deposition of silt sufficient for at least
50 years.

r,nnst.nir+tinn of t.he dam annd ini ti1 powenmr facnili ties.- is es -ti mated_

to require approximately ten ye rs and to cost bE 167 million (exclusive of
interest during constuto)3 The entire program, exep for a later doubl;.~

of the power capacity, is estimated to require a total investment of approxi-
-a+ely T4 -460 -i.illiJon over a perilod of' 0-... .. s e ears, Of. thi, at -leas+

iE 281 million (LE 323 million including interest) will be public investment
J..L1 J..LUAJ-LSLVE . U. -,LI0.~1 0.AALk .L aOr,- VJUU.L0.JQ L. ~ '. L4 4..) X"LJ..6ULA1QL 4..A JV. Lv j 'U ' V jJJ 41-0 .~J

generating facilities of 720,000 ktn, one-half the ultimate capacity, an
Aswan-Clairo transmisJion l.L31ne 1aundl c,ltu .L4.± .LrCU. UJ.I U ir-VaLtod v 11lo1met

to increase the area of perennially irrigated lands by 1,970,000 feddans includ-
ing conversion to perennial irrigaticn oI 670,u00 feddans of land now. irrigated
by the basin method and capable of producing only one crop per year.

For irrigation purposes, the project would increase the present
annual supplies of water, now about 53 miiliards in normal years in Egy-pt and

/ See pages 16 and 17, describing the International Board of Consultants.
2/ A milliard, as used throughout this report, represents a thousand million

cubic meters.
y/ Equivalent to US $481 million, at exchange of LE one - $Z.87.



-2

the Sudan, by another 19 milliards. Egypt hopes it will be able to use about

ten milliards of this f,or increasing the area under irrigation from 6.15 to

7.45 million feddans'-'

Egypt, substantially without rainfall, is wholly dependent on Iile

waters for its livelihood. Outside the irrigated areas which comprise less

than 3% of the total, the country is desert. About 22 million people live

on the nroductive six million feddans. Population pressure on the land is

severe and the situation is becoming more acute each year because of the

exceedingly rapid poDulation growth in the country. By far the largest portion

of the population, about 60/%, are engaged in agriculture and live in villages

and hamlets -Farns are small. Of the holdings of agricultural land more

than half are less than one feddan and the average for all holdings is

about 2=1/l. feddans.

Water is the limiting factor for the area of land that can be culti-

vated and of the quantity and kinds of crops that can be produced. Under the

present development of the hile, relatively little additional land could be

served with dependable irrigation water and additional output can, in the

main, be achieved onl- by raising yields which are already very high. The

population is increasing anrually by apDroximately 2j% or at present by about

one-half million, and at its current rate will douible in less than 30 years.

An imrnediate and broad scale approach to the development of the Nile water

resources for their most efficient use is thus c-allee d for.

B. Existing Utilization and Storage of Nile Waters

A map of the Nile Basin is included in the appendix. A reference to

it, together with a very brief description of the Nile systemn gives an idea of

the river's potentialities but at the same time emiphasizes that the problems

for its development and use are both extensive and 'intricate. The Nile is the

dominating feature of the northeast quarter of Africa. Its basin embraces

Egypt, the Sudan, Uganda, one-third of Ethiopia and parts of Ke.nya, Tanganyrika,

Ruanda-Urandi and the Belgian Congo. All along its more than h,OOO mile course

people are affected by the river or by the water which helps for + it.

The river is characterized by a regular flood cycle with the rise

taking place in Egypt during July and August. Usually the peak of the flood is

reached in early Septenmer, at wnich time the river begins to fall and reaches

a minimum flow the following M4ay. The annual recorded run-off at Aswan has

varied from about 45 to 137 milliards, the annual mean for the last L years

being about 83.7 milliards. Of this amount in an average year about 29 mil-

liards, or 35%, wastes to the sea.

Hydrology

The known history of the hydrology of the Nile dates back further

than that of any other river of the world. Measurements have been continually

made at a river gauge erected near Cairo about 641 A. D. and records are

available for most of the time since then. The three principal streams making

up the "Main Nile," - the designation given the reach from Khartoum to the sea -

1/ One feddan equals 1.03b acres.



are the Blue Nile, the White Nile, and the Atbara. The maximum discharge
of the Nile considered at Aswan cccurs on about September 8 each year. At
this time the water components contributed by these three rivers in an average
year are as fo…lows:

Millions Percent

_I3/day Total discharge

White Nile 70 10
Blue Nile 68
Atbara 157 22

Total 712 100

The minimum discharge is about 45 million m3 per day, less than
one-fifteenth the maximum and it occurs on about May 10. The flow from the
above rivers is relatively veryr different in low flow:

1N1illions Percent
-I-'/day Total discharge

White Nile 37.5 83
Blue Nile 7..5 17
Atbara 0 0

Total 45 100

The Blue Nile originates in Lake Tana, a large equatorial lake in
northern Ethiopia which itself contributes about 7% of the total discharge of
the river. The Blue Nile is fed by many tributaries in Ethiopia and also by a
number in the Sudan of which the Rahad and the Dinder, contributing about 10%
of the annual discharge, are the most important.

The White Iiile flows from a series of equatorial lakes which drain
a large area having heavy tropical rainfall - Lake Victoria, the largest with
a surface of 67,000 square km. located on the border of Uganda, Tanganyika
and Kenya and draining into Lake Kioga, a relatively much smaller lake
immediately to the north in Uganda and which in turn drains by the Victoria
Nile into Lake Albert; and Lake George and Lake Edward, companion lakes on the
Congo-Uganda border, both of which also feed into Lake Albert. The annual
contribution of these lakes to the White Nile, which has its source at the
outlet of Lake Albert, is set forth in Table No. 1.



Table No. 1

Inf1cw and Outflow, Equatorial Lakes

(1-Iilli-ards)
Lakes

Lake Lake George and Lake
Victoria Kioga Edward Albert

Inflow from tributaries 16.0 24.1 2.2 25.0
From rainfa11 on Take 98.0 8.0 3.4 4,6

Tontal 111i.0 32.1 5.6 29.6
Evaporation 93e0 12.4 3.6 4.9
Outflow 21e0 19.7 2.0 24.7

Flows into: L. Kioga L. Albert L.Albert White Nile

It will be noted that the loss from evaporation on these lakes roughly

equals the ra-nfall on them during the year- The White Nile. carrving the out-

flow from Lake Albert, receives the contribution of waters from other torrents

and a+tains an annual volunme of 27.3 miiards by the time it reaches IMiongalla

where it becomes known as the Bahr el Jebel in the reach through the Sudd marshes
in southern Sudan between Mongalla and NvaThka.1 Tn the Sudd marshes it loses
about half its volume of water and joins the Sobat just above Malakal to form
the m,ain reach of the White Nile. The Sobat river is form..d hv two main

branches, the Baro and the Pibor, of which the Baro produces the greater quantity
of wateO All Or 4t,he Baro and a g -o+o prof +ne Pibhor wa:ter .omes from

Ethiopia. Both rivers are large streams in the wet season, June to December, but

have all xi iuicU flow during t.he dry season. The BahrelJebelandthe
Sobat contribute an annual flow of 1h.3 and 13.3 milliards respectively making
the headwater ilow in this reach of the WLite Nile 27X6 milliards in an average
year,

The White and the Blue Niles jolin at KhartoLum in the Sudan to form
the Main Nile. Some distance downstream the Atbara River, which has its head-
waters in Ethiopia, empties into the Nile. During the period from January to

June it is dry, but during the peak flood it contributes as much as 22% to the
discharge of the Nile measured at Aswan.

Historical Development

1. Use of Nile Waters

Irrigation has been practiced in the Nile Vailey sice the uegnning-

of agriculture in predynastic times. Tradition has it that the building of

dykes to contain floodwaters for the first basin irrigation practices began
about 3h00 BC. Under this ancient system, the land is divided into basins of

from one thousand to 40 thousand feddans by the construction of dykes, and

flood waters are let into the compartments to a depth of one or two meters.
After from 40 to 60 days, when the river has fallen, the areas are drained and

a crop is produced by use of the residual moisture. In addition, the deposition
of silt, under this system of irrigation, adds to the soil fertility. There

still remain in Egypt today about 670,000 feddans watered by a very effective

system of basin irrigation, although only one crop annually is produced,
Modern perennial irrigation development, as we know it, achieved



by means of large scaie cvcntrol svructures 'or dive'ion and storage of water
for supplying irrigation canals throughout the year, dates in Egypt from the
completion of the first barrage in 1861. DY 1890 the area under perennlal
irrigation in Egypt was 2.9 million feddans, and this used up the whole of
the natural flow of the river durung the low period before any storage dams
were built. At that time there remained in Egypt about 2 million feddans
under basin irrigation. The first storage dam, Aswan1 was coapleted in 1902
and, at the height first constructed, stored one milliard.

A decade later plans began to mature for further conservancy works;
In the Sudan a barrage was planned which would supply irrigabton for 100,000
feddans in the Gezira triangle where the Blue and White Niles meet, But the
exceptionally low water in 1913 (one of the four lowest in recorded history)
sh6owed that a storage dam at Sennar would be necessary and that with a reservbir
of the capacity originally proposed, 300,000 feddans could be irrigated.
At the same time the Egyptian Government was considering construction of a dam
at Gebel Aulia on the White Nile not far from Khartoum. Progress on this
scheme was interrupted by World War I.

In 1920 the Egyptin= Government outlined a series of projects under
the title of "Nile Control."'I/These consisted of the Gebel Aulia dam, the

Sennniar dam an nrdditonnal bhrrage (Nag Hnmadi) on the i'ain INile in Egypt,
an Upper Blue Nile dam and developments in the Sudd Region and for Lake Albert
storage, but the accuracy of thle data on which the nrnnosals were based was
widely attacked and the "Nile Control Commission," an international body
composedA' of +1-t-he engners was inted bh tne ERvptinn G(overnrnent The

British Government and Cambridge University each nominated one member. The
Amercan Go-ver,-rent nominated 1rr H. TO Go.^ Thisc Nil Go.n+.rol Gommissi n

was asked:

a. to report on the physical data on which certain of the Nile
con[Lro.l projects adi bUeen based

b. to report on the best allocation of the increased available
water at each stage of development; and

c. to advise on the apportionment of costs of the proposed works.

In its report dated August 25, 1920 the Commission unanimously
supported the underlying data and a majority recommended a "wvrkable solution"
of the problem of apportioning costs. On the division of additional Nile waters,
however, the Commission founid it imnpossible at that time to reach

Based on a report, "Nile Control," by Sir M4urdock MacDonald, then
adviser to the Egyptian HLinistry of Public Works.
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agreement.~

Although the Egyptian Government delayed action on both Gebel Aulia
and Nag Hamadi, the Sudan proceeded with the construction of the Sennar dam
which was completed in 1925. This proved to be a more expensive undertaking
than originally estimated and to justify the costs the method of operation
was changed so as to irrigate a much larger area (now actually 890,000 feddans)
than the 300,000 feddans originally planned for.

Because of these activities and as a result of agreement between
Great Britain and Egypt, another group, designated as "The N2ile Gomnission,-/
was established in 1925 "for the purpose of examining and proposing the basis

1/ Mr. Cory proposed that the followiTng general formula be applied:

1. Each country should have "a vested right in perpetuity to the supply
of water when and as beneficially used by it during the past few years;
2. the unappropriated water possible of use...should be divided...so
as... in each case to permit irrigation of like percentages of the super-
ficial area of arable land unwatered but irrigable and lying witnin the
watershed of the stream; 3. the cost of all works ... as well as all
maintenance and operation charges ... should be shared on the basis of the
quantity of conserved water each shall be entitled to receive measured at
the noint sf conservation."1 However, if either countrv does not wish to
or cannot "advance its share of the first cost of any conservation work,
its fni lure to io so in no sense stons it from eventuallv particiDating
in the full use of the works aforesaid upon due payment of its proper share
of the cost." Mr. Gror'y added: "=.. i it may be well to notice the suggestion
sometimes made that the allocation of water should be based upon, or at
least take into acconmt, the population of the momPent. Such an idea is
untenable ... the very essence of water rights is that lands acquiring
them should be assured of continual irrigatinn in future."t

Thet +tvt. British .^-mlni m'4 +3%Tn s "were ilonable t. HodeideP nrPpi sl7T uvha
proportion of the increased supply of available water ... should be
alloan+td t.o -. m+. mne +.ho qiirIn elspctively- because it has been i m-
possible to obtain sufficient data on which to base any reliable forecast
of the probable rate of increase of irrigation in the S " an." As to N'-.
Cory's views they stated: "W1ie feel that, while his findings may be
t1heorea4 lly ic m core 4+ is 4rpossible, on 4nnanna l nd other points

to apply them in present circumstances."

The majority view prevailed and no action was taken under hjir. Cory's
~LA±1IU.~.. J.1IIV J tLU±LLI WLC L L UZL.VL L JV, UJJIJJVO A IL0.O OU~V. A j*, JJ & V 'JV ~. , 0O.0 , -_0.0

for certain of the proposals in the current Egyptian-Sudanese discussions
concerning a division of th:e additional Nile waters which the Sadd el-Aali
will make available.

/ Appointed January 1925, with Hr. Canter Cremers, a Dutch engineer, as
Chairman and with Mr. R. M. MacGregor and Xr. Abdel Xamid Suleiman Pasha
as members.
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on which irrigation can be carried out with full consideration of the interests
of Egypt and without detriment to her natural and historic rights." The
report of this Commission, dated i"iarch 21, 1926, -vas i1ncorporated in an ex=
change of notes in May 1929 between Great Britain and Egypt which is known
as the ";ile Waters Agreement" of i929.

2. The "Nile Waters Agreement" of 1929

The March 1926 report provides for "Iworking arrangements," drawn
up by the authorities of Egypt and the Sudan, to control the operation of
storage and the use of water in the Sudan. It goes further and specifies
that, except with the previous agreement of Egypt, no works should be con-
structed or measures taken on the Nile or on its tributaries, in the Sudan or
in the territories under British administration, which would affect the flow
of the river in such a way as to cause prejudice to the interests of Egypt.

This "Nile Waters Agreement" is the basis of the present alloca-
tion of water to the Sudan. It was intended to provide "a practical working
arrangement which would respect the needs of established irrigation, while
permitting such program of extension as might be feasible under present con-
ditions and those of the near future, without at the same time comprormising
in any way the possibilities of the rrnre distant future." The "lworking arrange-
ments" were based upon recognition of the fact that for many yrears past the
whole of the natural flow of the river during the low period had been used
for irrigation in Egypt, and by pumps already established in the Sudan. This
established irrigation had to be respected, and to permit this, it was pro-
vided that the Sudan's further requirements at this time of year should be
met entirely from stored water.

The period when the whole flow was already so used was found to
begin on 19th January at Sennar, but for convenience the "restricted period"
*^w7as defined as beginning on 1st Januarv. there being added to the Sudan's en-
titlements agreed quantities of water to be taken from the river from 1st to
18th January. The water used on all addition2l areas under pump irrigation
in the "restricted period" is replaced in the river by the release of corres-
ponding -,n+-es of e frr Senar resertroir in compensation_ Th whole

F'~~~L ,_LO - `J.VL -SI WVz n in h h l

use of water by the Sudan during the restricted period is recorded in the
ann.ual "Water Account, Iin which the Sudan receives credit for the contents of

Sennar reservoir and her other entitlements, and is debited with all the amounts
of wa-te used under the various heads The Nile Gnmmission found that the

"restricted period" ends, and the "period of surplus" begins, on 15th July
at Serar (provided by tha dae e si flood has reached a certain
minimum discharge). During the "period of surplus," the Sudan is entitled
to take water into the Gezira Canal up to certai maximum daily rates, to fill
the Sennar reservoir, and to flood the areas under basin irrigation in the
Norsthern Pro vince so far as the natural rise of the flood perm ts. Irrigation
by pumps is unrestricted from July 15 to December 31.

3. Other Developments

A further raising of Aswan reservoir was not included among the
projects considered Dy the Nile Commission. Ho-wever, in 1929 the Egyptia.



Government approved a large program of irrigation works which included both

this project and the previously deferred project for the Gebel Aulia reservoir.

The second raising of the Aswan dam was completed in 1933, increasing the

capacity of the reservoir to 5.4 milliards. Th.e construction of Gebel Aulia

reservoir was completed in 1937; its capacity was 3.6 milliards, but owing
to heavy losses of water by evaporation in the reservoir and during transmis-

sion down the river, it increased the water available at Aswan only by about

2.5 Milllards.

C. Operation of Existing Irrigation Reservoirs

Use of Nile water is presently limited to the amount that can be

obtained fro,, the lmited capabilities of the storage dams which are located

at Aswan in Egypt and at Gebel Aulia and Sennar in the Sudan. The combined

capaciles of lthe Aswan, Gebel Aulia and Sennar dams is about 8.1 milliards.

Aswan Reservoir

The present Aswan Dam can be filled to R.L. 121-/ and has a capacity

of 5.411 milliards at this level. During normal years, storage in the reser-

voir begins when the river has fallen to 91.0 on the Aswar, gage which occurs

generally in the early part of October. Filling is completed by the end of

January and storage is released as soon as the natural river begins to fall

below irrigation requirements.

Sennar Reservoir

The Sennar Dam, situated on the Blue Nile in the Sudan about 200

miles south of Khartoum, was first filled in December 192'. The reservoir is

used to irrigate the GeziKa plain in the Sudan and originally had a storage

capacity of 781 million m;, which was sufficient to supply about one million

feddans. During the period of 1950-52 the dam was raised to provide additional

storage and the reservoir now has a capacity of 929 million mJ, or about one

m4i L a. %

The irrigation season in the Gezira begins in the middle of July,

after the reservoir level has been raised sufficiently to divert water through
the man; canal, In October and November, after the crest of the flood has

passed, the reservoir is raised to full level. This stored water remains

until January when the natural supplv fal-ls short of the combined requirements

of Sudan and Egypt and after which the Sudanese must draw only on the supply

stored in the reserVoir. Trrigatinn of cotton in the Gezira ends in March.

Gebel Aulia IPserVoir

The ebel Aulia dam. in the Sudan 40 kilometers south of Khartoum on

the White Nile was completed and partially filled in 1937. The water surface

Reservoir level, or elevation in meters above sea level.
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thereafter was raised 50 centimeters higher each year until the design level

was reached in 1942. The maximum head on the darn is around 6.5 meters and
the capacity at full reservoir is about 3.6 milliards.

The stored water is used entirely by Egypt for irrigation. Filling

begins in July and is completed in October, the rate of filling depending a
great deal upon the stage of the Blue Nile as the reservoir is operated to
provide a measure of flood protection for Egypt during the filling period.
Storage is released beginning in February and the reservoir is emptied usually
by the first of Mlay.

D. Schemes for Overall Development of the Nile

The further development of the Nile and the apportionment of the
benefits therefrom among the inhabitants of the Nile Basin has been the pre-
occupation of river planners for a long time; and in view of the wide political
ar.d economic Al-+-I oAf hc bjec,r+. it has n2tura l also created much

controversy.

Any future planning regarding the use of the Nile water resources
mI-sU's obviously- take into account the I4ile as a whole and proceed from the
assumption that no development project can be undertaken without consideration
of its effect on the entire river and the inhabitants of the Nile Basin.
Water conservation and utilization, to the extent that it alters the regime
of the river or the availabilitr of water in any part of the Basin, As snex-
tricably bound up with the life and habits of the people affected.

Probably the best known and most comprehensive scheme was proposed,
after years of investigations and plann-lng, by- Miessrs. Hust, Black and

Simaika, experts on the staff of the Egrptian Ministry of Public Works. It
was brought out under the title "The Future Conservation of the Nile" as
Vol. VII of the series "The Nile Basin" published by the Ministry in 1946.

The authors of the report discussed in detail the principles of
overyear storage which had been advanced in the Nile Control plan of 1920,
and set out the various projects which in their opinion represented a compre-
hensive scheme of development for the Nile as a unilt to meet the expected
future needs of Egypt and the Sudan. They made their projections on the

basis of records of natural flow over a period of 100 years and hence charac-
terized the scheme as "Century Storage." The basic need for the Century

Storage scheme develops from the fact that due to the variations in the river

flow from year to year there would be many years when the annual storage

reservoirs at Aswan and Sennar particularly could not be filled with silt-free

or storable water, with the result that in a low year there would be a double
shortage resulting from the combination of low flow and inadequate storage.
Since this shortage could only be met with hold-over storage from a previous
period, a plan for overyear storage was considered necessary.

The "Century Storage" scheme when presented was described as "a
comprehensive plan for the development of the Nile,il the component parts of
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the natural flow of the river. The accompanying schematic diagram of tlle

project!, iciuded in the Centur-y Storage illustrates how th.e scheme works as

a unit,t The main projects in the scheme are:

a) A large reservoir in Lake Victoria, controlled by a darn at the Owien
Falls, to form the main reservoir for Century Storage, and to aiso proviud
hydroelectric power for use in Uganda. By means of this reservoir water will

be stored in good water years to supplement the supply of bad ones.

b) A regulating barrage downstream of Lake Kioga to create an auxiliary
for the Lake Victoria reservoir. By maintaining storage in Lake Kioga, an

increase of the discharge from Lake Victoria can be passed on without having
first to raise the level of Lake Xioga, thus avoiding a delay of two or three
months.

c) A reservoir in Lake Albert to control water from the Semlike River and
also the large quantity which in time of unusually heavy rain comes from the
tributaries of Lake Kioga. The Lake Albert dam will be the regulator which
controls the amount of water sent down from the lake plateau to the Sudan
and Egypt.

d) The Jonglei Diversion Canal between Jonglei and lilalakal to carry a
large cuantity of water which would otherwise-flow in the Bahr-el-Jebel and

spill into the swamps of the Sudd region, where it would disappear by evapora-
tion and transpiration. Thus the reeulated water from Lake Albert wrniid -e

able to pass the swamps with only a relatively small loss as compared with the
50 p-r rcnt lost at present.

e) A dam nt. thp nutlet of Lake Tana. if the lake is used to its full
capacity, to provide water for increase of cultivation in the Sudan, a measure
of Century Storage and aresprvpe in case of an emergency in EZVDt. such as

was caused by the record low flood of 1913.

In addition to the overyear storage reservoirs the plan contemplated
that two addl4 -

;-" onal nnual storage reservoirs uldr1 ri hp. eon qtructec - as follows:

f) A Main Nile reseroir -which cou1ld store in the. average year about
three milliards and, in addition, up to five milliards of flood waters during
the- _-_'l flood. ne of he sites- for a dam.r fovr scih a reservoi wasnea.r

Merowe at the Fourth Cataract,29rd the alternate site was near the Dal cataract
between Miero-we andi IaT Halfa.-

g) As a supplementary project a barrage across the ile to di-vert water
into the Wadi Rayan depression which is located near Beni Suef, about 100 kms.

1/ From "The Nile," by H. E. Hurst.
f/ The M4erowe and Wiadi Rayan projects were under study by Sir M. MacDonald

and Partners. It was reported that later studies indicated that the cap-
acities of both reservoirs could be increased somewhat. Under the revised
scheme Merowe could provide 3 milliards and Wadi Rayan 3.5 milliards
during the timely period.
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south of Cairo. It has a maximum depth below sea level of 50 meters and
storage would be limitei to the evanoration from the lake, probably around
1.2 milliards annually. The main value of the project would be for flood
protection, although some beneficial use could be made of the stored water
for irrigation.

The need for these two annual storage reservoirs would be eliminated
by construction of the Sadd el-Aali project.

Uwben' Fa'l.ls .Daii - Lake Vi.ctLoria

991 1 , agreemen'u was reacedu etuween Dr±ta-n and Ely-pt fo tF.e

construction by Uganda of the dam at Owen Falls, to provide overyear storage
in Lake Victoria, and a large hydroelectric po-wer station. The regulation of
Lake Victoria is the very simple one of maintaining an outflow from the lake
equivalent to the long time mean. The dam is now complete and the power
station is in operation, but use of the lake for storage will not begin until
compensation due to flooding tnat Egypt should pay is settled and sufficient
time has elapsed to enable harbor and other works round the shores of the
lake to be altered to suit the future increased range of water levels,

Lake Kioga

The records of the losses of the Victoria Nile in passing through
Lake Kioga do not cover an adequate period of time to give an accurate index
of the flow regime but indications are that Lake Kioga is probably a source
of a net loss ranging from 1-1 to 41 milliards a year. There is a possibility
of constructing an embanked channel to shut off the Victoria Nile from the
lake and save most of the indicated loss. The possibility of constructing an
embanked channel or utilizing Lale Kioga for storage has been deferred, pend-
ing future investigations.

Lake Albert

The question of the volume of water to be stored under the Century
Storage scheme in Lake Albert is still unresolved. Uganda has proposed a
storage limitation of 14.5 ms. on the Butiaba gage (the official recording
station for the lake) under normal operating conditions and 18.5 ms. under
maximum flood conditions, but opoose a higher lake level because it would flood
a rather large area of agricultural land. The Egyptian Government would like
to raise the level of Lake Albert for Century Storage to around 35 ms. on
the Butiaba gage which would provide storage under normal conditions of about
139 milliards and which would take care of the natural rise of the lake level
in a high runoff year such as 1917-18. The Sudan is expected to support the
conclusions of the Jonglei Investigating Team which recently recommended that
the permissible level on the Butiaba gage should be 25 ms. since storage at
this level would equalize thp Iong-time mean annual discharge from the lake.

lj See footnote 2, page 10.
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Jonglei Scheme

Water flowing from the equatorial lakes to join those of the Sobat

near nalakal to form the mai;n White Nile must pass through the wide marshky

flood plains where, as mentioned above, water spills through the swarmps for

miles on either side of the winding main channel. Only about half the water

entering the region, known as the Sudd, emerges notwithstanding the addition

of nearly a meter of ra-infall during the year. A recognized necessary adjunct

to the Century Storage scheme is, therefore, a canal to bypass the marshes.

Such a canal would be cut from Jonglei on a direct line about 280 kns, in

distance to the present White Nile channel near Malakal. Under the Jonglei

scheme three canals would be cut in3 six stages and when ^ompleted would have

a combined capacity of 80 million m3 per day (80 M/d). According to the

original schedules, the canal capacity would be completed to the 55 I`/d stage

by 25 years after work is initiated. If the Sadd el-Aali project is construct-

ed, the 55 TA/d (or as presently proposed, the 60 M/d) stage, which would allow

the timely flow2/ to be increased by 7 milliards, would be sufficient for

the optimum advantage from the scheme. Some advantage would be obtained after

about 13 years of the construction period when tne first cut is scheduled

for completion with a capacity of 10 M/d which would increase the timely fl&w

by one milliard. Reasons given for undertaking the project by steps is that

it would permit present navigation to be maintained and would provide a mini-

mum of interference with the living habits of the natives in the Sudd PiarsA

region. About a million people will be affected b the contemplated altera-

tion of the river regime anl river-rain pasture 2J for approximately a quarter

of a million animal units -/ will be lost.

Because of the very great importance of this project the Governor

General of the Sudan in 1946 annointed the Jonglei Investigating 'eam to

study in detail the proposals submitted by the Egyptian Government, and after

a full inves+igation of all facts and alternatives. to make a report and re-

commendations. The Team, whose work covered the period from 1948 to 1954,
-s just completed its M- ort which has been nublished. The Team recommended

modifications in the proposed engineering works and in the methods of opera-
tion of the project so as to lessen the impact on f.he people affected, The

Team also recommended that compensatory mneasures, mainly for irrigation, drain-

age and for agricultural devMelop.ment, be undertaken in the regaon entailing a

capital cost of about LE 12 million and involving the use of about 0.6 milliard
of water arinua±ly. It suggested that the period of construction be extended

longer than the 25 years now contemplated so as to make more gradual the

changes in thre lhydrological regi,me and facilitate th-e readjustments within
the zones affected.

"Timely flow" or "timely period" refers to the portion of th-e year

(February 1 to July 31, in Egypt) during which natural flow in the river

is insufficient to meet irrigation requirements.

2/ The intermediate flood plain, adjacent to rivers, lying between the

swamps and the highlands.

3/ One animal unit is one head of cattle or 8 sheep or goats.



take Tana Storage

in 1935 an agreement was reaehed between the technical represen+=
atives of the governments of Egypt and the Sudan for development of a

reservoir in Lake Tana in Etniopia. Tne project is expected to provide a net

benefit of 2.7 milliards of storage which, after deducting losses in transit,

should provide about one milliard of additional irrigation waber for both

Egypt and the Sudan if the net additional supplies were divided equally. If

and when the Century Storage scheme is executed, Egypt and the Sudan agree
that the overall benefits may be increased by operation of the Lake Tana

storage in conjunction with that in the equatorial lakes. However, their

proposed negotiations with the Government of Ethiopia are at a stand-still.

Supplies estimated to be developed by Century Storage

Century Storage as planned can only be considered in combination

with the natural flow of the river. Hence Century Storage projects are

designed to function in low water years to supplement the natural Nile flow

in the timely period from February through June. The authors of the Century

Storage scheme estimate that the quota it would dependably deliver during the
timely period of low water years would, on the average, amount to 7.3 milliards
measured at Aswan.

Table No. 2

Supplies Estimated from Century Storage

M4illiards

Natural river, February-July mean 15.4
Storage in Aswan, Gebel Aulia and Sennar 8.1

Total of present mean supply 23.5

Additional average annual supply dependably
delillrelred hy Gerinntrv Stonrae:

Frotm Anuatorial lakes 5e2
From Lake Tana 2.1

Sub-total, guaranteed from
over-year storage 7.3

Total, without additional annuil storage 30.8

Accordiug to Egy-ptia n estim,ates, the supplemental -annual storage

reservoirs of Merowe and Wadi Rayan included in the Century Storage pro-
posals would provide respectively 3.0 and 1.2 milliards 4i, the FAbr .y to

July period thus raising the total annual supplies to 35 milliards.

1/ Under later plarnning the Iierowe nd WTadi Pyn reservoirs would be en-
larged soniewhat which, in turn, would increase the February to July supplies
by an estimated 2.3 milliarud. See footnote onV page 10.
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in dry years through greater overyear storage facilities in the lakes could,

as far as thle equatorial lakes are concenLIed, bie r,ade availble only if the

Jonglei scheme were carried out and the losses in the Sudd marshes were
greatly reduced. The supplemental -waterflow would also vary fro-- year to

year and would be largest in years of abnormally low supply. The range in
withdrawals would be between about five a id eleven milliards annually wth
a careful account being kept to avoid depletion of the reserves.

Estimated cost of Century Storage

Accurate cost estimates for the projects included in the Century

Storage scheme cannot be made at this stage of the pianning. The Lgyptian

Government has made global cost estimates however, and has estimated bene-
fits in water as follows:

Table No. 3

Estimated Costs and Water Benefits from Projects in the Century Storage
Scheme

het Feb. through July
Approx. Cost benefit in IIilliards

Project E 1'iillions (measured at Aswan)

Lake Tana reservoir 8.0 2.101X

Ea,itorial lakes

Lake Victoria reservoir .2 (included in

Lake Kioga reservoir L.O Sudd canalization)
TLake Alb-er+v Ieevn 'A.0

First-4- -,4- 1i0 Mr 5,IA o7I )

First canal 271 PVd 8.0 1.45 ) 5.20 total
Second canal PO MIAd 8.0 3.00 )

Th> .-d canal 80 .N,/d -6,0 3.00 

Fourth Cataract (Merowe) dam-- 350 3*U00
1./

Wadi Rayan reservoir _Y 30.0 1.20

Totals 122.0 14.50

To be shared equally between Egypt and the Sudan.
1/ Egypt's share of cost only.
3/ This canal would be used only in exceptionally low water years.
41 NOot needed if Sauu el-Aali is construct-ed.



II. THE SADD EL-AALI pROJECT

Against this background the Sadd el-Aali project, which has been
conceived only in recent years, must be examined not only in order to
assess its technical feasibility and soundness but also to determine
whether it is consistent with a proper scheme for the development of the
Nile River water resources as a whole along the lines set forth in the
preceding pages.

A. Technical and Engineering Aspects

The proposition that it is feasible to construct a high dan on
the Main Nile in Egypt with a reservoir large enough to store the annual
flood flow, considering the deposition of silt, was tested by a thorough
discussion among experienced engineers and hydrologists, notably in the
New Delhi conference on High Dams in 1951, with the consensus that it
would be practical to build such a project. With this point favorably
decided the Egyptian government engaged the German engineering firm of
Hochtief and Dortmunder Union to make an investigation of possible sites
and preliminary designs of such a project. Following this the Government
retained the services of a group of international experts. having ex-
perience with the particular conditions to be encountered on the project,
to appraise the soundness of the proposed site and design.

This group, called the International Board of Consultants, was
composed of the following:

Dr. Karl Terzaghi of W4inchester, Massachusetts, an internationally
known expert on dam design, probablv known best as the originator of modern
techniques in soil mechanics and foundation engineering.

Mr. I.C. Steele of Piedmont, California, a consulting engineer
and formerly Vic-e President and Chief Engineer of the Pacific Gas and Elec-
tric Company, San Francisco, California.

Dr. Lorenz G. Straub of Minneapolis, Minnesota, head of the
Denartment of Civil Engineering and Director of St. Anthony Falls Hydraulic
Laboratory, University of Minnesota.

Mr. Andre Coyne of Paris,France, a prominent internationally
known consulting engineer who has been responsible for the design and
construction of more than 50 large dams.

Dr. Max Preuss of Essen, Germany, who has designed and supervised
construction of numerous dams utilized in supple tig e water suppl
for the Ruhr district of Germany.

In addition to the Board of Consultants, the Egyptian Government,
upon the recomn-endation of Dr. Terzaghi, reta ned the services of Mr E. Ischy,
Director of Soletauche, Paris, France, who has broad experience with the
current methods of grouuting foundations for dam,,s including those construc-ed
on cohesionless sediments.
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According to their contracts with the Eevptian Government. the
consultants were given the following assignments:

a. To study the designs proposed and give their opinion thereon;
to pronpose nrr modifications to the design that thyv m-ight consider necessary
to insure safety from the hydraulic and military point of view; or to improve
t tc+.hnic-all rr +t ¶-mreduce i+t.s t±. wi+hot mi rinc it.q trhnical sitability

for all conditions.

b. To study problems of sedimentation and scour that might result
from construction of the dam.

c To propose .y other alternative constructi, on rI,/vr dsig-n

which would, in their opinion, be better or more suitable for the high dam.

d. To study and check the program and methods of execution and
mAt r1 as-Por -ons-wuc.on,n ba.r.cng in mr;d +; 41 ,-.r,A r,nAd A;orcs ,A -ts+-r

requirements for irrigation.

e. To study and check the estimates for all items.

f. To recommend the imoortant basic points to be included in the
_e^ca"-n fr mater al and meltl-U -' -- 4- uc4spec ,;ai un ur ma=;aL L,IIu- W.Luuocnsr on.

Conclusion of the International Board of Consultants

The consultants considered two different sites, No. 1, located 6.5
kilometers (kmns) upstream from the existing As-wan DamT, anAd NO. 2 'known as
Xalabsha site, located about 45 krns upstream from Site No. 1. Although the
stream channel at the Kalabsha site is much narrower than Site No. 1, the
terrain on both sides of the valley is so low that the crest of the dam would
have a length of about 20 ims. Foundation conditions at Site No. 2, were in-
ferior and impervious materials were not to be found in the general area.
Also the topography at Site No. 2 would make it difficult to construct a dam
equipped with an upstream clay blanket. The consultants, therefore, decided
that the dam should be built at Site No. 1.

The important conclusions of the consultants _for Site No. 1 are:

a, A rockfill dam equipped with a clay core, an upstream blanket
and grout cutoff, with the dimensions proposed by the consultants, is as safe
as the safest among the existing earth and rockfill dams resting on sediments
because it is protected against failure by two independent lines of defense;
an upstream blanket and a grout cutoff.

b. Because of the vital importance of a satisfactory solution of
the diversion problem in the construction of the project, the problem of the
design and construction of the cofferdam received special consideration. The
consultants concluded that a cofferdam can be built across the Nile Valley up-
stream of the dam site without any risk whatsoever of a failure during or
after the construction of the cofferdam. Hence, it is established beyond any
doubt that the dam can be built in accordance with the design.

1/ "Report by the Board of Consultants on the State of the Project for the
H4gh,L znC3D&.," Nover,.b6r_28, L1951.
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c. The time required for constructing the dam depends entirely on

the time at which the excavation of the diversion tunnels will be completed.

Every year of delay in the completion of the diversion tunnels delays not only

the completion of the dam by at least one year, but it also increases the

cost of construction of the dam on account of the restrictions which will be

imposed on the regime in the existing Aswan Dam. Therefore, the consultants

considered it essential that the excavation of the diversion tunnels should be

started without delay.

General Features of the Dam

In the layout of the dam, the diversion tunnels are to be located on

the right (East) bank and the power tunnels, powerhouse, and emergency spill-

way on the left (West) bank. The riverbed at the centerline of the dam is at

elevation 85 ms above sea level and the crest would be at elevation of 196 ms,

giving a maximum height of 111 meters or about 365 feet. Qvailable data

indicate that the backwater from the dam would extend some 550 kms upstream to

the third cataract which is about 200 kIns within the Sudan. The final topo-

graphic maps now under preparation by the Army Map Service, Corps of Engineers,

Department of the Army, (U.S.A.), may change this distance somewhat as the

backwater may extend only to Dal cataract, a distance of 500 kms. The town

of -.Jadi Halfa in the Sudan will be flooded. The population displaced by the

reservoir, both in Eevpt and the Sudan, estimated at 60,000 to 70,000 will

have to be relocated. 1/

The following is a suimary of pertinent information on the dam and
reservoir: LTngth of thRe dam between abutments, 5,000 ms; length of river

channel section, 550 ms; base of dam along stream channel, 1,300 ms; top of

flood control pool, 182 ms; top of irrigation nool; 175 ms; top of sediment

storage, 147 ms; base of sediment storage 85 ms. Placement of all materials

in the dan, T,oo0,ono ri3; p of rfil11 27,j60;000 m3; nlacement of

dune sand, 4,600,000 m3; placement of clay core, 2,885.,000 m3; placement of

coarse arld fine .L Ier, 2, I 7 00 m3; placement of silt, I _nn 3. Storage

volume of reservoir, 130 milliards, of which 30 milliards is dead storage for

deposition Of slt, 70 MilLiads is for irrigation and 30 II1li s f

control.

Diversion Tunnels

The river diversion plan provides for seven urained diversion

tunnels, 10.5 meters in dianieter. A i+n of the dam. the divrersion

tunnels are to be used for flood control purposes. The diversion tunnels

average about 2,160 ms in length and the seven tunnels wil havte a discharge

1/ An accurate estimate of the population requiring relocation will depend

on surveys of the reservoir area.
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capacity uinder a head of 20 meters of 11.000 m3 ner second. The excavation
of the diversion tunnels totals 7,957,000 m3, all of which will be placed in
t.he ncfferHAm Pnd the main da m

The PowTer Statvion

'The -oT.Ter station iT;l ho 1. ̂ +, in ,inr oy--r'r-nA r'nuvsrn,no in thi loft.

or West bank approximately on the axis of the dam and will ultimately comprise
four stations each equipped with four sets of Francis tirA t-hines with gen-

erator each of a capacity of 90,000 kw (120,000 hp). Of the 16 units ulti-
mately provided f,P- e

4
iht+ T.yb11 lnsl ln++itialr A retuyir isow

under way to assess the desirability of installing a fewer number of larger
turlbo-genrators t-h-Oriian , nly planned, perhaps 12 tor 135 MJ wb.ile main-

taining the total capacity of the first stage, to be built during the initial
lten yrears, at ab-out 2,0 +ga oin ypand

'1y. - 4't -'I 4 h 4 fo, 4.i,,aA.. powe Odel are in +Ile L-ed at-
I i Le JAL.L " eLI '.L o line L. UIL FL U,I.IO. ~' p -. UU1~.14-I 0J. ~, .I -Si _--iiiisa0

vicinity of the upstream tow of the dam. The 4 power station caverns are
p'Lacedu dLeUep i.Lnto e gridLLte iLr tlheu left N1.l UdIIA Wi.thi Ultl;eL onIItLLUUdLinld-L

axis in a straight line and approximately under the axis of the dam. The
siue of ute ±riba-te luIfl[IC±L is au ele-Ivau±n 1.3 m,ete abov sea lel and

is fixed in relation to the minimum upstream reservoir level of 147 meters.
The power tunnels, excavated in solid granite, are to b'e concre±te lined (in
contrast to tie unlined diversion tunnels in the right bank.)

The power water tunnel of each of the four caverns is circular with
a diameter of 12,7 meters and bifurcates first in0to two tunnels of 9 meter
diameters leading to the gate chambers. From here the tunnels are again bi-
furcated into 6 meter ttinnels each equipped with a butzerily vaive to control
the inlet of water to the separate turbines. Each power station will be
equipped with two surge tanks connecting witn the upstream side of the draft
tubes. Outlet water from each two turbines will be collected on the down-
stream side into tailwater tunnels of 11.5 meters diameter.

Each cavern will be equipped witn two overhead 150 ton cranes. Air
conditioning equipment is included in the design. Each of the four trans-
former caverns will be equipped with 8 single phase transformers of about
85,000 kw, each. The installation includes a stand-by for each three trans-
formers in service. Transformation will be from 15 to 400 kv, with provision
made for transmission at the latter voltage to Cairo, a distance of approx-
imately 770 krns.

The 9,115,000 m3' of rock excavation from the power intake tunnels,
power caverns, surge chambers, inlet and outlet basins will be used in making
the fill for the main dam. In order to minimize storage and rehandling of
materials, these excavations will be scheduled in the 5th, 6th and 7th years
of the construction period. The construction equipment and organization from
the diversion tunnel excavations work will thus be available for the power
tunnel work. In order to benefit from the economic handling of materials,
excavations will be completed for the contemplated ultimate power installations
while the main dam is under construction.
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T n4 r-n i-f +1-q TThwn

Design of the e Dth
Uocl,tie' subiited to the consultar+s f.t~o 91ternativTe design for

the dam, One design involved protection of the dam against seepage by means
of a clay blanket on the upstre&m side of the core iOA with a hroad in-
verted filter on the downstream side ("1horizontal sealing'"), and the other
for const,uction of the dam. wit a short upstream. blaet and a concrete cut-
off wall extending from the base of the clay core to the surface of the bed-

~iU1I~ ~ I1~ ~LU, UIi'L UbJO. LLL VI 1L, ~, %,U - -- ~-- I .
L rOck, som, e 250v M,s below th bas of th cla cor +'c^.mbi.e - l+io-')

Thle Boar-d ofL Consu"'ts adopt-Ced 4th1Le desirgn fo~r a "Idama wit- oi

zontal sealingt", recognizing that as a defense against possible damage in
wartime the design sho-uld be supplemented by plugging the voids of the coarsest
layers of the subsoil in the river channel under the dam by injecting into the
sediments a clay slurry with a slight audixture of portland cemenlt ;nd some
chemicals. The dam would thus be protected against failure by two lines of
defense, (a) tne blainket, ana (b) the grout curru,ii.

Design and Construction of Upstream Cofferdam

The primary function of tne upstream cofferdaim uur-lng construction
is to divert the water of the Vile into the diversion tunnels. The lowest
portion of its base is at elevation 85 and the top elevation l35. The
principal difficulties associated with the construction of the upstream
cofferdam are due to the fact that the major portion of the construction
materials must be deposited on the bottom of a body of water with a depth
of at least 20 meters and that a body of water which will flow over the
crest of the cofferdam during the period of construction may reach discharges
of as much as 10j000 m3 per second. The consultants concluded that the lower
part of the cofferdam could be safely built during the three years required
for the excavation of the first four diversion tunnels by denositing and
compacting the construction materials in horizontal layers up to elevation
105. Fowever, the existing Aswfan Dam which controls water levels up to
elevation 121 greatly facilitates the construction of the upstream cofferdam
and permits the corntrol of possible scour of miaterials from the cofferdam.

Of particular interest in connection with the proposed water regu-
lation during construction is the fact that during the fifth construction
year the reservoir created by the cofferdam could be held at elevation 125
meters thereby providing an additional storage of L 5 milliarcb over and above
that normally stored at Aswan Damn at elevation 121. During the sixth year
this additional storage would be raised to 3 milliards. More recently certain
Egyptian experts have indicated that as much as 6 milliards could be temp-
orarilv stored behind the cofferdam. However, until it is definitely estab-
lished that storage of such volume would be compatible with the safety of the
eofferdam; it would be inadvisable to rely on this higher estimate.
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Progrnm of rlnnqtruetion

The onnl1tants agreed that the dam could be built within the time
limit of 10 years) however, they also stressed the importance of first estab-
lish ing an adequate organizati on for nreparirha the . i-ntomtmry plan-s and specifi-
cations and correlating the results of experimental examination with the design
ofW various poXe nrti+.ons of cthfmint.1iirin Q11(4'h :iQ +.hp Amc;n of e of t ut.l m t works

for the diversion tunnels and of digesting the results of field investigations

Problems of Sedimentatiohi and Scourin.g
BecaISe of, the volr^1Mn ofr sedv.r. ttnMotd he Milo Aiiring-

JJ~,.JO~~A AL Vt. WI -S t.1 - - --JI~.~ - -t- - -J - _ _

certain seasons of the year, construction of the Sadd el-Aali Dam will create
problems tha+ may be A-" as-. follows:

lo Jpositin of sedim n e re ser voi . WAI

LjUDeVO.s4tno-1 and erLosioln Of -Oed;-L-2ntAS i&ImMedi-ately aU-tre-m

and dowinstream of the dam itself;

3. Problems of sedimentation and sco'uring in the Nile River
fromri HsIwan Duo the 1itdJUttraneari Seaz

The torrential rainfall on t'he Abyssinian platieau helps to bring
down large quantities of silt in the Blue Nile during the flood period.
Situdies of the annual sediment deposits of- the Nile at Luxor, made in
connection with excavations of ancient temples extending as far back as
3,000 B.C., show that for the past fifty centuries, at least, the Nile beL
tween Aswan and Cairo has been depositing part of its silt load with a result-
ant aggrading of the stream'oed. Captain v. G. Lyons (Physiography oI the INrLie)

states that the average rise of the streambed due to these deposits is about
0.10 meters per century, so that some 5 meters oI ailuviai sediment nas been
laid down in historical times. Upon the basis of available sediment records,
it has been assumed that 90 million tons of suspended and bed load woulU ue
deposited in the reservoir each year and that after consolidation, these
deposits would amount to about 60 million m- annually. The reservation of
30 milliards for the deposition of silts would thus provide storage for that
purpose for a period of 500 years.

The existing dam at Aswan is operated to permit high river flows to
pass without significant retardation and the reservoir is filled from the
receding flood waters each season, Consequently, there is now little deposi-
tion of Nile River sediments in the existing Aswan reservoir,



Towering of the qtreambed through controlled scourine (degradation).
within limits, would be beneficial to the valley, notwithstanding the special
remedinl measunres that would bep no...qnrv nt. the main c-nnal diversion struc-

tures and navigation locks. The Egyptian Government has retained Dr4 Li G.
Straub especlally for the purpose of mapping out a program of aggradation 4nc
degradation studies, principally concerned with degradation that might occur
iVi-1-na 1\th 1 Nile triver vhvn.nl doI f,-r,n +.I-) tge A CI,-n TDMM forll n I ^ITi M7 -r,mnl t.i m

of the 8add el-Aali project.

B. VY4Z+n'V~' +VT 1n Pn1n ('. +.eN LT*' n'isqtr ge C-apacity in -eao ------ tql^l

Altho10 gh- records of r4ve- stage ha-vE b-e obtaired since I7180o

the Nile below Aswan, an accurate calibration of the stage-discharge relation
for this gage was not availabr1 -Yple until, construction .f the As-J-nan im wna cm

pleted in 1903. Shortly thereafter, the discharge sluices for the dam were
accu ately calibrated andU eLiLaLLeI rcords U are avaiLable I tiiV a sA all

flows have been passed tlhrough the sluices of the dam. Discharge records of
the NiLLe for ItLhe pUlimod 18O-419Je hIVave betenI cU11LpJUVzU us.-ng. tlhe stage-diCscUL aL.rge

curve obtained by means of the records subsequent to 1902. The high flood
discharge for the period 187u-1902 miay be sorn&-hat questionable, but the
summer supply over the entire period is considered to be less than 5% in
error, Th±e stregam-flow records at Aswan for the period 1870-1902 are con-
sidered satisfactory and for the period that is so critical in the determi-
nation of the storage requirements for Sadd el-Aali, namely 1899-19y3, hie
flow records are very reliable.

Available Water Supply at Aswan

All of the Egyptian publications pertaining to water supply place
a great deal of emphasis on the flow oI- the Nile during the Oitimelyu

(1 February-31 July) and "untimely" (1 August-31 January) seasons at Aswan,
However, the construction of the Sadd el-Aali dam would, for all practical
purposes, entirely control the runoff of the Nile River at the site. There-
fore, in considering the Sadd el-Aali project, the division of the water year
into two separate periods ceases to be of any significant importande to Egypt
although remaining of importance to the Sudan.

The annual runoff of the Nile River at Aswan has varied from about
63 to 137 milliards annually, with the exception of the one year 1913-14,
when the annual runoff was only 45.5 milliards. Obviously, no sound policy
of irrigation expansion can be based on such a variable supply.

The average runoff of the Nile River at Aswan for the period
1870-1953 (83 years) is 92 9 milliards. Examination of the records for the
period 1870-1898 discloses that the runoff was well above the 83 year mean,
averaging 110.3 milliards whereas for the most recent 54 years of record,
1899-1953, the average runoff was only 83.7 milliards.



Storage of Flood Waters in Sadd-el-Aali Reservoir

The carntity of surplus water made available for use through con-
struction of Sadd el-Aali and the share on which i -Eypt could depend for use
is appreciably affected by up_stream consumptivc uses. Except in thc Sudan
these uses for irrigation developments have be-en ii-oaeoueiitiaI and as far
as can be foreseen will, as a practical matter, remain sot, Egypt has been
utilizing the low flow of the Nile for centuries and, as new storage has
been created as in the cases of the Aswan, Gebel Aulia and Sennar dams agree-
mOnts have been made between Egypt and Sudan, the countries most concerned,
for a division of the additional supplies. The proposal for the construction
of sr-ch a reservoir as Sadd el-Aali brings the problem into sharp focus as
Egypt would be enabled to use the total run-off of the Nile and, in the
absence of an agreement with other countries affected, particularly the Sudan,
might establish preferential rights to the entire supply unier the Doctrine
of ApproDriation. In order to justify the expense of the project Egypt must
have assurance of the lninterrupted use of at least the minimum quantity of
water recuired to make the project viable.

Supplies developed by Sadd el.Aali

The Sadd el-Aali reservoir, with usable or live storage of 7U,
mil linrl for i rrigatin and an additional 30 milLiards for diual use of flood
control and irrigation, (the remaining 30 milliards being reserved as dead
sqto rage , fo- rrln c deposiion- ofr s4ilt) has bee n deterl mined to be oD- the optm_ + 
capacity to enable the maximuw volume of Nile water to be made usable, Such
a storage would, on the average, provide a min m of 82 to 83 r4l i44ds per-
annum, from which losses in the reservoir wouild have to be deducted--/

The losses in the new reservoir, based on studies of the existing
Aswan reservoir, were estimated by the Government of Egypt to amour.t to ap-
proximately 10 milliards annually. This estimate is based on the average
anrnual daily loss by evaporation from the Aswan reservoir of 7,4 millimeters,
or 2.66 meters per year. This loss when applied to the net surface of the
full reservoir of 39810 souare kilometers (after deducting tlhe area of the
natural river included) between levels 175 and 182 indicates an annual loss
of 10.1 milliards or about 7YA; of the gross storage.

In the Asmwan reservoir the actual experience of loss is com,puted
to be 7% of the gross storage and if this percentage is applied the resulting
estimate of losses in Sadd el-Aali, when full, would be 9d1 milliards annually
As the reservoir falls the losses are continually reduced, due to the reduc.
tion of the surface area. Whrnen the flood storage is withdrawn, for example,
losses from the volume remaining (100 milliards) would occur at an annnual
rate of between 7 and 8 milliards. No attempt 'Was made to reflect seepage
losses in the figures. Net seepage or absorption loss in the Aswenreservoir,
considering return flow, has been variously estimated between 0 to 0,9 mil-
liards annually. In view of these CAellations, the Egyptian estimate of

lX Report: n-ydrologicai Investigations on How the Maximum Volume of the
Wle 7ater M4ay be M4ade Available for Development in Egypt and the Sudan1t by

11" andU D-lack, Jaziuay 23, 1,
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losses ajppears ti 111t-12L u adiD seemns Justi"lab±le tu as-SuMite tht- tlhl-e Losses

in aadd el-A81i will not exceed 9 milhiards annually. Furthermore, after
completion of Sadd el-Aali, the operation of the Gebel Aulia- reseevoi- 1o1

the benefit of t,gypt may be disconlt.inued because of its relatively high
losses (nearly 2 milliards out of a total reservoir capacity of 3 e6 milliarCs'
This would reduce overall losses and thus provide an additional factor of
safety in the amount of suuplies to We developed by Sadd el-Aahii

if from the average controlled annual flows of 82.5 milliards esti-
miated to be ootainable by the Sadd elAali reservoir) 9 milliards would be
lost by evaporation, a net suxpply of 73o5 milliards would remain, Egypt's
present reouirements of 4b92 milliards and Sudan's of 3a5 nilliards, to-
gether with the 2 milliards lost at Gebel Aulia gives a total measu-red at
Aswan of 5h.8 milliards which wihen deducted from the net supply indicates
a surplus of 18e7 milliards to be apportioned between Egypt and Sudan) as
indicated in table 4,

Table Mo. h

file Supplies Developed by Sadd el-Aali

I,illiards, measured
ITile Supplies at Aswan

Average Annual controlled supply
available after construction
of Sadd el-Aali 82,5

Deduct:
Egyvttts use 49.,2

T,osses at flebel Anlia 20

SudanSs use 3.6

Total to be deducted 'Th51A

New mnean annual mannlies to be stored in
Sadd el-Aali 27.7

Estimated annual loss in Sadd el-Aali 9.0

Net of new usable supplies developed by

Egyptian engineers have contended however that a certain volume of
water should be set aside for rioa.-ian uses such as navigation, dormiestic uses,
sanitary uses and salinity control, and that this volume should not be
charg~ed aginst DmypL i ±Y.U± -dga±ion a"c'iment. urt-g certain years moreover
it is necessary to discharge some excess water from the reservoir. It is
rg,ypt-s cUntentUol taUll 4 MisL_Lards shoula ce allucated for bresu purpusesc
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The conter.tion +tht na substantia a ' once shouldr1 beh mnard fo-r naviga+ti n use
particularly does not appear to be valid. On the Nile, outflow to the sea
is blocked zt the end of' the flood season maldng, in. effect, inland lakes

back of the barrages and in the irrigation canals, Additional flow would
nio' be requireud uto ma-intain navigation depths in ein
sense ordinarily necessary in flowing streams.

Capacity and Operation of the Sadd el-Aali Reservoir

The water level in the Sadd el-Aali reservoir would be lowered at
least to elevation l75 eacn year prior to the annual Nile flood so that 30
milliards of storage capacity would be available for flood protection.
Actually the top 30 milliards of capacity would perform a dual function for
irrigation and flood protection. During years of high flow the reservoir
would always be filled at the end of the flood season, but during years ol'

subnormal flow it would be necessary to draw on hold over storage to make up
for the deficit in flood runoff.

Reservoir regulation studies based on ranoffs for the period
1870-98 show that the reservoir would be completely filled each year. How--
ever, under conditions like those prevailing during the period 1899 to 1953
which includes many years of subnormal runoff, the reservoir would be almost
entirely depleted of reserve storage during such a period. The degree of
depletion wqill depend on the level of irrigation water use and somewhat upon
the division of the supplies between Sudan and Egypt. Reservoir operation
calculations were made by Egyptian engineers for the period 1899 to 1953 on
two assumptions. In the first case, it was assumed for the purpose of cal-
culations only that an additional 19.2 milliards (measured at Aswan) were
divided 10.8 milliards to Egypt and 8.4 milliards to Sudan so as to bring
total uses in the two countries to 60 and 12 milliards respectively. Under
the premise that the reservoir was full at the beginning of the period,
this hypothetical operation indicated that all withdrawals would have been
met and that a small but adeouate reserve above dead storage of 6.2 milliards
would have remained at the end of the low cycle in 1916. However, if cir-.
cumstances were such that the reservoir started to fill at the beginning of
this neriod of subnormal runoff, the active or live storage in the reservoir
would have been depleted at the end of the 1914 irrigation season. In fact,
it would have been necessary to draw on the 30 milliards of storage reserved
for sediment to the extent of 5*2 milliards.

In the second case, it was assumed for the purpose of calculations
that only an additional 16.29 mnliards (mea-sired at Asuan) were divided
10*8 milliards to Egypt and 5.4 milliards to the Sudan so as to bring total
uses in the two colntries to 60 anrd 9 millinrds re*nectivPly UTnder this
assumption, the proposed capacity of 100 milliards is sufficient to take
cas-e of 'Egjjts revuir6leme-s --en t hough stlorage wou"ld begi;n at th- beg-inn-r ff

of a series of years of subnormal runoff such as those prevailing from
1 O~e% .~ - 1 %-
±UY7 bo .13).

If a reasonable cormJpromise carn be reached on the division of the
surplus water between Egypt and Sudan, the proposed irrigation and flood con-
trol capacity in the Sadd el-Aali reservoir of 100 milliards is fully



Justified on the basis of preliminary regulation studies. The wTell defined
flood season of the Nile permits the dual use of the top 30 milliards of
storage in the reservoir for both flood control and irrigation, thus pro_
viding an added factor of safety for irrigation storage.

C. Relation of Sadd el-Aali to Comprehensive Nqile Development

Long-term or Century Storage

The Century Storage scheme outlined previously would not, except
for the two annual storage projects included in it, conflict in any way with3
or be a substitute for Sadd el-Aali. Greater storage capacity in the equa-

torial lakes would smooth out the long dry and wet cycles of runoff on the

Nile and would make worthwhile the construction of the Jonglei canals to

reduce flood losses in the Sudd, thereby increasing the ou2ntity of water

arriving in the Sudan and Egypt. Supplementing this there must be adequate
annual storage capacity to provide a stable flmT of the Nile throughout the

year. Sadd el-Aali would perform this function and thereby make ulmecessary

the Merowe and Wadi Rayan projects. It would stabilize the annual flow of

the Nrile between Aswran and the sea, prevent in most years the wastage to sea

of flood waters; nrovide complete flood protection for all downstream terri-
tory and provide a potential for an enormous ouantity of electric power in
Egypt. It wTould provide some hold-over storage from years of abnormally high
run-off for use in dry years, but this hold-over storage wyould, of courses
be li-mited to the actual flao arriving at the reservoir and the capacity of
the reservoir is not sufficient to store the excess from a long period of
wet years.

Thuls after Sadd el-Aali is finished it will not only be possible
but also desirable to proceed with the eciuatorial lakes storage and Jonglei

schemes. These would on the average increase the annual flow obtainable

from the Wnhite Nile by 5.2 milliards and thus yield important benefits sup-
plemerntin those ofSaddel-Aali. Moreover; they would ensure that no
spilling would occur at Sadd el-Aali during unusually high flood years.
Altogether t>hey would make it possible tc -- n---. rompletel-y the entire

runoff of the Nile under all conditions.

The timing for the execution of the two schemes is widely dif-
ferent. Sadd el-Aal; should be bi-lt in ten yerars, ith at least some bene-

fits accruing after the fifth construction year from the storage by the
upstrea.m cofferdam. The ut lUzat-Lon of s frcm the Centu-r Storage
scheme will be limited until realization of the Jonglei scheme which will

takce 25 years or lorger. Some benefits, how-eever, can be realized after

about thirteen years, by completion of the Jonglei canal to partial capacity.

Sadd el-Aali as substitute for other annual storage schemes

Sadd el-Aali is, however, a substitute for other annual storage
schemes including the Nlerowe and vfadi Rayan projects added to the Cenrtury
Storage scheme by the Hurst-Black-Simaika study. The most compreh.y7 sive
of such proposals was made in Januarys 1954 by Mr. H. A. IVIorrice, -_

1/ "The Development of the Main Nile for the benefit of Egypt and the
Sudan", issued January 23, 195h.
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dams, listed below, to be located on the main Nile and to serve the multi-
purpose objectives of irrigation, flood control, navigation arid poweir for
the benefit of both Egypt and Sudan. The global estimate of the cost of
the projects in the Morrice proposai was in tne oraer of 41 200 million.

Table No. 5

Projects in the Morrice Proposal

Probable Probable
Project Storage Power

(milliards) (kw thousands)

Sabaloka gorge, near 6th cataract - 35
Fifth cataract 2 75
Hamdab island, at tail of hth cataract 10 150
Dal cataract, betweei. 2nd and 3rd. cataracts 25 -
Semna gorge, between 2nd and Dal cataracts 5 190
Second cataract 3 1-10

Not included in the list is the ladi Rayan reservoir about 100 km. south of
Cairo (.already mentioned and which wJould have a maximum flood storage capa-
city of from 1,2 to 3.5 milliards, a very small portion of which would be
usable for irrigation), or the Rioseires project on the Blue Nile for which
planning is already in an advanced stage and. which would have a capacity of
3 milliards.

All these reservoirs combined would have a storage capacity of less
than 50 milliards as compared with 100 milliards for Sadd el-Aali. They
could hardly be regarded as a substitute for Sadd el-Aali. According to
water management studies their combined capacity would be inadeouate to re-
gulate the Nile for irrigation. The relatively small size of the reservoirs
make insufficient provision for silting. would provide inade uate holdover
capacity from year to year and pernit very little flood control.

Some storage will have to be created in Sudan to enable utiliza-
tion of NTile water in the Sudan. One project, the Roseires dam, has already
been worked out for this purpose. It is to be built on the Blue Nile at
the Damazin rapids about 100 kilometers downstream from the Ethioni an border
While originally planned for a storage of about one milliard, Sudan's
consultin.g enier now adv.ise t-hat its capacity be increased to im.pound
3 milliards at an estimated cost of 0E 21.2 million.

D. Inteimational Aspects of the Project

The Nile is preeminently an international river, the river basin
embiiracir.ig the -whole or parts of eight ccunt'es, an' "here havre been a nmfberL,LL LVIU± U± IJdr~ 0 r~L~IIj L1b±±IL , uLL III I L 11 V U ~I L.LLUILLJ.

of international negotiations and agreements affecting various existing and
proposed uses and controls 1J1 of the Mile. Thlle Sadd el_-Aal project is comLple-
mentary to the various proposals and arrangements which have been made for
over-;year s orage in the great Central African Lakes, to the Jonglei Sch(Memre
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for passing waters by tne Sudd marshes, and to the Lake Tana storage project.
No proposal has ever been seriously considered, nor for practical reasons is
tLhere any likelihood of a project in the future, which would divert a signi-
ficant quantity of water from the Nile or its tributaries upslyeam of the
S-udan or Egypt to the prejudice of either of those countries.' Although
Ethiopia and one other of the equatorial lake countries have expressed concern
over the proposal to construct the Sadd el-Aali project, information available
to the Bank .oes not indicate that its construction will have an adverse ef-
fect on any of theme

But an international agreement between Egypt and the Sudan, includ-
ing the assent of the Sudanese to the Sadd el-Aali project is essential. The
reservoir created by the project would flood Sudanese territory and if the
Sudan assents thereto, compensation wrill have to be paid by Egypt. The two
countries have taken steps to reach an agreement as to the division of the
new supplies of water, estimated at about 18.7 milliards, which the project
will make available for use. Nebotiations between Egypt and the Sudan were
begun late in 1954 and a number of proposals and counterproposals have been
discussed by the t,i.o governments, but thus far no agreement has been reached
on these matterse

2I Furthermore, Article III of the treaty between Great Britain and Ethiopia
establishi no the frontier hetween the Suidan and Ethionia, signed at Addis
Ababa on M1ay 15 1902, binds Ethiopia "tnot to construct, or allow to be
constructed, any w-ork ac o.ss the Blue -le, Lake aTa- or the Soba which
would arrest the flow of their waters into the Ilile except in agreement with
t s Dritnc Ma-jestyls Governrment and the Goverrnt of the Sudan'.
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E. ORGA17IZATICN AND Kii.-: EE 7T

The Govern.mient of Egypt will administer and direct all aspects of
the Sadd el-Aali project. The project was sponsored as being of vital import-

ance to the country by the Permanent Council for the Development of National
Production, a new agency of the Government created by the Revolutionary Junta
for the purpose of studying, promoting and executing, where necessary, pro-

jects to develop and exploit the natural resources of Egypt, including both
the products of the soil and of industry, as well as projects for the develop-
ment and expansion of internal and external trade.

The Sadd el-Aali Authority

Subsequently, the Government has created an autonomous organization
called the "Sadd el-Aali Authority" to which has been delegated the responsi-
bility for organizing, planning and supervising the Sadd el-Aali project. This
is a high level body not only to carry out the project by making the basic
policy decisions regarding contract arrangements and supervision of the pro-
ject, but also with authority to call on all other departments of the Govern-
ment to perform duties necessary to its completion. The membership of this
body as presently constituted is as follows:

Wing Commander Hassan Ibrahim, Minister of State for Production
Affahirs

Mr. Ahmad Abdou El-Sharabassy, Minister of Public Works
Dr.- AbPd Monetnm Fl-Khayssouny Minister of Finance and Economics
Dr. Mohamad Abo-Nosseir, Minister of Commerce and Industry
n. Abdel-GalilEl ary, Managing Director of the Nile Ginning Co.
Mr. Hussein Fahmy, President of the Permanent Council for the

DevelopMent onf' National Prnduictinn

Colonel Samir Helmy, Member of the Permanent Council for the Dev-
eloment of National Production rtry nrl of the

Sadd el-Aali Authority
D -.LfVT---LaAl, -= I C. Member^ r t *Permnanent Gouncil for the…

Development of National Production
r,.^9 r;xV+b,T 1:/ 7 r7n P

4
'2rl m,e +11o C nll v d Prarv! x; on

Mr. Ahmad Fouad, Member of the Permanent Council for the Development
ofP Nati+onal Vr-;U,+ion

Dr. Mustafa Fathy, Permanent Under-Secretary of State for Ministry

Dr. Hassan Zaky, Head of the Sadd el-Aali Administration

Extensive use of consultants has been availed of in developing pre-
limin. --ary p±aiis fVo t,h oauu el±I-Ai A pVUJect- . A_o__ .Lthe more *4port-+ ser=

vices has been that rendered by Hochtief and Dortmunder Union in making sur-
veys, borings, and preliinary plans `nd estimates. This phase of the engin-
eering work was completed in late 1954. The role and composition of the
International Board of Consultants and the assignments thlus fau completed have
been described earlier in this report. The Authority has made arrangements



with these consulUantus o continue perioduc rev±ews of' the designs, specif4ica-
tions and construction methods for the project, and to advise the Authority
on technical management and on the solution of technical problems as they
arise during execution of the project.

The Bank, in its letter of April 8, 1955 from President Black to the
Egyptian Ambassador, advised the Egyptian Government that in its considered
opinion the Authority should retain a firm or group of firms of consulting
engineers specializing in the various aspects of the project and should dele-
gate to them the organization, planning and technical supervision of the pro-
ject. Tne Bank in giving its advice suggested that the consulting engineers
would draw into one effective organization the competent Egyptian technologists
as well as the supplementary foreign experts required.

The Authority, after considering the alternatives of employing a con-
sulting engineering firm or of building an independent organization around a
corps of experienced key personnel under direct employment by the Government,
decided to adopt the former course of action and on October 30, 1955 signed a
contract with the firm of Sir Alexander Gibb and Partners to act as consulting
engineers to the Authority on the civil works sector of the dam and, further-
more, to have overall responsibility for review and coordination, and for
advising the Authority with respect to the engineering work on all the other
phases of the project. Prior to the consummation of the contract with Sir
Alexander Gibb and Partners, representatives of the Bank, at the invitation
of the Authority, met with the parties concerned to comment on the qualifica-
tions of the consulting engineers for a job of this character and on the pro-
posed terms of the contract.

As a result of its study the Bank concluded that the Gibb firm could
render satisfactory engineering services on the project, especially so under
the contemplated arrangements whereby the firm will supplement its staff by the
addition of specialists where necessary. Although under the terms of the con-
tract the function of the Gibb firm is to "advise and assist" the Authority
on all important matters of engineering, the contract provides the framework
within which the Gibb staff can properly perform satisfactory engineering ser-
vices on the project. The Authority's officers have assured the Bank that it
is the intention to seek Gibb's recommendations on all important engineering
questions, and outlined to Bank representatives the scope of a future statement
of working relationships between Gibb, the Authority, the International Board
of Consultants and the Contractors as evidenee of this intention. The Bank
was assured, furthermore, that all such proposed working relationships will be
discussed and agreed upon with the Bank in the event of Bank participation.

The Authority has awarded four separate consulting contracts (for

hydraulic tests, grouting tests, sand compaction tests and a study of the lay-
out of the undergrolund works) to very competent specialized firms. The
results of these tests will be reviewed by Gibb, and where appropriate also by
the International Board of Consultants.
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Construction WTork

Contracting procedures were extensively discussed at conferences
held in v;niahington at+.e i 15QI rndl in Cairo at+ the bebirminu of lo%( b-

-tween representatives of the Bank and the Governmient. It was agreed that
previous plans to let all the n orks ina single negot-a+ed contract to an
international consortium would be abandoned and contracts for the component
parts of the -roject A.ld be, a 4-,-t to sl e4,r,t ve rs,-n I rtemy%+ ic + p iton.

Over-all scheduling and coordination of construction contracts will be

maaged by- af"e Corns-' -t4ng->^ieMn- nnni }r P rInn P,vo,1 c- v,r 4nr ,-n,-c

rl'11C-ter com.ple-It-ion ofIL' ScJaddAlu Vel-AaCl__', the p1%J ect, wL.L.L LU%4u.L.Lwr kcLd.U.J.f 

mianagement and expert operation. Besides ordinary maintenance, the operating
prob1lems wilVl nai-urally fall into tcwo quite dlffern1tiI _cag eL th

relating to water management for the benefit of irrigation and the business
U± generatdUJng ndU dlbUbLV LLUUJ!II1 YUk1JU1'* QJUUVIUlUIaUUJI LUAbtJJeV L41 tUW WIL"te it
should be close, need not be difficult once priorities for water use are
established as an operating policy. Egypt possesses an outstanding irrigation
service with a well-trained and experienced organization. The management of
this dominant pnase of the project presents no problem. A complete reorgani-
zation of the Government's power administration will, however, be necessary.

An Autonomous Power Authority

Completion of the project will create a probler; of coordinated opera-
tion of all the power generation and transmission facilities in Egypt, most of
which will be Government-owned. The problem is made more urgent by the fact
that the initial availability of the large powJer resource created by Sadd el-
Aali wjill make necessary the drastic reorganization of transmission and dis-
tribution systems, tariffs, and previous methods of conducting the power
business. Steps taken at the outset for the handling of the Sadd el-Aali power
supply will have a crystalizing effect on the ccuntry's system and powier poli-
cies for decades to come.

The Government has general plans for the establishment of an autono-
mous Government-owned corporation to bring about the unified operation of its
power facilities and for their coordination with private utilities and industry.
IThile the precise form for the agency has not been determined, the Government
recognizes that an organization to plan and manage a business such as the power
business must be flexible and able to make day-to-day decisions promptly. In
addition to the organizational autonomy necessary to enable it to function
efficiently and successfully, it should have a large degree of financial auto-
nomy to enable it, for example, to make extensions and alterations to the
power system to best meet the requirements of the business operations served.



The Production Council has taken a forward step in this matter by
the employment of the Electricite de France (EDF) to assist it in its studies
and power planning. Under the terms of a contract entered into in March 1954
between the Council and EDF, the company was engaged to conduct the necessary
studies and recommend a desirable organization and power policy for the Gov-
ernment, together with drafts of needed legislation. The surveys and studies
being carried out by EDF encompass the full range of physical and technical
factors which should influence the establishment of a sound power program for
Egypt, including a study of the country's resources for the production of
power, transmission and distribution problems. forecasts of demands for elec-
tric energy, costs of production, rate structure, etc. The company's report,
which will be used as the basis for further discussions and planning of the
power program, was completed in September 1955. The information contained in
it has been used in aDDraisine the Dower aspects of the Sadd el-Aali DroJect.

F. cOST OP THR PRO.TERT

Thn total invetnment eost of the entire project, incluiding one-half
the ultimate power installations (i.e. 720,000 SW out of 1,440,000 KW), the
transmji3s7on lin- an the lnrid -ren 1 mation and settlement program, and
extending over a period of sixteen years, is estimated as follows:

Table No. 7

Cost of Sadd el-Aali Project (in millions)*

Foreign Foreign Local Total Cost
_change -cag C09t Trot-1 Cost4 1n uV-.-4 -" L IM1V %.ILd.L1rt: %.Uji U I LtO.J u'.Z.' 1. -Li IYjU..V-

(USI, (£E) (£E (E) alent US$

1. The dam and civil works 1/49 52 58 110 316
2. Powe~r eqju.LplJIn anu

transmission facilities 126 44 14 57 165
3. -rrigation and related

facilities 72 25 78 104 297
4. LneRties and resele-

ment 6 2 8 10 29
Sub-Total353 123 1 i5O 21 8O7

5. Interest during con-
struction 37 13 29 42 12U

Sub-Total, public
investment 390 136 187 927

6. Private (or public) in-
vestments in reclama-
tion and housing n.a. n.a. 17 137 393

Grand Total Investment 390 136 224 460 ___20

Exchange at 2E one -=s4.87

* Figures rounded.
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T'^eUOL,±! X. L 0±' of , cos .rc reatsonable and-I are thie Uesu obuta14Lb-IZ

considering the present stage of developrent of engineering planning for
the project. Wiith the exceptions noted below, the esti.mates of cost g-i-ver.
above were as prepared by the engineers of the Egyptian Government in
collaboration with Hochtief. They were based on local conditions arnd costs,
including experience on the power scheme now under construction at Aswan.

The International Board of Consultants reviewed these estimates
in considerable detail but did not accept full responsibility for them, although
appraising them as reasonable. Representatives of the Bank spent several days
with the staff of the Production Council checking the cost estimates and compar-
ing unit cost values with the existing contract prices at Aswan Dam. As a
result of these dicussions the estimate for the contingency for the civil works
and power items was increased from 5% to 10%. An over-all contingency for the
project has not been added, for the reason that a contingency allowance is
included in the estimates for the several phases of the project.

It should be noted that the estimate in this report differs from that
of the Egyptian Government in a number of respects:

(1) An additional investment of 6E 15 million in transmission lines
and interconnections has been added on the ground that such facilities are
necessary in order to ensure that all of the power to be generated at Sadd
el-Aali will be effectively marketed. The Egyptian Government estimates make
provision for the main Aswan-Cairo transmission line, but nct for additional
transmission and distribution links in the delta below Cairo. The addition to
the estimate for transmission lines was based on the recommendations of
Electricite de France to the EgyPtian Government after the original estimate
was compiled, and on unit costs applicable to Egypt. Considerable additional
public investment for distribution facilities will be necessary for expansions
of existing systems and for service to new areas. In the normal operation of
distribution services; contemnlated to be a function of the municipalities,
the receipts from. sale of power are usually adecuate to develop the systems
without, as a rul- anv rc11 on t1he Gnovernment 6udget. The total public expen-
diture for the project would need to be correspondingly increased, however, if
this polic-v now eontemplated; is not followed.

(2) The cst rof the mainr irriiAtinn; drainage and numning works
has been increased slightly (by bE 2 million) in line with more recent figures
suibmittedr by" ecrtim+an xn s It shouildl 'hp rnoted t.hat. these Gost estim,^tes

cover only one million feddans (aside from the conversion of basin-irrigated
land) because it is expected that i-rrigation and drainage fnilitites for 3009000
feddans costing LE 11,650,000 will have been completed by the middle of 1956.
A1 1, -V,-s ~,AA- +1, p ^f '~ w'+.gztlfp pyna v~i nv ±b t10 Intp ,m,Altug.h. ro.ot .in i he esti-nte ot projct expen-difures, -he lt - -
should be considered part of the total cost of the project even though it has
al-readly ber --- ent.-

f-3 MI_ - -- 4 ,, -4A 4 - l-.A_TD ;1 e; s TL A+A +;k )) ±IJJU I1W VO%J9U!Ja UV ' 4, LLU3 . J -1Y w U . 1 or in v J S&v t" I'slet ..

roads, public utilities, schools, hospitals, etc., on the 1.3 million feddans
of reclaimed land, while the Egyptian Goovernment had muade meno allowance for
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such investment. On the basis of conversations with Egyptian officials, it
was considered reasonable to estimate this investmrrent at approximately
LE 15 per feddan.

(4) The cost of reclaiming the new land (other than that of major
irrigation and drainage works) and of housing orl the new lal as bueern added

to the over-all investment required by the project. This additional investment
totaling ;E 136.5 iiillion, could be either private or public, although, for
reasons to be enumerated later, it would be preferable to have it undertaken by
private enterprise. The reclamation expenditure would be for the cons truction
of subsidiary irrigation and drainage canals, land levelling, de-salting where
necessary, and appropriate cropping to bring the land -up to rnorm,Lal standards
of fertility. The cost has been calculated on the basis of recent experience.
For housing an allowJance of 1E 25 per feddan has been mrade. Tris is substan-
tially below the expenditures now being incurred in certain model settlement
projects which have been undertaken by the gpvernment but on a standard which
can hardly be envisaged for all new land.

(5) To take into account the need for financing interest payments on
loans contracted for the project an amount of E 42 million has beerl added as
"interest during construction" for the 13-year period required to build the
dam.

A tentative attempt to project these expenditures year by year has

been made in table Nlo. 8 below. The total investment would be made over a

period of about 16 years. Dhming the first 10 years total public and private
investments to be financed would average almost LE 35 million annually, and
necessary public investriment almost LE 30 million per year. Around 90%/' of the
total public investment would fall in the first 10 years. The total direct
foreign exchange component of public investment would be approximnaely TE 136

million or an annual average of LE 13 million in the first 10 years.

Of the total public investment of LE 323 million (including interest
during construction), LE 222 million would be necessary irrespective of whether
or not power facilities wtere installed at Sadd el-Aali. In other words,
LE 101 million is the additional investment necessitated by the installation
of the powfer plant. The latter includes the cost of the civil works for the

power features in the dam, such as power tunnels and caverns, and of the
turbines, generators, transmission lines and such other mechanical and
electrical facilities as would be directly required for power. All these
total LE 88.5 million, to which a proportionate amount of the allowance for
interest during construction, namely LE 12.5 million, has been added.

It is expected that these estimates will require further revision
when more detailed planning will make it possible to determine more accurately
the total expenditures on the various components of the projects and the
probable scheduling of these expenditures.



TABLE NO. 8

SADD EL-AALI PROJECT - FnYPT

ESTIMATE2I INVESMENT COST 0F lIOGH ASNAN DAMI AND RELATED IIORKS

D[V1nOiIT COST YEFARS: ______________Total

I. PUEL)C

1eA and Civil. Worka (Stage One)
*t4a. 46.o~~~1 1 88 

Yersign 10 6 3 3 2 2-
Dan aznd Civil Worics (Stage Two)

Tptal, 12 13 1 :lo 9 9 64s.o
Forei.gn 10 6 3 3 3 3 28.0

TeLrbines and Generatorm
Total. 2 2 4.5 3.5 2.5 1.5 16.0
ForeiLgm 2 2 4 3 2 1 14.0

Tx,an-'isioan Linae to Cairo
TotaOL 2 4 4 5 5 4526.5
ForeiLgn 2 3.5 3.5 3.-5 3.5 2.5 18.5

AdLditional franrniissiotn Lines and
I.nterconnections

TO tal. 0.5 1 0.5 1.65 1.7 71. 1.7 1.7 1.7 1.7 1L.7 1.5 17.0
ForeiLgn 0.5 0.5 0.5 1.1 1.1 1. 3 1.3 1.3 1.3 1.3 IL.3U.

Svb-Tota)., Constmuction
To tsl 11.0 11.0 8.0 10.5 27.0 19.5 22.1L 20.2 17.7 1.2.2 1.7 1.7 1.7 IL.7 1.5 167.5
ForeiLgn 10. 6.0 3.0 5.5 18.0 12.0 1-1.6 10.6 8.8 5.3 1.3 1.3 1.3 I1.3 96.0

Conversion of Basin Lands to
PlerenndAIalIrri gation

Total. 1 3 5 6 6 Z1.0
ForeiLgn 1 1 1 3.0

Recla-tion Costa: Includes Irrigation
Elmping Statioina, Mainc Canals, Drainage
f'or one millionm feddanw

TO ts. 7 9 8 7 7 5 5 5 5 2 60.0
Forei.gn 2 6 3 2 2 2 2 1 1 21.0

Other Public Works: Inc-ludes Public
Utilities, Roadls, Cannunity Facilities

Total 1 1 1 2 2 2 2 3 3 3 2.5 22.5
ForeiLgn 0., 0.5 1.0

InLdemnitiLes and ResettLement
TOWs. 3 3 3 1 10.0
ForeiLgn I1 2.0

I. TOTAI, PUBLIC INVE1NENT
(a) kecludinmg interest during

constru~ction
Total. l:L.0 15.0 21.0 27.5 43.0 33.5 30.1L 27.2 24. 7 1.9.2 8.7 6.7 4s.7 4-7 4.0 281
ForeiLga 10. 7.0 6.0 12.5 22.0 15.0 14.1 13.1 10.8 6.3 2.3 1.3 1.3 1.3 123

Ineetdiring construction 6

ForeiLgn 13

Total 323
Fc,reiLgm 136
Domestic 187

IL PRIVALTE (OR PUBLIC) IlVES1B&DT
ReclaLmation 31.0 6.0 6.0 3.0 3.0 6.0 6.10 6.0 2.0 1.0 8.0 14.0 12.0 110.0 10.0 8.0 10b
Housing ____ 2.0 3.0 2.0 1.0 1.0 2.0 3.0 0. S 0.5 0.5 1.0 3.0 .5.0 5.0 3I.0 33
Totel. 3.- 90 3-0 - 3T X 1. T~fl l7

III.* GRAND) TOTAL INVESTiLENT
(a) Excluding interest during

construiction 1
(b) Including interest during con-

struction on public investment 6
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III. ESTA4A-t ED RESULTS FROM UT PROJECT

The benefits from the project will be derived from increased
agricul tu ral nroduction; from the production of electric power, from savings

in water transportation costs due to improved conditions for navigation, and

from saving ns in r o prevention measures and from avoidance of flood damage.

Income to the Government will be derived from increased land and export taxes,
sales of public lands, and sale of electriec- power.

There followTs an an-lysis nf these v2rious aspects - agriculture.

power, and navigation and flood control - folloiTed by an overall summary of

economic benefit from the project as a wholee

A. Aerreiultai"n1 Aspel-.ct of the Pronict

The principal justification of the Sadd el-Aali project is that it
will make possible a substantial and absolutely necessary increase in
agricutra output-.- cr to 4 h calcul-ationvs of the EgyntJin Government-

the project will (1) raise the irrigated area by 1.3 million feddans, or from
uhe present total of 6.15 million to 7.5 .i (9) perm-it the conversion
of about 670,000 feddans of basin-irrigated land to perennial irrigation, and

(3)) Iincrease y-ields bycj improsvinrg drain2ge and assurning a more regular sunnly

of water.

Agricultural Output and Population

For Egypt a considerable extension of the cultivated area is
imperative. Recent decades have witnessed a -growing pressure of population
in relation to the cropped area. The table below shows clearly that both the

total population and the agrarian population have increased much more rapidly
than the total cultivated or cropped area. In 1953, for instance, the
cropped area per head in the total population was only 0.42 feddans as

compared with 0.61 feddans in 1927.

Table No. 9

Population and Cultivated Areas

1927 1937 1947 1953

Index: Total population 100 112 13b 154
Index: Agrarian population 100 120 122 134

Index: Cultivated area 100 95 10 110
Index: Cropped area 100 97 106 108
Number of crops per unit 1.56 1.60 1.59 1.53

Cultivated area:
(a) in feddans per capita,

total population 0.39 0.33 0.33 0.28
(b) in feddans per capita,

agrarian population 0.90 0.77 0.76 0.70
Cropped area in feddans per

capita total population 0.61 0.52 o.48 0.42



That there was no corresponding decline in the standard of living
was due to the increase in income in other sectors of the economy, primarily
in industry. During the last few decades Egypt witnessed considerable
indulstrial development, Thus employment in manufacturing establishments iAn th
10 or more workers increased from 110,800 in 1927 to 243,100 in 195h. The
cotton and rayon textile industry has developed so rapidly that Egypt no

'onger has any net import requirements. The production of other consumer
necessities such as beverages, canned foodstuffs, vegetable oils and soap,
matches. paper and cardboard has also expanded rather rapidly, as has the out-

put of fertilizers, cement and glass. All these developments have made it
possible to maintain though not to raise the existing low-standard of con-

sumption per capita despite the growing populationo

Now that industries have expanded enough to cover all or a large
part of the countryts recuirements and the possibility of further substi-
tution of domestic manufactures for imports has at least been drsstically
limited, industrial growTth in the futuire is likely to be largely conditioned
by the development of additional purchasing power in the domestic market.
Egyptian industry wT"Thich still requires substantial protection against foreign

competition will certainly be unable to capture a large foreign marlcet for
some timre to come. The pr'ri'nrn determinant in its growth will be agri--

cultural output, for the agricultural sector not only contributed directly
about a third of the estimated national incone in 1953. but made possible
much of the income from trade and services and supplied a large part of the
raw materials processed in industry. Agricultural products. moreover.. account
for 95% of Egypt's exports.

Egypt therefore faces the prospect of a considerable decline in the
standard Orp -liLVing vunless agricultuWral" product_ion can be rap-inriepanded

This requirement is all the more urgent because the population is already
grovinrg at" an anrnu-al rate of 2.f and all signs point to a furither increase
rather than a decline in this rate.

The Project and Agricultural lields

While the primary effect of the Sadd el-Aali project will be to
expand tlhe cropped area, it -ill also raise yields. The existing damss on the
Nile can to some extent smooth out the seasonal fluctuations by storing some
of the fiood waters in the three-monthb period August-October, during which
about tu-o-thirds of the annual discharge of the Nile takes place, and
releasing this water during the months of low flow. It will thus make posSi-
ble (1) a controlled and even discharge of water for use in Egypt throughout
the year, and (2) a stabilization of the water supply from year to year.

As the result of the controlled discharge of the Nile, yields will
be improved by preventing shorta ges in irriga-tion water during some years
and, above all, by facilitating better drainage. An incidental effect -wi'"ll

also be the stabilization of the area planted to rice. At present the rice
area reflects sharply the fluctuation in the availability of water from year
to year. Each year the Government determines the rice acreage in the light
of water expected to be available. Thus in the last 15 years the area planted
to rice has varied from a low of 373,609 feddans in 1952 to a high of 785,724
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feddans in 191,7; the tntal paddy harvested has ranged from about 5150ooo
to 1,318,000 tons, and the highest yield has exceeded the lowest yield by
a-s .M.UnI as )01M;;

Improvred drainage will grenflv inflimuecn vieldis. Tn the last two
decades yields of most crops have shorn a tendency to decline (see Thble No.
10) A cor.bination factors - deptrienraMnn in the nrnlitv nf sPcF' and

varieties as well as poor drainage - has probably been responsible for this
trend, Poor drainage As certal4y an important fa cntnr n Aor-rnessn in ] y -

particularly in the northern part of the delta where the water table is very
high. Both the fluctuations in the water table and the rather higbh level of
the water table affectu yields adversely. During the flood season the water
4au±e rises J.314±&-y-,l to.- Ld 4p rcd -For auchdJ as cotton which

develops its root structure during the period of a falling water table, the
s-UbLUseqyuent riUse ir, ULI Wa Led. tevel ULrIhg thIC seasovnIL Ulethe cro i

maturing has a definitely harmful effect. Continuous irrigation over many
years has generally raised the water table, thJUs leadIng LU LAr-L

and the accumulation of salts in the surface soil by the evaporation of
wJater drawn up from the high water uauie.

Table No, 10

Index of Yields per Feddan

Period wneat Maize MYillet Rice Cotton Beans Sugar Cane Lentils Ohiok-
Lint peas

1935-39 100 100 100 100 100 100 100 100 100
1940-l4 83 77 87 83 10l 102 83 lO5 91
1945-49 82 84 83 102 102 99 91 95 91
1950-54 93 86 94 lO 95aj 91 98 91a/ 92a/
1953 98 88 9L 100 103 91 102 98 92
1954 109 88 83 119 n.a. 101 704 n.a. n.a 0

a/ 1950-53

Open drainage canals have provided only a partiat solution and are
impracticable in areas of established intensive cultivation where open drains
would cut too much into the available land. In the northern delta tile
drains have been installed in an attempt to cope with this problem, but this
requires an investment of LE 25 per feddan. Up to 1935., 15,000 feddans had
been provided with such drains. Further installations have now been deferred,
until an experimental program noia under way determines more exactly their
effect and the optimum depths and spacing of the drains. In the same area
experiments have also been launched with well drainage in the hope that such
wells will not only help to lower the water table but will supply suppler.
mental water for irrigation0

The virtually complete control over the flow of the Nile which
will be effected by the building of Sadd el-Aali will improve drainage con-
ditions by keeping the wvTater supply in the canals at a level which will be
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both uniform and substantially below those now obtaining in flood conditions.

This will tend both to stabilize and lower the und.erground water table.

Yields -will in general increase as a result of the lower and more
stable water table and the more even distribution of irrigation water

throughout the year. Howviever, the extent of increase cannot be accurately

assessed in the absence of adequate research data. It is a question of' the

adequacy of the average water supply not only in relation to the needs of

the plants but also of realcirements for leaching the soil. Less water

should be necessary for leaching because the lower water table will reduce

the upward movement of salts. However, water in excess of actual plant needs

may still be necessary to leach the surface soil. Consequently yields,

particularly over the longer term, will depend on the adequacy of water
supply in relation to requirements which are not definitely known. This
reinforces the need for a vigorous program of field research into water
requirements, drninage and other agronomic factors likely to affect crop

yields. Such experiments should be carried out under conditions which
would approximate as closely as possible those respecting water use, canal

water levels and drainage as would obtain after completion of Sadd el-Aali.

Apart from the major soil types of the existing irrigation areas, they should

also be undertaken on any new major soil types likely to be brouaht under
irrigation, even if special provision of water to the experimental areas is
necessarv be-fore nomnletion of maior works. The existing progrnm of rese.rch
should be considerably expanded to meet these needs.

In projecting, elsewhere in this report, the agricultural output
which is likely to be attained after the completion of Sadd el-Aali, we
have assumed a general improvement of yields in the future. We have not
found it pTossibole, hon..pr. to distlfnguiJsh hetwheen the effects of the

project as discussed above and other factors which should improve yields in
tUhe future. Admittedly, the yields arnrchi -inr Egypt are alreadr among the
highest in the world thlanks to intensive cultivation, substantial use of
fertvilizer 1/ and crop rotntions which cont,ribute eDfefe tivelv to the mainte-
nance of high levels of fertility. Nevertheless, further improvement can
reasonably be expected7 The present Government alreadyv hns under T.ay a

3-year program, begun in 1953-54, for the propagation and distribution of
greatly improved wheat, hybrid corn, rice and cotton seeds The results of
this program are promising. A considerable increase in tne use of ferti-
lizer, -hich should become profitable with lower fert ilizer pri ces in the
future, should also help to raise yields substantially. For example, it is

likely that a second dressing of 20 kg. ni trogen per feddan on wheat would
increase output by about 20%. Similarly, rice yields may well improvre with
larger applications of phosphate. Finally, the establishmrent of a well-
staffed extension service would help to disseminate knowledge of the best
agricultural technirques. Since 1g53 t1he MInistrY of' Agricultu_-e has been
seeking to establish an extension service quite independent of the existing

In the &-year period '950-53 the average use of fertilizer on all crops
except berseem or Egyptian clover was 109 kg. per feddan (260 kg. per
hectare). In 1953 Egypt used 654,630 tons of nitrogen fertilizer
(117J822 tons N content) and 77,756 tons on single superphosphate.
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field services which are primarily engaged in the encorcement of cropping
regulations and the dissemination of certified seeds.

Considering all these possibilities, we believe it is reasonable
to expect the following inoreases in yields over the next two decades (in
kg. per feddan):

Table No. 11

Recent Projected
Average a/ for 1975

Wheat 914 A

Barley 971
Rice (white) 1,125 1,4L0
Maize 920 1,200
Mille~t 1,07 1,250

Cotton 233 250

Peanuts 776 800
Sesame nn3

Sugar Cane 2,380 2,600
OnUions 6,35U0 6-U

Fresh vegetables 62750 7,400
Tomatoes 6,320 7,000
Potatoes 6,700 7,000
Oranges 7,070 8,500
Grapes 4,900 5,000
Other orchard fruit 6,200 7;000

a/ In some cases 1952 and 1953; in others, 1953 and 1954.

Extension of the Cropn:ed Area

The extension of the cropped area, however, will be the principal
result of Sadd el-Aali. A small nart of this increase will come from the
conversion to perennial irrigation of the 670,000 feddans of basin-irrigated
land, still remaining in Upper and Middle Egypt. This land, which is
divided into empoldered. "basins", is flooded for three months during the
period of high water. After the water recedes crops are planted and mature
on the water accumulated in the soil. The principal crops are wheat, lentils,
fenugreek, chickpeas, beans and sesame. Only one crop is grown annually,
although here and there a second crop may be cultivated with the help of
water from shallow wells. The cropping intensity - i.e. the proportion of
cropped to cultivated area - is therefore only 105 as compared with 153
(in 1953) for Egypt as a whole. Under present conditions it is impossible
to install a system of continuous or perennial irrigation on this land
because the basin lands provide a measure of necessary flood control and
there is simply not enough water for irrigation during three-quarters of the



year. By permitting the controlled discharge of the annual flow of the Nile
throughout the year, Sadd el-Aali wqill make possible perennial irrig-ation of

these basin lands. The amount of wTater required annually by these lands
will not increase, but it will simply be distributed evenly over the whole
year. Cropping throughout the year wiell thus become possible raising the
cropping intensity to the level elsewhere in Egypt and permitting more
diversificationO

The greater part of the increase in the cropped area will, of
course, come from the irrigation of new land; and it is therefore necessary
to examine how large an exDansion of uhe irrigated area can be brought
about by Sadd el-Aali.

1. Se'lection of Areas for Irrigation

The Egyptian authorities believe that the additional water that
ill be availrable to Egypt after the construction of Sadd el-Aali will

irrigate 1.3 million feddans of new land. Up to the present the Government
has only very rough.1ly blocked out the areas that right he newly irrigated.
Ihese, together with the amount of water estimated to be required annually
tuo Jirrigat-e -1Uhm,, are set forth in the f0ll^ Ki-g tab'e:-

9Able No. 12

Areas Proposed by the Egyptian Govern-ent for Irrigatlon
and their Water Requirements

Annual Water Requirements

Location Area in Feddans 1T3 per FeddIan (billion M3)

Upper Egypt (1) 175,000 (general crop
rotaLion) 9,000 1.6

(2) 75,000 (sugar cane
rotatIon) 12,000 0%9

Middle Egypt 150,000 8,000 152

Lower Egypt
Delta (1) 150,000 (cotton rotation) 7,500 1.1

(2) 150,000 (rice rotation) 8,000 1.2
Western Desert 400,000 12,000 L.8

Eastern Desert 200,000 12,000 u.C

Iotal 1,300,000 lo1,00 13.1

Half of these areas would be irrigated by free flow (gravity) and the other
half by lift (pumping>. It should be noted that these areas would require

about 13.1 milliard m-' of water and that the Egyptians hope to use another

0.6 milliard to expand vegetable and citrus cultivation on about 200,000
fedlans.

The Egyptian authorities recognize that a final determination of
the size and location of the areas to be irrigated can only be made after



considerably more data are collected on the soils of the potentially irri-
gable areas. O-ver the next fewv years the Egyptian Government will have to
carry out a study leading to the final selection of areas to be irrigated
in the lighG of' (1) the c-omparative fertility ol soils in various are-as

(2) the comparative quantity of water required by different soils, (3) the
types of crops that could be grown in various areas, and -their comparative
marketability, and (b) relative costs of development and provision of water0

A program of this kind, w'nich would seek to acnieve irrigation and cropping
schemes that would ensure an optimum economic yield for the water made
available by Sadd el-Aaii, entails soil classification, research into cropping

patterns and marketing studies.

Ihe broad phase soil survey, based on aerial photography and soil
sampling, is well under way and shouid be completed rapidly once tne aerial
photographic laboratory, now under construction, is available. This survey
will provide the broad soil classification which will enable certain areas
to be eliminated and selection of the more promising areas for detailed soil
survey. The detailed survey will give a preliminary indication of the
relative fertility and water requirements of the various soil types. Once
the most promising soil types have been determined research centers should
be, as previously discussed, established on each. Only field research can
give reliable answers to the many agronomic questions which are essential
before final selection of t.he newi areas. The market studies should concen-
trate particu'larly on potential export crops which could be developed on new
lands. The Egyptinn authorities, in cooperation with ICA technicians,
propose to work out a full program of soil survey and research early in 1956.
The program would presumably be submitted to the Bank for consideration.

2. Water Pequirements

he most important consideration governing the selection of areas
for irrigation will be the amount of water reouired. Irrespective of the
amount of additional water assured to Egypt by an eventual agreement with
the Sudan, it will be vital to use this water for as large ar. extension of
the irrigated area as possible.

The areas tentatively selected by the Egyptian authorities seem
by comparison with the present average use of water per feddan to require an
excessive amount of water. They appear to include far too much desert land.
Ihe tentative progr?am, as given above, woiuld reclaim, fcr example, I[0, 000
feddans of desert land in the newly created Liberation Province and 200,000
feddans of eastern desert along the Ismailia canal and in the Sinai peninsula.
If this much desert land is irrignted in Lower Egypt, together with the land
in Middle and Upper Egypt, it is likely to require far more water than will
be available. Moreover, much of the desert land is poor and is likely to
attain the yields now achieved on cultivated land only after many years of
carefully planned cropping. In the Liberation Province, where a reclamation
project has been carried on during the last two years, the present use of
w-ter averages about 20,000 m3 per feddan annually and is not expected to be
below 15,000 m3 in the future. On the other hand, in the Lake Mariut region
of the Delta,, w7here the so-called Ahis reclamation project is being carried

out, the annual use of water during the first three years when salt must be
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leached from the soil amounts to about 16,000-1e,000 m3 per feddan, but is
expected to be reduced progressively to 9,000 m3 anrdI upon completion of

reclamation, to probably no more than 7,000 m3.

Data from various sources indicate that at the moment about 8,000 m3

of water (measured at Aswan) is used on the averaFe for irrigation of one
feddan of land. Tlere is an element of doubt in all calculations. Further-
more, the amount of water used during the flood season (August-October
inclusive), when much water runs to the sea, can only be estimated. Accord-
ing to the National Production Council, actual average releases of water at
Aswan during the periods February-July and November-December of 1950-53
amounted to 5,100 min per feddan and the estimated use of flood water was
2,700 m3 or a total of 7,800 m3 per year. ,Hurst has calculated the irri-.
gation duty, measured at Aswan, at 7,370 m-' per feddin in Lower Egypt and
8,390 m3 in Upper Egypt, or at an averape of 7,750 m3 for Egypt as a whole.
Information gathered by the Bank Mission on water use in various parts of
Egypt indicates that the amount of water used on the present cultivated area
of 6.15 million feddans is in the neighborhood of h9.2 milliard m) or an
average of 8,080 m3 per feddan as measured at Aswan. Since, however, this
estimate is based on uncontrolled use of water during the flood period, it
probably overestimates the use wThich would take place under fully controlled
use. It is therefore reasonable to accept the amount of water required for
the existing area at 6.15 million x 7,750 m3 or 47.6 milliardsO

How much land could be irrigated with an additional supply of
water depends both on the location and type of land and on the types of
crops to be arown. Accordina to the excerience on state agricultural farms
in the Middle Delta, a three-year crop rotation incorporating one crop of
rice requires an annual amount of water. measured at Aswan. of about 8,760 m3

per feddan, Twhile the same crop rotation substituting maize for rice requires
only about 7,560 O3 . In M4iddle Egvot a three-vear croo rotation s7ystem,
with maize. calls for about 8,000 m3 per feddan annually. Sugar cane and
orchards tske far more water than the nnrmnal rntstinns including summer and
winter crops. In Upper Egypt experience indicates that a four-year sugar
cane rotation (3 years cnne and 1 year other ernno) requires bhtween 12;000
and 15,000 mn3 per feddan annually. Citrus growm in the Delta apparently
needs only _6no_-6.);oo m3 of water per fpeddan; but when cu1lt-ivat-ed in Middle
and Upper Egypt, w4here the climate is hotter and the soil different, takes
respctni+erlyr Q9n000 n3 andl 12 nnn in3 Tkhac requ,irents,7 when measured at

Aswan, total respectively about 6,600-7,700, 10,350 and 12,600 m3 .

In the light of these considerations it should be possible to
select for irriga tion areas Thic h wuTld require on the averas e not much more
water than those already being cultivated in Egypt. For instance, it appears
feasible to increase substantially the amount of land to be reclaimed and
irrigated in the delta at the expense of desert land slated for reclamation.
In the nortliern3 delt-a consilderab-le l.1and is still availla'ble for reclamation,
and the cost of reclaiming it does not appear higher tlaan that for desert
l l U LLL A -LU -L .1an-. le advantage of' reclaiming such areas as compared -v,,it retai,-ni;ng them,
for fishing will, of course, have to be considered. IMJhile a final selection
of areas rmust await the carefu' in-vesti,g-atlon outlined above, -we can ass-

for the purpose of calculating the benefits of the project, that a much



hmneavier is-ill lip givien to. reclamationf nnrd irrationt.inn in thbp deplta

and that the distribution of the areas ultimately chosen will not be far
diffrent. from those given in zn h13

Table Nov 13

A reas to~ be. Tv'ri a'- ed -t. '^a+r P.equni rements,+

(feddans) 7Killiard m3)

Lower Delta 700,000
TTvrUr-^ R-+ o n nn.C

Middle Egypt 15C,000 1.2
Duesert, Laend inTLower 'gypt 200,0C0- 2.

.1. taL dL 1,3)U0000 iiL4

U.Lowan e'_' LUr _ L II, 1-1 S ± o us

and vegetable cultivation o.6

Total Water Reouirements 12.0

It should be noted that a program of tnis general distribution
would involve the use of an annual average of only 8,770 m3 of water per
feddan, as compared with the 10,000 m- assumed in the program tentatively
blocked out by the Eeyptian authorities. The total amount of water required
would be about 12 milliard m3 which would theoretically leave for the Sudan
only 6.7 milliard m3 out of the total additional annual supply of 18.7
milliards as measured at Aswan. However, this 6.7 milliards would amount to
about 8 milliards when measured at the probable withdrawal point in the Sudan.
Moreover, not all of the 12 milliard mv required for the above program would
need to come out of the additional 18.7 milliards maCe available by Sadd el-
Aali. After the High Dam is finished Egypt wTill presumably be able to dis-
pense with the use of the Gebel Aulia reservoir ,.There 2 milliard m3 of water
is lost annually at present. Economies in existing use would probably make
an additional supply of 1.6 milliards available (see page 41). In addition
it is possible that further economies can be effected in the use of irri-
gation water. It is often contended that too much water is generally used
for irrigation in Egypt and that accordingly a larger area could be irri-
gated if more efficient weater usage could be introduced. It is highly
desirable to determine the possibility of effecting such economies by under-
taking experiments in various areas for the determination of the optimum
irrigation duty taking into account not cnly the water required by the plant
itself but also tlhat needed to keep the soil free from accumulated salt by
leaching.

Projected Increase in Agricultural Production and Income

For the purpose of calculating the economic benefits of Sadd
el-Aali we have therefore assumed that it will be possible to irrigate an
additional 1.3 million feddans as the direct and indirect consecuence of the
construction of the High Dam. In addition it is quite probable that in the
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nex t de UcUdeUs l-,OOO feddans cani be UtIrlAgaLd wi undtergrournd wa Lel.
TIhus the total cultivated area would probably increase from 6,15o,ooo feddans
in f9v3 to 7,600,000 feddans after Sadd el-Aali and tall the attendant iand
reclamation are finished. Qwing to the conversion or basin-irrigated 'ands
to perenMial irrigation, the total cropped area would increase more than
proportionately - from 9,366,000 feddans in 1953 to about 12,750,000 feddans.
Ihe o-verall cropping intensity would rise fromr i53 to 168Q

Tne Egyptian Government has made no attempt to project in detail
the ad-ditional agricultural output which would result from Sadd el-Aali. The
Bank Mission tnerefore had to make its o-m estimates on the basis of the most
reasonable assumption regarding the areas likely to be irrigated and of the
cropping patterns which, judging from past experience, will be feasible in
these areas. Additional detailed studies may well result in a stil-l better
selection of land and cropping patterns than these assumed here, but any final
calculation is unlikely -to show a less favorable impact on agricultural out-
put and income than is set forth in Thble 14.

lhis table projects the cropping pattern that may emerge after
Sadd el-Aali is completed, which for the purpose of estimating is assumed as
1975, and estimates what tne total agricultural income might be as compared
with l953. ]he projection is based on the assumption that the irrigation
and reclamation program tentatively outlined by the Egyptian authorities will
be revised as indicated above. The cropping pattern suggested for the future
is not radically different from that now: prevailing. In fact, there cannot
be drastic shifts from one crop to another. A choice cannot for the most
part be made between individual crops, but rather between crop rotation
schemes. Certain crop rotations have become well established in Egypt, and
long experience has shown them to be well adapted for the maintenance of soil
fertility. Except in the basin lands and in areas devoted more or less
continuously to vegetables, sugar cane and orch1ard crops, a three-year crop
rotation is the common practice. In the lower and middle Delta, for instance,
the principal rotation schemes are: (1) cotton (February-September)) -wheat,
or barley, or beans (October-lNlay), maize (July-December), berseem (December-
April), and rice (May-November); or (2) cotton (February-September), berseem
(October-April), maize (June-October), wheat or other winter crop (November-
M4ay) and berseem (October-January). In the same area a two-year cropping
system including cotton, beans or barlevy rice and berseem, is often used on
salty lands. In the Upper Delta gene.ally similar rotation scnemes are
practised, though often with more emphasis in the inclusion of winter and
summer vegetables. In Yiddle and Upper Egypt millet often takes the place of
maize in the rotation and more barley is Frown in relation to wheat. In the
Aswan province of Upper Egypt little cotton is cultivated. In the cane grow-
ing areas. nrimarilv in Upner Eovnt. siugar cane occupies the land for three-
year periods alternating with a year of other crops combined sometimes with

Within the limits set hy the need ton maintain these genernllv
desirable cropping systems, the projection of agricultural output set forth
ir. Table No. l) I ivesL a somewhat reater emphasis to certain crops. In the
field of cereals, for example, provision has been made for a more than
nY^n^Yor;^tiont incre^aU^e ;n +h^ r; r^-Mn +h^' 00n11V1rq +,n.hn T^rntMPr T.ril1 'ht
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PFSI jOFICRPED IRER. AGRICULTURAL I1NCC U ILN-JIGPT
klee*Led Z

_ __1953, _ _ _ 15>75 _ __ ~~~~~~~~~~~Valizationl of IDattc
Gross Farm oss Fa3m (i per ton,

Area,P~rcductLon Value Area ProductatioL au;
(eNd-danW ) TonoOti ODOOt) rY3i r.000RIT' (To--dnWis -jT--0-0-0-). (AN1

lWheat 1,790 1,5,47 42,216 1,945 2,139 59,892 28.00 1/ ;28.00
Barley 116 133 2,373 100 105 2,4 15 23.00 23.00
Wise 2,015 1,8:53 36,398 2,3I5 2,862 56,209 19.64 :L9.64Millet 486 5482 10,476 5,50 688 12,384 18.00 18.00Rice 423 435 ./ 13,920 900 1,295 -g/ 33,670 32.00 / 26.00.I ~Beas 299 239 7,322 490 392 33,740 35.05 35.05
lentils 4

. bakpsao 76 40 2,E00 145 84 5p880 70.00 ,70.00Femngreek 53 33 1,1146 70 45 1,563 34.75 34.75
Pbants 31 24 1,050 lX)0 s0 3,200 43.t75 440.00sea... 39 L3.5 20 158 25 1p520 60.79 60.79

--Sugar-dane 104 238S 7,140 175 455 13,650 (30.8O0 ( / 0.00-Beet :30 66 ( 2 (R(nirs L 37 Z20 4,136 66 450 8E,460 18.0 18.80
Fresh vetatibles 179 1,2832 1L,793 Z49 1,845 1]6,789 9.10 9.10Tomatoes 84 439 4,734 128 896 8,691 10.78 9.70Pbtatoes 27 137 2s570 79 553 6,598 13.74 13.74
Orarge, 26 227 2,72 75 638 9,493 14.88 14.88Grapes 19 94* 2,291 40 200 4,874 24.317 24.37Other fruit 49 304 6,9LI 70 490 11,138 22.73 22.73
Cotton 1,,324 9L9 L/ 85,916 2,035 1,492 t/ 119,360 93.49 MO.0
Bers 2,132 .. 41,912 3,0p0 62,030
Meat & dairy

produclW 52,428 84/, 760
FouLtry 10,929 15,,300
Fish 7,000 5,0000
Other arow 47 _ 1.019 500
TOAL 9,366 360,032 l2,750 552,,116
Cost of P?roduction ^!450562 00 I

255,5992 390116
q/ Pricecs per ton include valuations for by-producto sruch so chaff, bran, straw, stalks, seeds, etC.
E/ Corrected for cvervaluation due to hilgh domestic price support of wheat. The prioe used in, the EBptian officialestimaLte of national income for 1L953 vas 13 36.45 per ton.
g/ Milled rioe.
4/ Price of IS 25.33 used il Egyptian 19,53 niLtrona1 income calculation increased to IE 32 - to aflow for undervaluatiLon.C Gorrected for overvaluation due to high domestic prioe support of cane sugar. The price used in the Egpatiasn

official estimeLte Of national income for 1953 was 13 37.80.
t/ Seed cotton eqtdvalent to 318,000 and 508,750 of lint cottorn in 1953 and 1975 respectively.
g/ Increase more than proportionate to the rise in cropped areaL owing to disproportionately large i,xpaLrsion of cropswith high cost of production and allo-wance for greaLter use of fertilizers (latter offset, howvevr, bty anticipateddeclinie in price).



available to raise and stabilize rice output and that this crop can make an
important contribution to Egypt's exports. In sugar there is the possibility
of making Egypt virtually self-sufficient botl by expanding the area in cane
and by growing sugar beets which ex-:eriments carried on during thne last few
years have shown to be surprisingly well adapted to conditions in certain
parts of Lower Egypt. The cultivation of considerably more potatoes and
tomatoes has been stressed in the expectation tnat Egypt should be able in
thre long zrun to establish a market for these products in southern and westen
Europe, particularly because the potato crop matures very early and tomatoes
can be grown the year-around.' Considerable expansion has also been envisaged
for oranges and grapes which are already being grown with conspicuous success
and wlich might well be marketable abroad in the long run, particularly if
they are processed in some form. Finally, it is anticipated thlat the area
in peanuts can increase substantially because this crop is well suited to
certain desert areas likely to be irrigated and should find a market abroad.

The changes envisaged in the pattern of producticn are slight and
would not be difficult to bring about, particularly since they are a con-
tinuntion of trends already discernible in the nast0 The cultivation of
tomatoes and potatoes, for example, has been rising markedly. Even with the
contemplated further use in outpout. it is not expected that by about 1975
they will occupy more th-an 1.62% of the total cropped area as compared with
1.08°%, in 1953 whe area in fruit has expanded from an average of 63,588
feddans in 1935-39 to 96,000 in 1953, or by a little over 50%. An additional
increase by about 90,% oVer +he next tTTwo decades is not an inreasonable
expectation, and even at the end of this period orchards would only account

for .}|5 of he cropped area. -h prdcto -- peanuts_ has also -_e

rising, and peanuts should prove to be a partic-ularly suitable and remuner-
ative crop on new'y irrigated desert land. Thae area in rice has been
restricted only because of the water supply. Once more water is available,
Utlere will be ample incentive to raise thae production of rice; and the
Government is well eouipped to pro-vide the necessary seed.

Table 14 also shows the total gross and net value of the agri-
culturai output that may event-uall'-y be attained as comnpared with those in
1953. The prices used in calculating the value of future output are generally
the same as those in 1953. IIf -ese prices decline or rise, farm income will,
of course, be affected, but to the extent that products are consumed in the
domestic market there will be offsetting effects on tne real income of
consumers. For products like rice and cotton which are to a considerable
extent sold abroad, possible price changes in the world market nave been
taken into account. For cotton, it has also been assumed that the expansion
in area wouid be almost wnholly confined to the relativeely short-staple, lowler-
oriced Ashmolni variety rather than the long-staple, high-priced Karnak. For
Karnak, there is a limited and rather Inelastic demand, while Ashmouni can
be readily sold in competition with the still shorter staple American cotton
provided the premium now prevailing is reduced.

According to the projection, the gross value of agricultural out-
put would rise from LE 360 million to UE 552 million or by about 53%, whereas
the net value would increase from !E 256 to 1E 390 million or by 52%. The

increase in the net value is slightly smaller because of the assumed shift



to certain crops such as orchard crops whaich cost rela -uvely m1ore to produce.
The total rise in the net value - IE 313) million - cannot be fully attribut-
able to the effect of Sard el-Aali ione. Perhaps up to 15, minht be due Lo

other measures to raise yields and to Well irrigation, leaving a net of about
SE 114 mlll on attrlbutable to Sadd el-Aali.

Thi s net amolnt has been calculated by deducting all production
costs such as fertilizers, seeds, etc., other tnan labor0 For the purpose
of determining the cost to the economy of producing the agricultural products
it was not considered appropriate to include labor costs, both the imputed
value of the farmers' own labor or actual wages of hired labor. TWith the
rapid growth in the population, Egypt will continue to have a large supply
of redundant labor. It should therefore be possible to till the new lands
without any adverse effect on the production of goods and services in the
non-agricultural sectors of the economy.

A further sma'll contribution to agricultural income mi[-ht come from
the gently sloping land around the borders of the Sadd el-Aali reservoir
which would become available for cne-crop cultivation when the water is drawn
down every year. Perhaps 200,000-300,000 feddans m-ight be so cultivated to
a catch crop like vegetables or berseem. If one -takes the lower limit of
this area and estimates the net value of the crops conservatively at LE 10
Fer feddan, the additional benefit would be LE 2. million per year, raising
the total to LE 116 million.

From this amount it is necessary still to deduct the cost to the
C-overnment of operating and maintaining the neT Jirrigation and drainage nEt-
work. If the annual cost of maintenance and depreciation is put at 0.5% of
of the total investment in irrigation and drninage works (ca. LE 60 million)
and 5O of the pumping stations, the total would be BE 1.46 million. To this
should be added the cost of operating the pumps, which might raise the total
to around LE 4 million a vear. The total net benefit would 'then be somewhere
about BE 112 million annually.

The full effect of the project on agricultural output and income
will not be felt before five or ten Tears after completion of the dam. Ihe

dam itself, togetlher with major irrigstion and drainage works, will take a
minimum of ten yenrs to build. The reclamation of land involves, among other
things, a special cropping regime over a period of up to five years to bring
the new land up to the average standard of yield now prevailing in Egypt.
In addition, roads will have to be built, utilities installed and housing
and public buildings constricted. Altogether. therefore, even if construction
work is begun promptly, 15 to 20 years will pass before the full fruits of
the project are realized, This does not mean that there will be no benefits
in the meantime. Cropping can begin as part of the land reclamation process
as soon as the dam is completed and water is stored after the first flood
season, although yields on the new land will be low in the initial years.
oreover, after the compleMtion of the cofferdam Twhich will take only five

years, an additional controlled supply of water of 3 milliard m3 annually
W-wll become avala-ble. b This ai-lonal water will -_ used f- - e conversion
of the 670,000 fedlans of basin-irrigated land to perennial irrigation.
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wnile the total annual water requirements of t,hls land wl1l not be greater
after its conversion to perennial irrigation, it will impose new demands on
the supply during the liow water season of January to July-. Tle supply in

this season will remain critical until the whole of the annual flow of the
Nile is effectively controlled upon the completion of the High Dam, tvhereby

eliminating differences of supply that now obtain as between the flood
period and the low-water period. It is expected that the additional water

during the critical period required after the conversion of the basin-

irrigated land will be almost 5,000 m.3 per feddan. The increase in the supply

available during this period by the cofferdam will therefore be entirely
absorbed by the conversion of the basin-irrigated land.

It has already been mentioned that, according to some Egyptian

authorities, it may be possible to raise the storage level behind the coffer-

dam sufficiently to make another 3 milliards m
3 available one year after the

cofferdam is completed. If further investigation substantiates this claim,

the more immediate benefits of the project will be greatly increased. TIis

will be especially advantageous because the Egyptian Government expects to

complete by the middle of 1956 major irrigation and drainage facilities for

300,000 feddans. At present the water for this area (shown in Table 15)

can be found only if wells are installed or if other irrigated areas are

deprived of some water.

Table Yo. 15

Areas for wihich Irrigation VWorks are Scheduled
for Completion by Mid-1956

Lower Egypt
North Delta Area 105,000 feddans
Nubarieh Canal 80,000 "
Tahrir (Liberation) Province 24,000
Abis Area (Egpyptian-American

Rural Improvement Service) 25,000 "
Sub-Total 234,000 "

Upper Egypt
Abnub Basin Conversion 31,000 feddans
Fayum-Kom Oshim 13,000 "

Sub-Total Lt0000 t

Desert Land 21,000 "

Thtal 299,000 feddans

If a further 3 milliard m3 becomes available$ it would be possible to irrigate
this entire new area w^ithout decreasing tihe suppilv to existing irrigated areas

and still leave some water for the stabilization of the fluctuating area now

devoted to rice cu,ltiivattion in the delta,
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. 1Tnilrect E~enefl tUs

TMe irIe-asu ir, a.icultural income will entail important anc-ilary
benefits for the economy as a whole. As already indicated, agricultural
income is likely in the future to be the most important determinant in the
development of total national income and particularly of income in the com-
mercial, industrial and financial sectors of the economy. hle economic
report points out that for various reasons non-agricultural income may rise
somewhat more rapidly than agriculturl income. By the time the benefits
of Sadd el-Aali are fully realized to-tal national income may have risen by
around 55%0 to 607%. This increase will probably approximate the growth in the
population which will meanwhile have taken place. However, the benefits
flo,wing from Sadd el-Aali will undoubtedly provide a further fillip to the
development of Egyptian industry which in the intervening period will have
increased its efficiency and broadened its activities. IvIoreover, there is
some prospect that the decline in the mortality rate which has been and is
taking place will in the long run be followed by a decline in the birth rate,
thus diminishing the current high rate of population growth.

Projected Balance of Tra6e in Agricultural Products

It is interesting to examine also how the expected development of
agricultural output and national income is likely to affect Egypt's balance
of trade in agricultural products. The exact impact is difficult to forecast,
if only because the effect of possible changes in per capita income on the
consumption of various products cannot be accurately predicted. If per
capita incomes will still be below present levels, for instance, the per
capita consumption of such food staples as cereals and beans is less likely
to drop than, say, the consumption of livestock products. The table below
indicates the possible balance of trade in the year 1975 if per capita
consumption ranpes between 90% and 100% of that in recent years. It shows
that Egypt wouAld have a substantially larger deficit in wheat, but a con-
siderably bigger export surplus in rice than in the period 1948-52. Cotton
exports could be about 50% greater and there would also be a larger surplus
of onions which is Epflyp,t's second or third ranking export. Egypt would be
enabled to export substantial quantities of tomatoes, potatoes, citrus and
grapes. although if prices decline with the considerable expansion in output,
which might well happen, domestic consumption might rise and the surpluses
indicated by the table might prove to be much smaller.
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Table No, 16

Foreign Trade Balance in Ag,ricultural Products

(Net inpcrt -; Net &xport +; in '000 tons)

1948-52 1975
Cereals other than- -rice

Wheat - 728.9) - 1,378 to - 2,222
Barle _ 3r6)
Mlaize and millet - 89.5)

Rice (white) + 178.5 + 460 to + 527
Cotton + 2ITh4 + 383 to + 396
Beans - 10.0 - 35 to - 94
Lentils and chickpeas - 2.0 0to+ 8
Fenugreek - 10 to - 16
Pean.uts (*n shell) - + ),6 to + 49
Sesame - 1.5 0 to + 2
Onions + i)A + 13l to + 162

Tomatoes + 66 to + 139
Potatoes = + 182 +o + 219
Oranges - 2.4 + 188 to + 232

Grapes _ 1.0 + O to + 

Inceanuives for Pinvate - d Rec__,.mtiwn

llie r-ealizi.Lon oL the agriul prdcto e.iae ultmately

following the completion of Sadd el-Aali will depend not only on govermaent
irltitla-ve ar,d -Inves'r,ent but als on prvL eneprs ar, inVet.et .S

government will have to provide for the constructiori of the dam and power
facilities, the major irriation and irrigation a together -ith 

pumping stations, and such roads, public utilities and public buildings as
are required 1'or settU'lemients on newl ly i land0 auu t<a1u. HolweV VeI te act tual

reclamation of -the land and building of housing for settlers can and should be
left predornLinant ly to private enterprise aiu capital. To LAs, the gove.,n-
ment is now carrying out certain reclamation projects, involving also the
construction of model villages, in the LOuerr Delta and the Liberation Provin,ce.
Some elements in the. present governrment undoubtedly like to see the government
carry on LhiS work on a largie Z;dtL Uon the ground thatu thiso i Xs thev onl wva

to ensure a significant improvement in the standard of life in the rural areas.
Others, who appear rnore influeniala, recognize that as large a role as possible

should. be given to private capital and enterprise and accordingly want the new
land to be turned over to private companies for reclamation- an,d subsequent
resale. For a number of reasons this course appears much sounder. First of
all, the government is liely to find it aiTiicu±tT enougn to raise by taxatlon
and borrowing the funds for necessary works which cannot by their very nature
be financed or undertaken by private enterprise. On the other hand, experience
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in Egypt indicates that private capital is rather readily forthcoming
whenever adequate profit opportunities are offered. Land reclamation
is one of these tasks which has in the past been successfully undertaken
by private companies. Secondly, the reclamation and settlement of
1.3 million feddans may well be too large an undertaking for the govern-
ment. Finally - and this is perhaps most important - reclamation and
settlement undertaken by the government is likely to be much more costly.
The experience with the Abis project in the lower Delta and with the
Liberation Province project indicates thAt the government would probably
build villages on a standard considerably higher -than that which Egypt
can afford on a large scale. The investment in housing, for example,
would probably be double the amount - BE 32.5 million - included in the
cost estimate given earlier in this report.

The terms on which companies would be permitted to acquire land
for reclamation and to resell it will be of vital importance. Unless -the
terms provide an adequate profit incentive, private companies will be
unwilling to undertake the work essential to bring the land into cultiv-
ation. The Government has decided that the land holdings of such companies
will not be subject to the limnitations of the aararian reform law; and, as
a speclal encouragement, land development Companies have been included,
under existing legislation) among those entitled to certain tax concessions.
It has also stipulated that such companies will have to sell the reclaimed
land within 25 years from acquisition (or the date on which w)ter becomes
available) and subject to conditions ensuring that not too many large
holdings will be created and that the limitations of the agrarian reforn
la-w are respected. Beyond this, however, the terms of purchase and resale
have apparently not been determined; and particularly the question -whetheror not there shall be restrictions on the resale price of the land after
reclamation is still under discussion. These questions will have to be
settled in a manner which wi11 en,sure that the pri-vate investment nec-
essary to realize the full economic benefits of the project will be forth-
coming .

The creation of conditions which would provide adequate incentives
for investment in land reclamation by private companies is hardly likely
to raise the price of reclaimed land so much that small cultivvators would
not be interested in acquiring it. Because of the continued population
pressure on the land the peasants will undoubtedly be willing to pay
extraordinaril7r high prices in order to appease their "land hunger". If
companies seek to exploit this land hunger by setting unjustifiably high
prices, the government may have to intervene by establishing, through
legislation, equitable policies governing land sales.
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B. m ecric oe Asnpects or the P-rne~Ct

At present, electric power is generated in Eg-yt by about 50
public and private agencies, with individual stations ranging from] 100 kw
in the srnaller diesel plants to a _maxmru of 100,000 Nw in the new Cairo
North thermal power station owned by the Cairo Electricity and Gas
Administratio-n. T'he totall -nst-alled capac44ty in r19,41 wtas approximatelyL~'UC~- .LL1~ CLL ~pc .L UJ LL4 - ±uA -iJIidUe± ~y
500,000 kw, and in that year the peak load was about 272,000 kw and the
total energy generated was 1,30 rion 21 h.

Lil -i.~~I X1V_Ue

MIhe RepUbJlc of y EQ rJIip Owns near'y all Uhe p-bul±Ic -eutlity powJer
stations and transmission systems with the exception of the Cairo Choubrah
power station (which supplies abo-ut £40P of' the power in the Cairo area)
and the Alexandria Karmouz power station (which supplies about 70% of the
power in the Alexcndria area). These two stations are owned and operated
by the Societe Egyptienne d'Electricite and the Lebon Co. respectively.
Taken together these non-government-owmed utilities contribute about 57-
of the energy generation in Egypt. The remaining 43% of power generation
is produced byr the 'Hinistry of PUbDlic Works, the Egyptian Republic Railways,
and by miscellaneous private industrial companies for utilization in their
ow-n factories.

Available power after completion of the project

For the purpose of assessing the power requirements to be met from
the project, it was necessary to relate the new power potentialities to
growth in demand in Egypt and to the adequacy and economy of service from
existing facilities. Since neither of these elements is static a date of
completion of the power facilities had to be assumed. Consequently, for the
purpose of calculations in this report, power from Sadd el-Aali was assumed
to become available January 1, 1965.

Prior to 1965, new thermal capacity is scheduled to be completed
at the Cairo North, El Tabbin and Cairo South stations totalling 285,000 kcw.
By about 1960 the Aswan power station with capacity of 360,000 In should be
completed also. Completion of the first stage of the Sadd el-Aali power
station will add another 720,000 kni. Assuming that no private industrial
generating plants are built in the meantime, the addition of all these
plants will bring the total installed capacity in Egypt to approximately
1,900, 000 kw.

In assessing the portion of this capacity which could be considered
to be effective it has been assumed that 10% of the present plants will be
out of service or in reserve. The Aswan station will be affected by the
reservoir levels both belore and after completion of the cofferdami and the
high dam and its effective capacity will vary according to water avail-
ability. Also it is prudent to consider that one of the Sadd el-Aali units
could be out of service at any time. The effective capacity, in relation
to the above installed capacity, after completion of Sadd el-Aali, will,
therefore, be as follows:
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Thb1l Yir% 17

rToaIl rTlet-I .ncrh ro oi +-tr ln Eavnt. at. GomnnTleti on of Project

Inls I tall Effective
Capacity Capacity

lile tota-l ofL aIll As+, pa+

prior to 1955 500,000 450,000
Iiie new Cairo NiorthU % i1. Tacpln and

Cairo South units 285,000 210,000
Aswan Power 360,000 200,000

Sadd el-Aali 720,000 630,000

Totals 1,865,000 1,190,000

Effect of Sadd el-Aali on Aswan Power

LTe hydraulic conditions now e.-xisting at the A_wan dam are such
as to cause the output of power to vary widely from low water to flood seasons.
Ahen the reservoir is IULL in January, the upstream level may reach 122 meters,
the corresponding downstream level being about 88.5 so that the maximum head
for power production is 33.5 meters. In July, the reservoir level is dropped

to 100, or even 97 with a corresponding drop in the head. Again during the

flood rise from late July to mid-October the head at the dam with sluice-ways
open to prevent deposition of silt, is only 8 or 9 meters. The result of
this is that the power from the station now under construction at AswJan -sl±l

not exceed 50,000 kh for four months of each year. Although the total

generation from the Aswan station woulid amount to about 1,80w million kwh
annually, only about one-fourth would be firm power.

The Sadd el-Aali reservoir will stabilize the flow of the river at

Aswan, thus converting practically all the Aswan power to a firm basis.
Because the two dams must be operated as a unit for the regulation of flow,

and because the level of the reservoir downstream from Sadd el-Aali must not
exceed 108 meters, the quantity of power to be produced annually at Aswan

will be approximately the sane, about 1,800 million kwh, but more of it will

be firm power and consequently have a higher value. A considerable additional

potential economic value, therefore, will be realized at the Aswan power

station attributable to the Sadd el-Aali project.

With the Aswan basin held at the reouired operating level of 108

meters, the approximate average annual energy available from the two gener-

ating stations will be:

At Aswan station 1,800 million kwh
At Sadd el-Aali station 4,200 million kwh
From both stations 6,000 million khh



Power potential from second and tlhird stages of Sadd el-Aali

Althoulgh still under study as to the number and size of units to be
installed, the power sclheme at SaMd el.-Aali at present contem;iplates the
installation in three construction stages of a total of 16 turbo-generator
sets, only eight of which are included in the project. The Government plans
to add the additional generators when pow°rer use in Egypt justifies. Calcu-
lations indicate that the potential generation in an average year of the Sadd
el-Aali station, when fully completed and. considering simultaneous oreration
of 15 of the 16 units, would be approximately 8,000 million kTTh. Thus with
the full comolement of units at Sadd el-Aali the cotential poT;er generation
from it in combination with Aswan will be almost 10,000 million kwh annually.

The sustained Ilow from the Sadd el-Aali reservoir based on irri-
gation wv.Tithdr+a.^Tnls fo%r gRaynt5 will bei. apprro Jmatelyv 1;890 m3nper sernn
W:Jith an average of 15 units in operation under full capacity load. at Sadd
e-Aanli, a flow nf 1,7l,n m3 per nponnnr wunlll1 ho iiti1i27.Pr1_ Sinnp n nOZ Iond

factor is estimated for the foreseeable future, a large surplus of flow would
be avadilable ifnrdti.ons of generating equipm.ent in the future if a need
for additional capacity develops.

Electricity use forecasts

The questions of the extent to which and the rate at which power
frolm the Sadd elAal -project will be profitably utilized ln econon.y of
Egypt are not subject to precise determination. There are serious diffi-:
culties in the1 way of Iy reasOniaby re.lilde fLUrecast of lad grwt ln

underdeveloped countries. The present use of electricity in Egypt, pirticu-
larly, does not furnish the point of departure for consu ,.ption forecasts usual
for countries which have been electrified for some time. Besides the total
peak load of aboutt 272,000 'kici genierated by all electrical generating plants
in Egypt there is an a..ditional peak load of the equivalent of approximately
300,000 kw produced in mechanical energy. The total cons-umption of power is
thus not the electrica.. consumption alone but the total ol this consumption
aln the mecnan±car po;?r produced b-y th^0ermal Or so,mewhaLI more th an
double that which appears in electric power consumption statistics.

The Bank has been supplied with two separately made projections of
load growh i n Egypt, one preparead y tne Egyptian ElectrIclty -wmmisSIon
and the other by Electricite de France, consultants to the Government of
Egypt in studying and planning a comprehensive power developmento

Forecast by EEC

The forecasTs by the Egyptian Electricity Commission (EEC)
separately considered existing and potential po.wrer use in several separate
categories. Use for public utility purposes, which includes the principal
cities of Cairo and Alexandria and the commercial and industrial use supplied
by the utilities in these areas, was estimated to increase at a fixed rate
which would cause it to double every eight years.



Electric consumption of private industries was predicted to double
each ten years. The power supply to industry would come from the Sadd el-Aali
svstem with a gradual retirement of small existing industrial plants beginning
when the new supply becomes available. A similar replacement of dispersed
mechanical pow^rer units in industrial plants was anticipated with about one-
fourth of this load taken over initially in 1965 and about 80% by 1975.

Power for Government irrigation and drainage was estimated fF-
dPevelopn r-orrlinp to reclamation plans of the Ministry of Publicl Works.
Drainage pumping -was estimated to remain unchanged but pumping for irrigation,
w^hich is planned to be double in 1965 over use in 19qL. is exnected to in-
crease about tenfold by 19T7 due to development of new lands and conversion

of basin irigation a-reas, bohr+ reqniiring niimnino.

.I "a+her rapid electrlfication of railroads wTas nredicted be v EECG

with the use for this purpose increasing about sevenfold (over 1954) by 1965,
and another fo1fOld by 1 7C reaching a consumntion of 60An million 1bTh hv
that year. EEC included use for fertilizer production as presently planned.

In summary EEC reached the conclusion that power use in Egypt
would i n raef- o, 4-u- preen aproim4el 1 -30 l io.n +n h~ no500

VS L 1L U ± LUt=;C0t_ L.A. 111 LdLI jJJ..Jz- 11 A.' i 1U ji JId .. J ~ ~-- .

million by 1965 and to 12,000 million by 1975. The corresponding increase
in pea'k. '-oad_ wou_ldU b.e from 4 pre-s-en4t r272 w to 1- OI . by, 1- 196O5 to I n1,1 TVWk

±1± dk~LUd WO ±U ~ ± UALr U11KI P~. ~_OUIIU C.C L. Lvq J-, l'J v ~'Y -/ -

by 1970 and to 2,364 Mw by 1975. (See Appendix 1, showing the forecast
I- Z-- -I -

grapil±calLy. )

Forecast by EDIF

mne forecast of Electrlci te de France (E\1') is ''le avuerage o.

forecasts, one of w4hich is characterized as optimistic and the other
pessimistic. Tie forecast assumes that electrical load growth w-,ill take
place at a rate which woald approach the growth of total energy use (i.e.
electrical plus mechanical) and that such totai energy use will rincrease at

an annual rate of 6-1/2,%, or doubling in approximately 11 years. As electri-
cal energy is to replace little by little mechanical mrotors, it would increase
initially at a considerably accelerated rate. EDF, therefore, estaklished
its graphic projection of growth in electric power use as beginning wlth the
present electrical peak and approaching asymptotically the total increase
curve starting from the combined total of electrical and mechanical energy
use. The resultinp projection of electricity use be-ins at a rate of growth
of approximately 11% per annum and bby 1975 essentially reaches the selected
overall rate of growth of 6-1/2% per annum. Irrigation and drainage uses
were included in the composite use. The power for the Government's ferti-
lizer plant was included in the total forecast. No attempt was made in the
EDF forecast to differentiate between the rates of growth for various classes
of use such as for general public utility purposes, industrial irrig9tion
and drainage and the likeo

The EDF forecast b own graphically on Appendix I reaches the con-
clusion that the peak demand will increase from the present 272 MIn to 950 by
1965 to 1,400 Mw by 1970 and to 1,900 Nw by 1975, or somewhat lower values
than projected by EEC.



The Power Nliarket in E Lypt

In making forecasts of electriclty- use it is obviously necessary
to take into account the general economic background against which power

growth is to be projected. As is elsewhiere indicated in this report, there
is reason to suppose that the natioral income by 1975 may be about 60% higher
than at present, but that the per capita income by that date may bue no
greater than, and possibly even lower than, it is today. Thus w!e cannot
expect any increase in the average standard of living which is already quite
low and does not permit of the widespread household use of electricity. It
is probable, too, that the rate of industrial growth in Egypt will not be as
rapid in the future as in the past. It is necessary then to examine how

power consumption will develop under these conditionse

Power use in the metropolitan areas, municipalities and agglomerations

An analysis of the growth in the peak load and energy generated in
the Cairo area for the past ten years shows an average yearly peak load.
increase of ll5%, indicating a redoubling period of use in about 6.5 years.
In 1953 the values of watts per capita and kilowatt-hours per capita was
30.6 and 131.8 respectively. In the Alexandria area the rate of growth for
the number of consumersv the peak load and for power consumption indicates

a current doubling period of epproximately 7 years. For the whole of Egypt
power use has increased in the last 20 years at a rate to cause doubling

each 8 years, and during the last 8 years the average annual rate of increase

has been 11%, or doubling each 6-1/2 years.

The rural electrification potential in Egypt is not comparable to

that in more developed countries. Outside the larger metropolitan areas

there are now already electrified 56 agglomerations with a total population
of 1,1464,100 (by the 1947 census) in *shich the mean of the average annual
electricity use per person is 40 kwh, with a mean of utilization hours of
approximlately 3,400. There are 439 additional agglomerations of over 5,000
inhabitants with a combined population of over 3 million (1947 census) where
no electric service is available. Six of these have 20,000 inhabitants or
over. and 50 others are 10,000 or over.

Use by nrivate industries

Of the total nower consumed in Egypt in 1954 of 1,300 million kwh,
slightly more than one-third was produced in power plants owned and operated
hv nrivate industries. The increase in the numbers of private industrial
power plants and in poTTer generation by them in the period from 1950 to 19514
inclusive has been rather phenomenal and indicates that industries have not

been able to obtain adequate or dependable power supplies from the public
utilities at reasonable costa The extent to wlhich Sadd el-Aali polwer can
capture the existing industrial market and supply industrial expansion will
depend, to a large measul-re on the Governmentts abilitv to transmit power

to the locations desired and on its rate policies. As an additional indi-
cation of the power potential for private industries; it is estimated that
installed mechanical power in dispersed private stationary engines comprises
a total of about _14l,000 .VT equivalent, zbout 30% of which was installed
prior to 1940.
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Governmental uses for irrigation, drainage and railwL electrification

Irrigation by pumping is widespread in upper Egypt where the yearly
varlation of water levels is great between thie flood period and the rest of
the year. Drainege by pumps is predomninant in lower Egypt where the vari-
ation of water levels is reduced and whlere lands are at low levels with
consequent poor drainage.

The execution of the Sadd el-Aali project wTill control the dolwn-
stream discharge of the river, preventing flooding of low lands and gradually
bringing about a stabilization of the water table, The effect of this will
be that the demands of energy will be increased on existing pump irrigation
stations and reduced on existing drrinage stations, i4uch of the basin areas
to be converted to perennial irrigation will require pumping. The irrigation
of large areas of new lands at higher contour levels is contemplated and this
will also require pumping.

According to tabulations supplied by the Ministry of Public W^Torks,
it is now operating electrical generating stations for irrigation and drain-
age with total installed capacity of 87,000 kw wJhich generate about 82
million kwh annuallyr. Most of this power is produced In therm?l stations
although two hydroelectric stations, one at Fayoum and one at Naga-Hamadi,
produce small amounts. In addition, the Ministry operates mechanical power
pumping stations with a capacity totaling about 250,000 kw almost half of
which was installed prior to 1940. In predicting future power use for irri-
gation and drainage purposes, it is planned to convert these loads to the
more economical source of powier from the Goverrment's transmission system.

The Egvetinn Republic Railwavs (EMRR) now own two main power stations,
one in Abou Zaabal of 3,550 kw and one in Alexandria of 5,000 kw. Both supply
workshops and other Governmental denartments. ERR has under way the electri-
fication of its Cairo-Helwqan line and plans to carry out studies to determine
+he fnsiihi1ityj in term s nf canital annd operating costs; of converting more
of the national railroarls to electricity when Sadd el-Aali power becomes
a vai b1O Tlhe obsta'1en to a broad sca,le electrification of the Egvptian
railroads, such as the magnitude of the investment recuired and the operational
nproblemns invoirlper are such as to indicate tbat provision for the nower re-

quired need not be included in the forecasts at this time.

Forecast adopted in this report

Against this background the forecasts of EEC and EDF are considered
somewhat sanguine .For the purpose of appraisal by this report- twJo pro-
jections have been made for the purpose of establishing a range of values of
expect'^d bjenefit-s fro.. electriBc po-wer frrteporcoT. irst of thiese
projections, designated forecast A, (see Appendix II) adopts the 6-1/2% rate

of- oveal grb fo all ueother ̀ V1ha1n for Government irriga tlon and pmp=m
ing and for new industrial demand* For irrigation and pumping the Government's
sched-ule was adopted. Development of newJ industrial uses was assumed at a
rate of annual increase of approximately 3% based on the present use of
mechanical power for industrial pui;poses. Ifn addition it was assumed that
240,000 kw (about 80%) of the present mechanical energy produced and used in
existing industries will be converted to electrical energy by 1975 and supplied
from public utility sources.



The second of these projections, designated as forecast B (see
Appendix III), is based on as complete as possible breakdown of present con-
sumption of power, including mechanical power) by various types of uses, and
on a separate projection of growth for each oI' these uses. Under forecast B
it is assumed that general public utility uses of electricity, excluding
industry and the requirements for drainage and irrigation, will increase at
an annual rate of 7.6%o, causing it to increase fivefold by 1975; that
industrial power consumption, including that now supplied by mechanical means,
will only double by 1975, and thiat in the interval 1965-1975 mechanical power
now used in industry wqill be replaced by electric power; and) as in forecast A,
Government irrigation and drainage use wrill develop as sclheduled in the project.
The resultant overall rate of increase for use of pow!er in nongovernmental
enterprises under this forecast is approximately 8% annually.

The fivefold increase for general rower uses indicated above mnv
seem rather high. It must be admitted that too little is known about the
factors which determine the growth of rower demand under vrrying circur.mstances,
and particularly at different income levels0 All that can be said is that
Egypt has been exueriencing a rat-her rarbid growth and that exnerience in
other underdeveloped countries indicates that the increase in power con-
sumption has been far outstrinnina the rise in nationnal inTome. ERven unHer

conditions of relatively static per capita income poTer consumption appears
to rise rnther rapidlyv Tn essence t-he increased uise of' eThctricit.y, as the
increased use of motor cars and motor transports, is a reflection not simply
of a rise in inrom.es, but of a cHhn nan wm,v of 1-fe- In Turkejv for exampne;

the consumption of electricity during the 15-year period 1938-1953 rose by
979c` wThile real income per ca.ita increased only around 1•5 In Jaran poT.er
consumption rose by 70% from 1938 to 1953 even though consumption was already

n ft. Znro h;,h o4 1rol v 1n loR flfl l-,nh 3 nAn c+,-'3 n r---A,ri+3 tin^r nrrA or' rX<n r 
at a ve- highb level , LuiJne pl1 ol-.tfl- and i n, ap, ,,_J i_nt v53 .- _ ._ ..- ,>_ vV }|A iv>''C_l cJ-s - - i_ - * VC 1- @ --

incomes were about the same at the end of this period as at the beginning.
During the same period there wic s probably no signif cant ch-nr-ge in er ci4ta

income in India, but the consumption of power supplied by public utilities
rose bky -l v -1

cr,i-ci .5-<nr tin c.r±e

A cor----4s-n of the total peak loaAds unAder +*e severaLl foreca-sts
described above, and as illustrs-ted graphically on Appendix I, is as follows:

Peak in Mw
Torec ss nrr , rI yn , ' / in _r'
EEUCre 2 .1s72 62 1 0504 1610 2U / I

riCof nm^, tn -tn ,t ii 

ETF 272 60o 950 lo00 1900
A 272 61.i 9 26 i40 26104
B 272 576 791 1219 171s7

Provision has been made in the forecasts for fertilizer production
at a synthetic nitrogen plant in w.Thich power will be used for the production
of hydrogen by electrolysis of water.

1/ Includes 150 P1wT for fertilizer plant
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l1hile forec2sts A anrl B are rntended to estsblish a r^nge of
expected power use on 7hich benef-ts from the pow-er aspects of the project
mav he evaluated, it is pnnaibhT +int. forecast A- like +-hose nf E7G and 7n.,
is somewhat optimistic. It is, therefore, preferable to assume that the more
conservative of the forecastsj BJ is more liknely to prove valid. Conseouently,
calculations of benefits from powrier operations of the project hiave been based
on thi s mnr re ' cosrvativ fore ast.

Interconnected tr.^nsm_ission ne;ToA

will be made for a network to transmit power to all areas of potential use in
E -,<rro+tRl. us -1n a`4 4- 4; - - -; ,. .4 - 4 -> - .1 A - - - - - - 4 __ --, - _ - /I - r _: -6JrP U 1l| sv |s1 uu uW v usso -o 41,e lli 'n1 LI. dlcl o0jul -LLI ;:O4tJ1 |] llt i w 111 liolidil bU %d C i UEli 4* ±)4, J404J )L~ L.U U41 raid1 ! ± 

included in the project, it wrill be necessary to progressively develop an
interconnected transmission system wl1ith Alexandria, Suez, Port Said and other
main communities as demand increases. Electricite de France has stressed the
i,mporance Of immu,£ediate plans for such a long ranlge progVar.a inclu,ing the
standardization of voltages, the planining of distribution facilities and the
estb ls Vh of tloial tLaEifs I Tne forecasts o0 power use incluaea in
this report are based on the assumption that such a comprehensive power
distrlbutior, sy-sbem will be established and that the power s- stem will be
efficiently managed.

Installed capacity at Sadd el-Aali

A comparison of the estimated peak loafs derived from the several
forecasts given above with the effective installed capacity on the system
(see Appendix I) indicates the requirements for new installed capacity to
meet demand both in terms of amounts and time. Assuming tne installation of
the first 8 units of Sa(Ad el-Aali will begin about 1963 and be completed in
1965, there wqill be excess capacity on the system according to forecast A
until January 1971 and according to forecast B until December 1973.4 Within
the range of these dates all the installed generating capacity, including
existing thermal plants, should be utilized and additional generating capacity
would need to be completed, either by construction of adlitional units at
Sadd el-Aali or of new tnermal plants.

In the interim period, after 1965 and until one or the other of the
above dates, there will be more or less idle capacity on the system and from
the single point of view of adequacy of power supply it would be possible to
re-schedule the time of completion of the Sadd el-Aali units to more nearly
conform to the schedule of growth in demand. Studies indicate, however, that
in spite of the fact that a cost must be included for the maintenance of
existing thermal plants in st2ndby condition, Sadd el-Aali pow^Jer can be
delivered in Cairo, after transmission losses, at a cost below7 the fuel costs
of producing power in the thermal stations. From the standpoint of svstem
econoTmy, therefore, it is desirable to complete according to schedule the
construction of the first 8. units at Sadd el-Aali, thereby raining all the
construction economies possible, and to operate these hydro units in
preference to the Cairo thermal units. The latter will serve as useful
back-up and reserve, By the time of its completion in 1965 the peak load on
the system will reouire oreration of the entire effective cnarcity at Sadd
el-Aali.
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Another implication of these studies is that it may be advantageous
for the Government of Egypt to complete construction of the second stage of
Sadd el-Aali earlier than the 1971-73 dates mentioned above so as to take
advantage of power production from such additional hydro units rather than to

operate continuously the thermal units in existing Cairo plants. A decision
on this point can be made after actual experience verifies the conclusion of
studies to date.

Benefits from Sadd el-Aali power

Assessment of the benefits to the country's economy to be derived
from the power resources of Sadd el-Aali raises t-Wvo questions: (1) 1:1hat is
tlhe relationship of the net value to the Egyptian economy of power contributed
by the project (including that contributed indirectly by firming up Aswan
power) to the investment cost incurred by the addition of power facilities;
and (2) is the cost/benefit ratio for the Sadd el-Aali hydro facilities
(taking the investment cost as only the extra investment in Sadd el-Aali
necessitated by power) definitely more favorable than the cost/benefit ratio
for possible alternative thermal capacity?

For a study of tlhe first ouestion a determination was made of the
ouantity of usable power contributed by the project. T1his varied from year
to year according to forecasts of use and estimates were made according to
forecast B, the more conservative of the several forecasts. (See Table NTod 18.)

In computing the power supply available from Sard el-Aali, account
has been taken of the reduced cost of producing fertilizer in the Aswan plant
because of the firming-up effect of the new reservoir on the Aswan power
station, thus increasing manufncturing operations from 8 to 12 months annually.
Ihe Bank has estimated this saving in the range of RE 15 to LE 20 per ton of
contained nitrogen. For tne estimated nnnual production of 71,000 tons of
nitrogen, the saving in cost attributable to Sadd el-Aali reservoir would
approximate LE 1.25 million ahnually.

In estimating the value of power to the economy it is appropriate
to take as a measure the price at wahich consumers would be iTilling to absorb
the entire power supply. In actual practice, it is admittedly difficult to
forecast the price at which the large block of alditional power to be supplied
by Sadd el-Aali could be sold. Presumably the price should be low enough to
induce industrial consumers to forego the use of alternative power supplies,
wzhether mechanical powzer or industrially-generated electricity, and also to
encourage general consumers to increase their power consumption.

If the Sadd el-Aali power were sold at L milliemes per kwh whole-
sale, the retail price, including an adequate margin for costs of distribution
and profits on distribution, could be fixed at 8.25 milliemes per kw-h. 1/
Such a price would be substantially below the cost of production of industrial

17 nistribution cost on the Governmentts system in the Cairo area in
1953-54 was 2.6 mms/kwh; a 25/% m^rgin above costs of purchased power
().0 rmns/kwh) and of distribution services (2.6 mms/kwh) is assumed.



power plants or the cost of mechanical power and would thus offer sufficient
incentive to switcn to public power. It would aiso greatly encourage
additional consumption by the general consumer, particularly considering the
fact tnat public power in Cairo is now sold at a composite rate of 17.08
milliemes. Ihe valuation of Sadd el-Aali power at a wholesale price of
4 milliemes per kvAh is therefore believed to be quite conservative.

This is in essence ''the price the traffic woulld bear." The total
value of power at this price would represent not only the gross economic
benefits derived from power but also the maximum gross income, in financial
terms, from the sale of power. Wolith respect to the latter, the Government
might, of course, elect to fix the actual power rate below what "the traffic
would bear," thus sharing the economic benefits with the power consumers but
reducing its own income from powser. It should be noted that the cost of
producing power will be substantially below this assumed price, as will
appear from Table No. 20.

The resulting calculation of the economic benefits derived from
Sadd el-Aali powqer is reproduced in Table No. 18. This calculation takes
into account not only the value of power estimated according to the method
set forth above, but also the savings in the cost of producing fertilizer at
Aswan resulting from the effect of Sadd el-Aali in firming-up the power to
be generated at the hydroelectric plant at Aswan dam.

Comparison of economic cost of thermal and hydro power

It is now necessary to examine whether the additional investment in
Sadd el-Aali necessitated by the installation of hydro power facilities -
namely EE 88.5 million plus interest during construction or a total of
1E 101 million - would be worthwhile in the light of the alternative cost of
supplying an equivalent suppDl of polwer in new modern thermal plants. For
estimating construction costs of such plant the investment was taken at BE 60
per installed k.ff or allowing 1% for reserve and as unavailable, at LE 70 per
effective kw. Fuel consumption was estimated at 300 gms per kwh wlhich should
be obtainable in modern plants. A comparison of benefits from such thermal
power stations for the years 1965, 1970 and 1975, and according to forecast B,
shows that in each instance the incremental investment in Sadd el-Aali power
facilities would be more advantageous (see Table No. 19). This comparison
is; of muirsa. based on nresent prices for fuel in Egypt and on thermal plants
of presently achievable efficiency. It may be that further technological
advanee in thermal nlnnt design would nelmit the construction of more ef-
ficient plants. However, even if the efficiency of future thermal plants
were increased by as m-- h as 100%; Sadd el-Aali would still provide the more
economical source of electric power. This is quite apart from the consider-
ation th thah+. t¾ Sadd el-Aali plant wolrld utilize for nrodluetion of electric
power an Egyptian natural resource, inexhaustible in character, rather than
fuel oil *-khich might well have to be imported in large part.



Table No= 18

rGnST - RNT,4rr'TT PATPT0n SADD EL-AALI POIVER

1965 1970 1975

I. Investment in power facilities
(TEm llons) 1/ 78 101 it1

II. Tota 4 '"add Ln -hali pawler consume,A

Forecast B, (millions kwh) 1,625 3,877 2/ 4,077 2/

III. Gross annual economic value 3
(T- 2 'i4 1 / 7 7< 16.76 1 7 .56
\X1L 1L_L.-.iLVL1C I _I 0[X- i-

Av Annual Cost (If II) to the
economy (BE millions)

(a) cperating cost o.40 0.40 o.40

(b) maintenance of transmission
I a c J. _L.L U _L U 1j W 0 J.-)

(c) depreciation of power plant
and transmission facilities
ke2F7% p.a.e) 1.5 .525

(d) stand-by cost of CuaA thermal
plants 4/ 0.29 0.14 -

(e) Total (^E millions) 2.82 3.32 3.18

V. Net annual economic benefit from
power, (*E millions) 4. 13.44'L 'I.)V

VI. Economic yield on investment in
power facilities (per cent) 6.32 13.31 14.24

Y/ Includes assumed.interest during:uozrstruction.
2/ Includes 400 million kwh in 1970 and 800 in 1975 of seasonal power at

507o value of firm power.
3/ Value assumed at 4 mms/kwh; also inc.ludes FE 1.25 million annual saving

in cost of manufacturing fertilizer.
_/ 1Existing thermal plants in full or partial stand-by.
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Table No. 19

ECONMOIlC BN- 2 Liz OF Kk4,ER F-ROM
TH:RIMAfL PLANT 3U1VALENT TO S,DD L-AA'LI

1965 1970 1975

I. Investment in power facilities
(=E millions 1/ 40 73 76

II. Total power consumed,
(kwh millions) 1,625 3,877 4,077

III. Gross annual economic value
(TE millions) 2/ 6.50 15.51 16.31

IV. Annual Cost of II to the
econony, (BE millions)

(a) operating costs 1.63 3.88 4.o8

(b) maintenance of transmission
facilities 0.05 0.12 0.12

(c) cost of fuel, assuming
300 gms./kwh 3.02 7.19 7.56

(d) depreciation of power plant
and transmission lines
(2.79% p.a.) 1.12 2.04 2.12

Total 5.82 13.23 13.90

V. Net annual economic benefit
(1E millions) 0.68 2.28 2.h1

VI. Economic yield on investment,
(per cent) 1.70 3.12 3.17

1/ Includes assumed interest during construction.
2/ Value assumed at 4 mms/kwh, or approximately 20% below generating cost

in most efficient existing thermal station.
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Potential Financial Results of Sadd el-Aali Power Operations

Since we have assumed that after completion of the project an
autonomous agency will be created to conduct the business of generating
and distributing power, an estimate has been made of the financial outcome
of operations of Sadd el-Aali power facilities. It should be noted that
financial results thus estimated closely parallel the estimated economic
results. Table 20 sets forth in a preliminary way and in broad quantitative
terms the prospective net income of the power plant both inclusive and
exclusive of depreciation and suggests a possible allocation of the potential
net cash income. This statement, which extencds over a period of fifteen
years following completion of the plant, is based on the following assumptions:

1) that the installation of the initial 720,000 kw (8 units) of
generating capacitiy will be chomnleted tn a stage nprmitting oneration of
at least one-half the units by 1965, the first year of assumed operation
at npartial capacitnn yt and for the p est,imated ros:t ± s shrwn on npag 31.

) +lmat +¾e estimate syte demnds will hav develper~ d as
shown on our estimate "B' (the most conservative indicated in the report);

3) that the amount of demand in kw and energy in knjh to be
supplied O1 1k- +by qadd n1 A 1 ril nrl Tthe Sad el4a li czplr nntn , + mn P I? RIt
will be as shown in the first column of Table 20;

4) that the estimates of annual operating expenses, maintenance,
standby expenses and depre ciation accruals are the same as used i n Table 18;

5) t4.1- 4. 4 o1- -- - bU1 e soIA a+ 4+*e - "'es- pi of l-

milliemes per kw4h (1.l15 U.S. equivalent), namely at the same rate as is
-usedi ln We I2 economu Uiic Fj anaIL .Lysis;

Q) that, f-s'dS f1or -con1str-uctLio0n ofL the Itp'ub li Cf porLICA -n ofL thei'

entire project, estimated at LE 281 million (see Table 8) together with
LE 4 2 million of estimated interest during construction, or a total of
LE 323 million, will hnve been arranged for so that the projected construction
schedule -will be met)

7) tlhat the porti oni of the necessay capital investment pertain-
ing to the electrical powzer plant, including transmission lines and sub-
stations at Cairo and other load centers, will be '- 101 million;

8) that an average interest rate on borrowed funds, local and
foreign, of 3.75% be used.

9) that the total capital cost of the electrical power facilities,
SE 101 million, which includes 12.5 million of estimated interest during
construction, be amortized over the 15 years assumed to begin in 1966 and
ending 1980; this assumes a maximum maturity of 25 years. The borrowing is
assumed to be dated 1955 and funds will be draTm down over the 10 year period
ending 1965;



TABLE j NO. l

ESTIMATE OF ANNUAL EARNINGS AND DEBT RETIIRPENT

Si,DD EL-AALI POWER

Projected Income _ Allocation of Net Cash Income

Net Revenue AmoLnt Assigned Contribution
Cost of before for Debt to Reserves

Gross Operation Depreciation Net Revenle Depreciation Debt at Service 66-2/3% Interest 33-1/3% of
Kwh Rel'enue Including @ after or net cash Beginning of of Net Cash ' Net Cash Cumulative

Year Delivered @ 4uam/K-, Standby - 2+% Depreciation Income Year Income 3.75% Amortization Income Reserves
(All figures in milLiois)

1!765 1,625 LE 6.50 LE 0.87 LE 2.03 LE 3.6:1 LE 5.63 IE 101,00 LE 3.79 2/ LE 3.79 - LE 1.84 J LE 1.824

1!66 2,060 8.24 0.85 2.15 5.2l 7.39 101,00 4.93 3.79 1.14 2.46, 4.30

1!767 2,497 9.99 0.84 2.27 6.813 9.15 99.86 6.10 3.74 2.36 3.05 7.35

19,68 2,913 1i.65 0.82' 2.39 8.414 1.0.83 97,50 7.22 3.65 3.57 3.61 10.96

1',69 3,288 13.15 0.81 2.51 9.83 12.324 93.,93 8.23 3.52 4.73 L4.3; 15 .07

1970 3,877 15.51 0.79' 2.63 12.0', 1]4.72 89.22 9.81 3.35 6.46, 4.91 19.9t

1971 3,917 15.67 0.76, 2.63 12 .213 14.91 82,,76 9.94 3.10 6.8L 14.97 24.95

1972 3,957 15.83 0.73 2.63 12.047 15.10 75.92 10.07 2.85 7.22 5.03 29.9b

1973 3,997 15.99 0.70 2.63 12.65 ]5 .29 68,.70 10.19 2.58 7.61 5.10 35.08

1,714 4,(37 16.15 0.6t; 2.63 12.8J4 1-5.47 61,,09 10.31 2.29 8.02 5.16 40.24

1975 4,(77 16.31 0.65; 2.63 13.03 1]5.66 53.,07 1o. 44 1.99 8.45' 5.22 45.46

1976 4,(77 16.31 o.65; 2.63 13.03 1]5.66 -144..62 10.44 1.67 P-7 7 5.22 50. ,9

1977 4,(77 16.31 0.65; 2.63 13.03 15.66 35,85 10.44 1.34 9.1C) 5.22 55.90

1978 4,(77 16.31 0.65_ 2.63 13.03 15.66 26,,75 10.44 1.01 9.431 5.22 61.12

19,79 4,(77 16.31 o.6,5 2.63 13.03 15.66 17.,32 10.44 0.65 9-750 5.22 66.34

1980 4,(77 16.31 o.6,5 2.63 13.03 15.66 7,53 10.44 0.28 7.53 2/ 7.85 21' 74.19

1/ To meet the first year's :Lnterest of LE 3.79 millions the amount of net cash incoiae assigned to Debt Service has
been increased by LE: 0.04 millions and the contribution to FLeserves reduced by that amour,t.

2/ In the fiLnal year the contribution to reserves includes LE 2.63 millions not required for Debt Service.
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;0) thait tne amount O1L i aixed a Isua.l alocatoIII Uo Udet' serv-Lce

is limited to only 66 2/3% of total available annual cash (net earnings
plus depreciation).

As shown in Table 20, a debt of ;E 101 million which represents
the entire capital cost of the electric power including the related trans-
mission facilities can be repaid out of earnings in the 15 year period
ending with 1980. In addition, in the same period, there will be approxi-
mately TE 74 million (9"212 million U, Se equivalent) over and above require-
ments of operation and debt service. With total debt service limited to
66 2/3% of the annual net earnings before depreciation, the annual coverages
would be about 1f5 times.

Net earnings after depreciation which arc assumed to start at
LE 3.61 million in 1965, would represent a return that year of only 3.5%
on the entire BE 101 million of estimated capital requirements for the
electric power system. However, the rate of return would increase rapidly
as shown in the following:

Table No. 21

Net
After Depreciation Percentage

Year (LE Millions)

1965 3.61 3.4%
1966 5.2L 5.0
1967 6.88 6.6
1968 8.hA 8.0
1969 9,83 9.4
1970 12X09 ll5
1971 12.28 11.7
1972 120T7 9
1973 12.66 12.0
197) 12d8) 12?2
1975 and thereafter 13003 12,4

Thus, as indicated above the potential rates of retumrn on the capital

investment for power facilities, including interest during construction,
are e c te paowerfptioyano the Spdd the enomia ̂  ei-Aalfii pro t .he
electric power poxtion of thie Sadd el-Aali project.
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C. L-provement in Navigation and Flood Control

lflhile the economic justification of Sadd el-Aali rests in essence
on the increase in agricultural output and in power supply, there are certain
incidental economic benefits which must be mentiored. An effective control
over floods would be established and conditions of inland water navigation
would be greatly improved. These incidental benefits. however, are difficult
to assess in quantitative terms.

Flood Protection

The benefits arising from the control of floods would be of two
tvpes: (1) Gert2in saving9 in government exnenditures which could in the
future be used for productive investment or for constructive services to
thp r-.r,mm1init.v _nrl (19 thf nrRvPntion ofn c.frt,i.in 1 nqq in nationnl out-

put and income which now result from inundations and infiltration during
periods of high flood.

At present the government has to spnpnd qho-nt L. 1.5 million per
year to cope with the consequences of the flood cycle of the Wile. An elab-
orate cSrQt.m rf 1Pva,*ez nrri hiinrq I-nqe trn hp mn nt.nindri tn nrpvprt. fM nr1q_

Because of the silting of the river bed by flood waters the levees have
gradually been raised rlntil they nrar r n hamt. 1 mTnter higher thIn in 187)i.
With the help of these levees the Nile can carry a flood of 7,750 m3 per
second,rl a +r +at shis ¶7.l iuma +.he csiirfrac of +the ri ver is a bhonu 1 -5 mptPrs

above the level of the adjoining land. High floods such as those in 1929,
1934, 1938 and 19l6 and the extraordinary floods of 187h and 1878, create
special problems of flood protection. Even during normal years consider-
abOlle .za. e- ard some equpment i s engaged in p+,atrollin1g the NIle 1 in the

flood season, and the levees must be strengthened at critical points. On
c,- --.. A ___4,.r4flVb 41-. _'fln -- y Y'¶ V',nf+ e oA n fl, 

1
r ln

LE 600,000. At the same time the silt brought down during the flood season
entai's an anr.ual-,+ -Itla of abu an e vr.ta v&mr+ on ci-a rA ing- a',

drains and branches of the Nile. Finally, the annual floods substantially
ircrease t-h cost4- ofP -,- - out+ dainage cana.l - A1+---+I,.-" tg-te h -rn=

ment would save a total annual expenditure of about LE 1.5 million when the
.loods ar-e effeCtivlCve controplled. SiLnce r.oslu Orf this UexpUenditu . e is Ifor

labor, the economic cost of this labor, which is generally abundant, is
negligible. The saving of this expenditure sho-ud therefore be considered
not a part of the economic benefits of the project, but rather a part of
the iipact of the project on government finances,

in recen-t decades there have apparently been nRo l 3 -g-scale n1-
undations during the flood season. NTow and again, however, some land is
flooded with consequent damage to production. Moreover, during the flood
season there is ex.cessive water seepage and infiltration through levees
and canal banks which tends to aggravate the drainage probiem. The Egyptian
authorities estimate the annual loss in national income owing to these two
factors at 4E 10 million. Unfortunately, there is no way of checking this
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estimate or of determining the basis for a different estimate. In order
to keep the estimate of benefits rather conservative, we have rather arb.
trarily assumed that the loss in national income which would be obviated is
only EE 5 million per year.

Improvement in Navigation

Since Egypt possesses about 3,350 kilometers of navigable water-
ways, inland water transport has always played a considerable role, Barge
fleets are said to have a total capacity of 130,000 to 1h0,000 tons, and
sailing feluccas a capacity of perhaps 200.O00 tons. In recent years barges

have carried on the average 825,000 tons annually, and feluccas perhaps
another 2,000,000 tons consisting primarnily of sand, stone and other bulky
materials, much of them carried over relatively small distances. By compari-

son, the Egyptian State Railways carried about 4h.7 million tons of commercial
freight in 1952-53 and trucks are estimated to transport 3 million tons per
year in other than purely local traific. The primary economic contribution
of inland waterways lies in the transport of heavy, bulky materials at a cost
well below that of rail or road transport.

The sharp fluctuations in the flow and level of water in the river
and canals greatly interfere with navigation at present. During the flood
season navigation has to be virtual]y interrupted for a period of 60 days,
partly because there is insufficient clearance under stationary bridges and
partly because upstream traffic becomes exceedingly difficult. During the
low water period navigation over certain stretches of the inland waterway-s
again becomes impossible owing to shallow water. It is not improbable that
the tonnage carried by inland waterways would increase by between one-fourth
and one-third once the water level becomes more or less stabilized as the
result of Sadd el-Aali.

The National Production Council claims that improved navigation
would increase national income by about 1E 5 million annually. This again

seems a rather excessive expectations If the Ministry of Finance and Economy

is correct in assessing the "value added" by inland water transport of LE 2.9
millii on for 19q3 t the increase owing to a possible greater voluime of traffic

would at the most be LE 1 million. Even allowing for the fact that other
sectors of the-economy wonild gnin from the resulting reduction in costs of
transport, it is unlikely that the total annual economic benefit would ex-
ceed LE 2 million

Altoget'her it is possible that. the total an-nuilal benefit arising
from improved navigation and flood control will run in the neighborhood of
LE 7million. This estimate, however, can at bsto hi e-onsmidered onlv qn

"educated guess," since there is little factual evidence on which to base
a calculation.
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D. Economic and Financial Benefits of Entire Project

Overall Economic Costs and Benefits

In separate sections we have treated the net annual economic bene&its
of the project in the fields of agriculture- nower; flood control and naviga-
tion0 By the year 1975 or 1976, when the project will ilave reached full
fruitIon9 assuming com.pletion in the period l965-1Q Q( (eXGept for the nossible

second phase of the power development which we have not considered), these
benefits will be as followts (in m E 000,000s):

11~~~ bc7t .'11 0v-) 11 
A ,ur c1t 11r e 112

Power 14
Flood. contol &I ..

navigation 7

Total: 133

In each field the economic benefits have been calculated net of the cost of
maintaininrg (or depreciating) and operati-g that portion of the total capital
investment which is directly attributable to that aspect of the project. It
is still, however, necessary- to take into account the cost of ma"itain-ng the
dam and attendant civil works which exclusive of the part already included in
the analysis of the power aspects, involve a total Jnrvestment of Tr 91 million
and is an item of joint cost. These facilities may be said to have an in-
definite life provided they are properly maintained, We have accorduigly
allowed only maintenance as a cost element and at the rate of 0.5% per year.
-Since this would amount to only !E 455,000 it can be ignored as insignificant
to the economic analysis.

Account should be taken, however, of the fact -that this total
benefit will not be realized for a long tine. As already indicated, the first
agricultural benefits would begin to accrue on a modest scale after the com-
pletion of the cofferdam, i.eo, after approximately five years from start of
construction0 Additional agricultural benefits would begin to accrue upon the
completion of the main dam, i.e., in about 10 years! time, and would mount
gradually until they reach a maximum in or about the year 1975 or 1976. A
small portion of the benefit in electric power would accrue from the completion
of the cofferdam which would help to finm up power generation by the power
plant now under construction at the existing Aswan dam. The Sadd el-Aali
power plant itself can begin operating at partial capacity prior to final com-
pletion of the dam and its capacity will be fully utilized soon after 1970.
according to the projection of power demand we consider most probable. The full
navigation and flood control benefits would be realized once the main dam is
finished.

The approximate time incidence of the economic benefits is shown in
Table 22,
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TaDle 22

Economic Benefits and Investment
(TE 000Q,0ooOs--

Time Annual Net Benefits Investment
Z.- __ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~fr VIlm Ratio

start Agri- FLood Control Net Benefit to
of Pr-oject culture Power & Navigation Total Total Investment

ye aris 11 1.3 _ 12.3 164.3a3 7.5%

10 years
20 4L9 7 31.9 362,62' 8,8%

Final/
112 1]t2 7 133.2 '7o 92/ 28, 3%

a/ Including BE 11.6 million expected to be spent by mid-1956 on irrigation
and drainage faeilities for nhnbot 3fol Ooof fnddnns

As will he seen frnm t-his tale, the net ecnomic benefit or, in other words,
the net increase in national incme will be rather small until the dam is
completed. In the first five years of construction, no benef ts will be
r-ealized and during the next five years following the building of the upstreamcofferdam the benefits -ill be modest. Thereafter, however, the ueneiits will
rise sharply primarily as the result of the expansion of agricultural produc-
tion. --en the full fruits of the proJect are realized, the increase in
national income directly attributable to the project will be about 28% of
the total investment including interest on the public investment during the
ten year construction period of the darn.

it should be noted that the benefits from the 6th to the 10th Year
would be substartially higher tn those shown in Taule 22 if furtr.er in-estiga.
tion should substantiate the claim of some Egyptian authorities that 6 milliard
rather than 3 milliaud mi3 of additional water couid be stored behind the coffer.
dam one year after its completion. In that event it would be possible to
provide nater for abou 600V,000 LedUans of new land. As a result it is probabIl
that the economic benefits in the form of higher agricultural output would
Stat±ly rise ,FIUo the uth yea- to a total of perhaps IE 33 million in the
10th year. By that year the ratio of net benefits to the investment would
thienj bet- -v Lne,

In evaluating the relationship of the investrent to the benefits a
number of factors should be borne in mind:

(1) The investmnent is rather high because all of the investment
incidental to the expansion of the culitivated area, includi.rg housing, schools,
hospitals, public utilities, etc. have been included0



(2) The cost-benefit relationship will improve still further when
ultimately, as the result of further growth in the power demand, it becomes
necessary to install generating canacitv at the dam in addition to the
720,000 kw now contemplated. Since much of the investment for this second
phase of the nower instqallationn inclulding the power tunnpels. cnnreting work.
etc., amounting in all to BE 31 million (exclusive of interest during con-
struction) iwill already have henn made; the incremental inveqstnent will be
much smaller in relation to the additional benefits than for the first phase
of' the pTower program.

IV m- nH- nv f on¶ram+ -tra -"4' ,n +. i.
4

-p~ ni- w,av- l-ia hal,nii -iral inel(3) The rte comn __,¼ p _ce at which p__ has been valued
leaves out of account the benefits which are likely to accrue to industry from
theant- annge of u Singn- a more conorim

4
c al pnc,v-er supplyr tha at p- resent.

I-- -I~ -1 4-- leeI s=me up _A- "' 2_ rsAo ns 0'14 4 nc ,-d
\L4 / h L.J'LJIV a v UJi UCX4LEt t UIU 2 L C U U .bJ. J.LL iLC.LU.LW L £ UW L L, L ELL' XCE

the very great indirect effect which tMNe increase in agricultural incomne is
IL't,Q UU iictVu Vii. ±11UU±ME: JIi UIAi=± ZI JU± U 0± ui LAIC iii;y LiUL . LL IIU.UO.LY.

trade, finance and other services. As already indicated, agricultural income
.-wl II the 4 rir1a- dee.,r,n Of1- the -4ve--en of ntoaincomae as aVi.L±J. A: U LIZ jJ±.LIId±,LY UZUe -JJLLii1~1LU V. ii o.k. ILiJ. Jiid± .L xiu:t 

whole. A roughly corresponding increase in income in the non-agricultural
;:C1,ors cannioitUU, Vi L)Uf iaLr, be simlJ±y tA11 l.J UI'x i11tVl ti U ae. .ai.S II e

Aali since additional investment will also be recouired in these sectors.
Huoevrer, th-e proportion of this additional investment to the income generated
will probably be more favorable than the proportion of the investment in
Sadd el-Aali to the inrease in income dl-rectly attribuLtable L,o tU i s pojcOt.
The comnmercial and financial sectors will certainly be able to handle a
larger volime of trade .without a proportionate increase in invesr,ent; and,
in view of the existence of some idle capacity, the same may well be true of
transport and industry in part.

In view of the factors indicated above, the total increase in
national income directly and indirectly attributable to Sadd el-Aali may
ultimately be in the range of 35 to [C0% of investment. Thus the project
would have an overall capital-output ratio which justifies the conclusion
that the investment would be economically worthwhile,

This conclusion regarding the economic soundness of the investment
is reinforced by the consideration that the alternative opportunities of
raising national output by other, non-agricultural investment projects are
extremely limited. While there are opportunities for certain industrial
projects and some expansion of inclustrial output may take place gradually as
labor and managerial skills improve and production costs are brought down,
it has been made clear in this report and the economic report that a sub-
stantial increase in agricultural income is needed if income from industry,
commerce and, other sources is to expand significantly. Without Sadd el-Aali
the growth in the economy is likely to lag greatly behind the probable in-
crease in the population. Under these circumstances, this would result in
a steady7 pressure on the standard of living, inth serious implications for
the future social and political evolution of the country. While Sadd el-Aali
may offer little prospect that ERypt will be able thereafter to enjoy a high-
er standard of living than at present, it will prevent, as a minimum, a dis-
astrous deterioration in this standard and will, as already pointed out, give
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Eg7pt a transition period which will provide opportunity for broadening the
industrial base of the country and slowing up the present rate of population
growth.

The Financial Results

The nroblems involved in financing the proJect cluring the construc-
tion period are discussed in the economic report. Here it is proposed only
to examine the effect of the project on the government's income and to de-
termine whether the income and savings accruing to the government will be
sufficient to meet all the financial charges growing out of the project.

The diree-t finqnnial resnlts of the pnroiect can be calculated by
adding (1) probable government receipts from newly irrigated land, particularly
in the form of lannd taxes, (2) potential revenue from power and (3) savinEs

in flood control expenditures.

In Egypt special charges are not made for irrigation water. Since
in essence there is no agricultural land nother than irrigated land, the land
tax is in effect also an irrigation tax. This tax is assessed on the basis
of the yield of t-he land and is reassessed once imnrovements increasing the

yield are completed. It may be expected that the tax on newly reclaimed and
irrige land w_l be aut LE - pe feddan. The additicnal tax that. will

be imposed on basin land which has been converted to perennial irrigation
m-ay be about tE 2 per feddan. Thus the total additional government revenue
from 1.3 million feddans of newly irrigated land and 670,000 feddans of
conmerted basin 1-'nd will 1+im.-xl-T approximate ;E 6.5 mi5llion per year

As a result of the increase in production and export of rice and cotton, on
which export taxes are levied, the tota ' mount of export taxes collected
may also be higher by about BE 1 to 2 million per year.

Additional revenue will also be derived from the sale of public
land -which w"ll be p-ut ulder -irigation. Hw much of such land wiMl be sold
will depend on the ultimate selection of areas for irrigation, but it may
well be considerable. In View of 4the lack of information regarding the amount

of public land likely to be sold and the price that will be charged, no cal-
culation has been made of the income accruuing to the government on this amount.
However, it may well exceed BE 25 million.

The net cash income from powver based on a rather conservative esti-
mate of tne power rate which could be charged will, as pointed out pre-viously
in the report, rise ultimately to around BE 15.5 million per year. This sum
is net of operating and maintenance costs, but inclusive of the cash reserves
for depreciation which in principle are available for debt retirement.

The savings in government expenditures resulting from effective
flood control have already been estimated elsewnere in this report at about
LE 1.5 million per year.
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Thus when tne project comes to full fruition the total annual in-
crease in government revenues plus savings in government expenditures would
be about iZ 25.0 million quite apart from the proceeds of possible public
land sales. From this sum must be deducted the cost to the government of
maintaining the dam and maintaining and operating the necessary drainage and
irrigation works which has already been estimated at about BE h.0 million.
The net improvement in the government's financial position resulting directly
from the project would accordingly be around BE 21 million.

As in the case of the economic benefits, the financial benefits will
accrue in the main only after the completion of the dam, i.e. after ten years.
Their incidence in time may be set forth roughly as follcws (in LE millions)?

Table 23

Years after Beginning of Construction

5 10 Ultimate

Receipts from agriculture 1,5 3 a/ 8.0
Income from power _ 5.6 15.7
Flood control savings - 1.5 L 5

Total 1.5 10.1 a/ 25.2

a/ Subject to upward revision if more water can be stored behind
the cofferdam.

By comparison with the econcmic benefits; the increase in government
income derived directly from the additional agriculture will be extremely
modest as Iong as the nresent system of taxation is maintnined. Taxes on
agriculture have always been light, and most of the government revenue from
agricumltmure accrues indirectly throuigh taxs on tradej finanre and industry

whose income is largely dependent on agriculture. On the other hand, the
notential net cash revemnies from power are lArge. MnreAvner- since they will
not be commingled with tax receipts, they can be more easily used to retire
deht: rontrnPetd iin Conn,.+Ann with +the Sadrd ol-Aali nrv'nigi-+. Tn a i r,cedi'

section of this report it has already been shown that of the government
ehnarm*- a wholeale rate of 4 milliemes per .e , the r.et cash 4r"'ome over a
15-year period would be sufficient to pay off a debt of LE 101 million, equi-
valent. +n +.'he inzestmen.t in poer o aci ite8 an.d still leavre a supluses
timated to be LE 74 million.

The question arises, however, whether government revenues from the

In examining the possibility of retiring such loans it should be pointed out
+li u+ +idating w a few d ecades. Apat fo t_h-e +vestment in powserl mosP-sV .44 ~ .0 , J a-U A'WA U%v4 13 E; vilu uvLIur v s .IVE I.IIt:Js AAL _L 

liquidating within a few decades. Apart from the investment in power, most
Of111 wich hasc t aLL more -LVI L."=e ie and al.l of whichel could easi.Lly be paidu off
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within 15 years, the project will continue to serve the economy for an
indefinite number of years. With proper maintenance, Sadd el-Aali will
be able to supply irrigation water for centuries. In other words, as a
counterpart of any debt contracted for the project the government will
have an asset of great and enduring value. At the higher level of national
income which the project will make possible, the government can carry a much
larger public debt than at present.

The debt contracted for the project cannot, of course, be expected
to have a maturity equal to the life of the project. It has already been in-
dicated that the cash income from power would be sufficient to retire a debt
of at least LE 101 million which would more than cover service on the foreign
loan or loans of LE 70 million whnich, it has been assumed, would be contracted
for the project. The domestic debt, insofar as it is not paid off from net
power revenues during the first 15 years after the comple-tion of the dam,
would presumably have to be refinanced, particularlv since this debt would
carry shorter maturities, namely 10 to 15 years, than the foreign debt. Thus,
during the 15 year period when the LE 101 million investment in power is being
paid off, the government may have to meet maturities on part of the remainder
of the debt or, as a minimum, will incur the interest charges on this remain-
ing debt. After the initial 15 year period the net income from power would
become available for the retirement of the remaining debt, thus gradually
eliminating the need for refinancing.

The government's total tax revenues are likely in the future to be
sufficient to service a rather large debt. It has already been indicated
that Egypt's national income will probably be at least 55% higher than at
present when the full fruits of Sadd el-Aali are realized. On this basis
it can be expected that the governmernt's tax revenues would, as a minimum,
be 50% greater. These additional revenues will, of course, be largely used
to finance an inevitable intervening expansion of government services. The
regular government budget (exclusive of receipts and expenditures of public
enterprises), out of which debt service will for the most part have to be
provided, would then total approximately BE 300 million. Within this total
it should not be difficult to provide for additional interest charges of about
BE 6.h million and sinking fund payments of perhaps another xE 3.6 million to
provide a reserve for debt retirement when and if that should become necessary
or desirable. A total annual financial charge of this dimnension would repre-
sent only about 3% of the government budget.
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The project represents the most feasible ard economic method of obb-
taining a very large volume of over-year storage of heretofore wasted flood
waters of the Nile River which is essential for expanding crop production*
The location is the most suitable on the Main Nile for a project of this
nature and is strategic for full flood protection of Egypt. A valuable as-
set in electric power will also be developed by the project.

Water, rather than land_ is the limiting factor for agricultural pro-
duction in Egypt. The cropped land available for the large and rapidly ex-
pandina agrarian nopulation in 1953 was only 0*70 feddans per head as com-
pared with 0.90 feddans in 1927. The increase in population in Egypt, now
at a rate of about 2G5% per vear. makes it essential that additional irri-
gation supplies be developed.

The design of the project is sound and the estimated cost and con-
struction schedule is reasonable. The benefits to be derived from the
project justify the costse

The reservoir capacity of the project is the optimum obtainable. The
desipn &anacity wounild prov:ide regulation of the Nile for a minimum draft
approximately equal. to the average river discharge for the past 55 yeats6
Furthermore, in,wPas -iD design capacity vxouzld rapidlv approach the limit
of diminishing returns because of the increased ratio of evaporation lossesb
These losses for the selected resenroir voli-ime- althoajgh large in artual
amount, are in fact less in proportion to the storage obtained than for any
other reservoirs on the e-y -m

Of the vaious schemes proposed for anrnuai rgulation, rad-el-.Aa14
is unouestionably superior, since other proposed annual storage reservoirs
would even in th,e aggregatC have insufficie1ndt storage capaci ty because 1

the other reservoirs that have been proposed would not even in the aggre_
gate WIV1 avilabUe .or L -VI-f.L8ULU1 asL riLacl water as Sa1dA el-Aa'L.

Thile project is consistent -with, and would be an effective contrU>ib-
tion toward the sound development of the PTile Basin as a whole. It provides
basicall-y annuval storage and thus is not a substitute for the Centur Storage
scheme which is designed to regulate long wet and dry cycles. The two are
thLerefore com-plementary.

The soundnMess of the -project, however, is dependent or, certdin
conditions:

a. There should be a satisfactory agreement between Egypt and
the Sudan ( o) fOr the dIvIsion of water -esruiaces af±u-r
development by the project, and (:i) for relocation of
population displaced by the construction of the reservoir.
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b. The Government of Egypt should make satisfactory arrangements
or provision for the finances needed for the completion of
the project and of the additional facilities required to
assure the successful utilization of thie water and electric
power resources developed.

c. The Gaoermient should initiate a program leading to the
selection of areas to be irrigated in a way which will ensure
the maximum economic return from the additional water made
available by the project.

d) The Government should devise policies and legislation which
would ensure that the Drivate investment necessary to reclaim
the new lands would be forthcoming.

e) In addition to the consultants already selected for the civil
-orks portion of the project (Sir Alexander Gibb anid Partners),
properly qualified consultants should be selected and given
responsibility for technical supervision of the other phases
of the project. The services of all consultants should be con-
tinued throughout the construction Period, and should include
the preparation of plans, specifications, bidding documents,
analysis of bids and sunervision of construction.

f-. areat etare should 'h e:ercised in selentin Onualified prime
contractors for construction.

g. The International Board of Consultants should, in accordance
*r th present plans, be conmti.n.ued d1uring the period of design
and construction of the project to provide needed advice on
-- 1 V AL-a-l Anon n - -, cosruto rsA e-A s and *usual +n .nic5

problems that may develop during execution of the project.

h. The Government should take steps to establish an approrriate
Dower a,utho-r-ty to ta-ke chiarge of vie urans,ission anXd sa-le

of electric power and integrate it into an overall suoply for
LAAh -- co ar, 1.der markelt LLA i.ng and 4tariff4 arrangema;t yvich 11VVL.".

assure its most effective utilization under sound business
managemLento
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APPEINIX 4T

FORE,CAST A

GROWTH IN Jt LO0X O AND 'zCIAL SALES

(Columns (2) to (9) inclusive, kw thousands; colunn (10) kwnih miiillions)

Electric Peak Government
Exclusive of ConVersion oJ' amp_ng for 50/s
Irrigation & ilewv Industrial Mechanical to Total Commercial Irrigation & Fertilize Tlotal P'eak Commercial Peak Total Commercial

Year Dxxi&gt Pea _ _- lectrical Peak Dra: __age _ Plrt'Pear jols. S. 6 ?J 7) (3/2 Co'iL) .6) ales

(1) (2) (3) (a) (5) (6) (7) (8) (9) (10)

1953 257 257 15 272 129 1.130

1954 268 26i8 15 283 134 1,174

1955 285 285 16 301 145 1,253

1956 304 4 3(8 16 32.4 154 1,349

1957 323 8 331 16 347 166 1,454
1958 344 16 360 17 377 180 1,577
1959 367 33 400 17 417 200 1,752
1960 391 52 443 18 150 611 222 1,9,45

1961 417 71 488 18 150 656 244 2,137

1962 444 92 5'36 18 150 704 268 2,3L48

1963 476 114 590 19 150 759 295 2,5B4

1964 508 137 20 66 5 19 150 834 333 2,917

1965 541 163 40 7144 32 150 926 372 3,259

1966 576 189 60) 825 44 150 1,019 413 3,618
1967 614 218 80 912 66 150 1,128 456 3,995
1968 653 250 100) 1,0(3 88 150 1,241 502 4,393
1969 696 282 12(0 1,098 110 150 1,357 549 4,765

1970 741 317 140 1,19'8 132 150 1,L79 599 5,247

1971 739 354 160 1,3(3 154 150 1,6C06 652 5,712

1972 841 392 180 1,4413 176 150 1,738 707 6,193
1973 895 434- 200 1,5,29 198 150 1,877 765 6,701
1974. 953 478 220 1,651 216 150 2,017 826 7,236

1975 1,016 526 240 1,782 232 150 2,164 891 7.805

Assu,mptiOn: Use increases at rELte of 6-1/25, per annum, doubling Ln 11 years: that 1953-5 mechanical peak- will be converted to electrical 1964-75; that

Government irrigation and Tpujmping will be as forecast by iP1w.



APPflDIX III

F0Q&&ALT B

00.3;H IN PEA LOAI) ID MCI SAL

(Columns (2) to (8) inclusive, lcr thouLsands; column (9) kwh millions)

Conavers'Lon of Governzent Total Poek
Electric Peak Mschani oal Pumping for Including 5051a Commercial Totsl] Comnerciial
ExcluLsive of Power to Total Co=mercial Irrigation & Fertilizer Peak (Excludes Sales (Excludes

Year mInkaa&z IknLstrial I'eak Electrical P _ eak _ Dairi< _ PLant _ hrill . FertePItil.lize .
tiP (2) (3) (4) (5) (6) (7) 78) (9)

1953 117 140 257 15 272 129 1,130
19j4 :125 149 274 15 289 137 1,2001955 134 15;8 292 16 3CC 146 1,279

19'i6 :L45 16 313 16 329 157 1,375
19i7 i56 1719 335 16 351 168. 1,472
19'i8 168 1590 358 17 375 179 1,5681959 L80 202 382 17 399 191 1,673
*1960 193 21.5 408 18 576 204 1,787

1961 208 29 437 18 605 219 1. ,918
1962 ;724 243 467 18 635 234 2, 0501963 :240 25;9 499 19 668 250 r2,190
1964 258 275 20 5553 19 712 277 2,427
1965 277 252 40 609 32 791 305 2,672

1966 298 311 6o) 669 44 863 335 2 935
196!7 320 3311 80) 731 66 947 366 3,zo6
1968 :345 351 100 796 88 1,034 398 3,.486
1969 370 374 120) 864 1.10 1,124 432 3.784
197'0 i4O 397 140 937 132 1,,219 469 4,108

1971 1430 422 160 1,012 1,54 1,,316 5o6 4,433
1972 1462 448 180 1,090 176 1,416 545 4,774
1973 500 477 200 1,177 1.98 1,525 589 5,16o
19714 542 507 220 1,269 216 1,635 635 5,563
1975 '585 540 24t 1,365 2.32 1,747 683 5,983

Column 13) - 1953 indastrial peak iwas 140,000 IkW, and In addition ildustry had a mechanical reEk: of 250,000 kW equilvalent (out of 514,000 kW
equivalent installed.). Txins tota:L indLLstrial energy used 1953-55 was 390,000 kW ecnuivalent.

Colver I(7) - Includes 150,000 kW after 1960 for fertilizer plant.

Assumption: In period 1955-75, public utility uses (other than industry) will in1crease 5 fold and industry use will dorble. Government
irrigation and drainage according to schedule forecast by Minister of P1bllc Works.
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Summary and Conclusions

1. The present surplus of extra long staple cotton is likely to
continue at least until 1965. Basic to this conclusion is the anticipated
substantial increase in the Sudan's production of extra long staple cotton.

2. Although world Droduction of extra long staple cotton represents
only about 5% of total cotton output, it is of significance to the economies
of Egypt, the Sudan, and Peru. Output of extra long staple cotton rose
steadily from the 1953/54 crop year to the 1956/57 season at a compound
rate of over 11%. Production in 1965 is estimated at slightly over 1.6
million bales with the only substantial increase in output expected to
take place in the Sudan, assuming that the Sudan will continue to em-
phasize extra long staple cotton rather than shift to upland varieties.
Production in Egypt is expected to decline from present levels while
increased output in Peru and the United States will be smaller than in
recent years.

3. Estirm+ates of cogu Emtion of extra long staple cotton center around
three possible gro^th rates. A rate of 17% represents the estimated growth
rate for consumption of cotton as a whole for those countries, mostly high
income countrles, which represent over three-fourths of world consum;ption of
extra long stc.le cotton. There is reason to believe that in these ccuatries
consu,mmtion of extra long staple cotton will rise faster than consumption of
cotton as a uhole, perhaps at a rate of 2.9,, i;hich is the estimated growth
rate for aggregate fiber consumption in the same group of countries. This is
believed to be a more realistic level for extra long staple cotton than 1.7%.
However, a growth rate of double the lower limit would be necessary ff con-
sumption is to be in equiJibri-Tm with production in 1965. WVhile this might
be attainable under highly optimistic circumstances, involving continued
increases in exports of extra long staple cotton to the Soviet Bloc and re-
lative stability in prices of the extra long staples in the future, on
balance it is unlikely to occur unless the price of extra long staple cotton
were to fall substantially.

4. In forecasting the price of extra long staple cotton in 1965 two
assumptions are made with regard to Sudanese cotton production. Under the
first assumption the Sudan would utilize all of the irereased irrigated
acreage to grow extra long staple cotton. Under the second assumption, the
Sudan would utilize only a part -- perhaps 50% - of the increased acreage
for extra long staple cotton. On balance it is our judgement that, although
in the medium term the Sudan might utilize all of its increased irrigated
acreage for extra long staple cotton, the substantially lower pric6 level
which would result from such a development - perhaps to 38 cents per pound
-- will lead to a partial shift to the medium staples, bringing with it a
recovery in price. Under such circumstances a reasonable price forecast
for the mid-1960ts would place the price of extra long staple cotton at
around 45 cents per pound for Egyptian Karnak (c.i.f. Liverpool), with
Sudanese Sakel perhaps 10% lower.



THE PROSPECTS FOR EXTRi LONG STAPLE COTTON

The purpose of this paper is to analyze recent developments and fu-
ture prospects for extra long staple cotton. Although extra long staples
(generally defined as having a staple length of over 1 3/8 inches) repre-
sent only 5 per cent of total cotton production in the free wnorld, they
are of significance to the economies of the three largest producers of
this type of cotton - Egypt, the Sudan and Peru.I/ Together vith the
United States, the fourth major producer, these countries account for 98%
of total world output of extra long staple cotton.~/

There is a degree of interchangeability in use between extra long
staple cotton and upland types when price incentives for such substitution
prevail, but extra long staple cotton is also used for different purposes
than upland cotton. The fineness and high tensile strength of extra long
staple cotton make it desirable for sewirng thread, fine Quality fabrics
such as poplins for fine quality shirts and dress goods, lace and type-
writer ribbon. Ihere is also a significant degree of interchangeability
in so far as production of the two types is concerned. Upland cotton can
be grown on the same land as the extra long staples, and, if adequate water
is available, the reverse is also true.

1. Recen2t 3evelopments

a. P-oduction

Post-'Uorld 'Jar II production of extra long staple cotton has been
characterized by marked fluctuations although the-e was a steady rise in
production in the three seasons following the 195,/54 crop year (Table 1).
Due to an abnor=ally small crog in the Sudan as a result of disease i.nd
Insect damagae, 1-orld output during thi 1>57/58 crop y~_r is estimated at
1,555,000 bales L/, about 50,000 bales less than during the previous sea-
son. Growth between the 195/V54 and 1956/57 crop years was at a conpound
rate of over llo.

j During 1954/55 - 1956/57, Egypt accounted for 48%o of the crld's
output of extra long staple cotton; the Sudan 38%S; Peru 8%; and the
United States 4%.

Egyptian extra long staple consists mostly of a variety known as
Karnak and to a lesser extent, but growing in importance, ilenoufi.
Sudanese extra long staple cotton consists mostly of the Sakel
variety and to a lesser extent, the Lambert variety. ivost of the
Peruvian extra long staple cotton is the Pima variety, but there is
also some Karnak production. In the United States extra long
staple cotton is referred to as tmerican-Egyptian cotton; the
variety currently planted is technically know-in as Pima S-1.

All references to bales in this paper are to bales of 478 pounds
net :ieei-ht.

- 1-
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Table 1: Production of Zxtra Long Staple Cotton, 1947/48-1957/58

(in 1,000 bales of 478 pounds net weight)

United
Crop Year/ Egypt Sudan Peru States Others Total

1947/48 302 225 25 1 4 555

1948/49 515 269 28 5 8 821

1949/50 750 284 73 4 9 1,120

1950/51 593 405 37 62 20 1,117

1951/52 64,7 195 28 46 24 940

1952/53 925 345 55 94 15 1,454

1953/54 507 365 46 65 22 ,005

195'4/55 551 54o 79 41 27 lgGn8

1955/56 552 590 77 42 59 1,120

1956/57 614 585 107 50 30 1,386

1957/58W 808 320 90 85 342/ 11,05

v Beginning august 1.

/ Preliminary.

j Two-thirds in h;den; balance in British West Indies and Italian
Somaliland.

Source: International Cotton Advisory Committee



These fluctuations find their origin in a number of circumstances.
Extra long staple cotton production has responded to international devel-
opments. Thu2s increased demand during the Korean conflict, particularly
for stockpiling operations and for military items, resulted in the price
of Egyptian Karnak cotton reaching a peak of $1.15 per pound and of
Peravi n Pima a peak of $1.06 per pound, both c.i.f. Liverpool, in IMarch
1951.1/ Cotton production in Egypt and Peru increased 56% and 49%.
respectively between the 1950/51 and 1952/53 seasons.

Similarly in the United States a purchase program was instituted
under w:hich the Government bought all extra long staple cotton tendered
to it for as much as :1.10 per pound. Production rose by 51% between the
1950/51 and 1952/55 seasons.

When the increased demand of the Korean conflict disappeared, the
United States and Egypt instituted acreage controls. The United States
discontinued its purchase program. Between the 1952/53 and the 1955/56
seasons, extra long steple cotton production in these two countries de-
clined by 5/o and 40%. respectively.

Extra long stanle cotton production has also responded to more re-
cent events. Increased exports of Egyptian extra long staple cotton to
the Sovietv Bloc and then the Suez crisis, resulted in tne United States-
prowluced va-lety, normally highler priced t?an other groTlths, becoming
fully competitive both domestically and in ;crld markets, as prices for
the Karnak, Sakel ard. Pima varieties rose significantly. This situation
led to the liquidation of virtually the entire in-ventory of Commodity
Credit Corporation stocks of extra long staple cotiton and the United
States become an exporter of this type of cotton in substantial quanti-
ties for the first time since World War I.i! ' With a significarnt reduc-
tion in stocks, acreage restrictions on the 1957 crop of extra long
staple cotton were relaxed and 1957 output in the United States is the
third highest since 1920.

Production in the Sudan and Peru has not been subject to Govern-
ment restrictions. As a result there has been almost a steady increase
in extra long staple output in these countries until the present
(1957/58) crop year. Production in both countries will be below the peak
levels reached during the 1956/57 season but in the case of Peru still
higher than in any previous year.

Karnak averaged 89 cents per pound c.i.f. Liverpool during the
1950/51 season and 90 certs per pound during the 1951/52 season.
Pima averaged 55 cents per pound during the 1950/51 season and
91 cents per pound during the 1951/52 season.

United States exports of extra long staple cotton have not been
put on a subsidized basis as has been the case with upland cotton
exports.
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Increased production in the Sudan and Peru has been the result of in-
creased acreage and, to a lesser extent, of higher yields (Table 2). Acre-
age devoted to extra long staple cotton in the Sudan increased by 55%
between 1950/51-1951/52 and 1955/56-1956/57; in Peru the increase was 100%.
Yields in the Sudar. increased by 21%o in the ss.ie period ~und in Peru by 41%.
A reduction in both yields and acreage accounted for the decline in produc-
tion of extra long staple cotton in Peru and the Sudan in 1957/58.

Table 2: Acreage and Yields of Extra Long Staple Cotton

1950/51-1957/58

(in 1,000 acres; yields in pounds per acre)

a/Urited
Crop Year_ Egypt Sudan Perut States Others Total

Karnak iEenoufi Sakel Pima/ American- j
Karnak Egyptian

.-.creagfe

1950/51 709 60 392 60 105 38 1,5 62
1951/52 747 147 357 50 64 77 1,442
1952j,-;5 969 32 415 7!, 107 44 1,642
1955,'54 495 17 452 92 42 1,181
1954/55 581 37 415 8j A 61 1,215
1955/56 816 55 414 1 00 41 70 1,496
1956/57 631 166 597 120 44 72 1,627
195 7 ,/5 8/ 630 327 515 112 82 741/ 1,740

Yields

1950/51 568 585 494 295 298 221 592
1951/52 549 524 261 268 354 153 312
1952/53 459 515 397 350 425 14o 417
1953/54 470 609 586 259 34o 255 407
1954/55 4oi 568 392 444 589 210 4oi
1955/56 287 535 450 368 500 252 551
1956/57 s35 495 469 426 585 199 407
1957/58h/ 317 570 297 586 482 2211/ 366

a/ Beginning August 1.

S/ Preliminary

*/ istimated.

1/ See Footnote C4 Table 1.

Source: International Cotton Advisory Committee



b. Stocks

Aggregate carryover stocks of extra long staple cotton in producing
countries on August 1, 1957 were the highest since 1955. Together with
increased output during the present crop year, aggregate supply in produc-
ing countries of 2 million bales will be the highest on record, an 11D in-
crease over the previous season.

Not included in these figures, but an important factor in the extra
long staple cotton situation, is the planned disposal by the United States
Government of its stockpile of extra long staple cotton accumulated during
tne Korean conflict.-! A total of 269,000 bales was in the stockpile;
50,000 bales of this total were released for sale in July 1957 by Act of
Congress. If Congress approves, the balance will be sold over a five-year
period, retroactive to August 1, 1957, with the 50,000 bales already
released included in the first yeart s disposals. The disposal plan speci-
fies tlhat sales for export will not be made at a lower price than for
domestic use and that the minimum price ajt which the stockpile will be
sold will be ll0',o of the support price.

Only the Sul.an of the four major producers had an unusual increase
in stocks at the beginning of the present marketing season. Stocks ir. the
Sudan on Avguct 1, 1957, ;7ere 2-< times the level of the previous vear and
more t-lan twice the average level of the period 1953-56. Egypt's stocks
were 1T0% of the previous year's level, bu-L cnly 64% of the average level
of 1955-56. Stocks in Peru and the United States, excluding the stock-
pile, were substantially below previous levels.

C. Consumption

The long-term trend in consumption of extra long staple cotton
would, of course, not move independently of consumption of all fibers or
of cotton as a whole. Nevertheless in the shorter term, despite incom-
plete consumption data, it would appear that consumption of extra long
staple cotton does not necessarlly follow the consumption trends for cot-
ton as a whole. For example, free world consumption of all growths rose
by 3% between 1954/55 and 1955/56; consumption of extra long staples rose
by 9%. Between 1955/56 and 1956/57 free world consumption of all grolwths
rose by about 4%; consumption of extra long staples declined by 11%.

This variation is due essentially to the sensitivity of extra long
staple cotton consumption to price fluctuations, which have traditionally

This is in the strategic stockpile and should not be confused with
CCC stocks.

For the 50,000 bales released in July 1957, sales are made at a
minimum price of 105% of the support price.
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been significant. This is sholwTn in Table 5, using data on Egyptian extra
long staples.

Table 5: Index of Prices of Egyptian Extra Long Staple Cotton, Liverpool,
1906-09 to 1935-57 and 1950/51 to 1956/57 a/

Sakelsh/

(1955-57 = 100)

Average 1906-09 102
" 1910-14 116
t' 1915-19 298
"I 1920-24 217

1919 j 496
Average 1925-29 183

13 1930-34 77
195 1/ 55
Average 1955-37 100

Ka rnakJ/
(l9,53/54 io00,

1950/51 210
1951/52 191
December 1951 c/ 235
1952/53 100
1955/ 54 100
Novemnber 1955 / 95
195-4/55 109
1955/56 118
1956/57 152

a/ Seasons beginning August 1.

Sakels Fully Good Fair; Egyptian production of Sakels virtually
ceased after 1941 and was replaced by Karnak.

High.

Low.

Karnak Fully Good.

Source: Liverpool Cotton Association price data and International Cotton
Advisory Committee.

Although the price elasticity of demand for cotton as a whole is
said to be relatively low, limited available data indicate that the
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opposite may be the case for the extra long staples. For example, consumption
of Egyptian extra long staple cotton in the United States has been markedly
affected by price changes when prices were above 55 cents per pound (Karnak
Fully Good, c.i.f. Liverpool). A 52% drop in price between 1951/52 and
1952/53 was accompanied by a 69%o increase in consumption; an 8.5%o increase in
price between 1954/55 and 1955/56 was accompanied by an 18% reduction in con-
sumption; an 11.5% increase in price the following season was accompanied by
a 61% reduction in consumption; and a 24% drop in price during the first four
months of the current season was accompanied by a 27% increase in consump-
tion.l/

As the price of the extra long staples rises, substitution by syn-
thetics and by the longer staples of the upland varieties occurs. In this
process extra long staple cotton has already lost out to synthetics in varying
degrees in such uses as thread, lace and gloves. Indeed the wide fluctuation
in extra long staple cotton prices in itself adversely affects its consumption
prospects in view of the significantly greater price stability for synthetics,
both the cellulosics and the newer non-cellulosics. This is of importance to
textile mills -which find that processing costs rise 7whenever changes are made
in the composition of fibers consumed at the mill. Table 4 shows the relative
fluctuations in prices using United Kingdom data.

Table 4: indez of Prices in the United Kingdom for Karnak Cottcn. Rayon
Viescose Staple, ard Rayon Acetate 1951/52 to 1956/57

(1951/52 100)

Season beginning Viscose Acetate
August 1 Karnak Staple Staple

1951/52 100 100 100
1952/53 61 105 82
1953/54 57 92 82
1954/55 63 92 80
1955/56 66 92 80
1956/57

August 80 92 80
September 80 92 80
October 83 92 80
November 85 92 80
December 85 92 80
January 85 92 80
February 85 92 80
March 84 92 80

Source: Based on International Cotton Advisory Committee data

j A similar situation apparently prevails with regard to Indian consump-
tion of Egyptian extra long staple cotton. Based on the same price
series as used above, it appears that the 52% drop in prices between
1951/52 and 1952/53 was accompanied by a 29% increase in consumption;
the 8.5% increase in price between 1954/55 and 1955/56 was accompanied
by a 26% reduction in consumption; and the 11.5% increase in price the
following season was accompanied by a 38% reduction in consumption.
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Similarly, extra long staple cotton is vulnerable to competition
from the longer staples of the upland varieties. The staple length of some
upland cotton may reach 1Z inches and over. In the U.S. annual production
of upland cotton 1 1/8 inches in staple length and over is roughly 500,000
bales, about 4% of total U.S. output. During the Suez crisis when Egyptian
and Sudanese extra long staples were high priced and in short supply in
certain markets, cotton mills in the U.K., which had been using these cot-
tons, switched in part to the longer staples of U.S.-produced upland cot-
ton.!/ The extra long staples primarily displaced were Sudanese Lamberts
which normally have a staple length of 14-l 3/8 inches.~/ In September and
October 1957, Sudanese Lamberts were selling in Western Europe at 48 cents
per pound; U.S.-produced upland varieties of comparable grade with a staple
length of 1 1/8-14 inches were selling in Western Europe at 37-42 cents per
pound. The latter prices reflected the U.S. subsidy on exports of upland
cotton.

In absolute terms, consumption of extra long staple cotton by free
world countries is estimated at 885,000 bales in 1954/55; 968,000 bales in
1955/56; and 857,000 bales in 1956/57.2/

Data on consumption in the Soviet Bloc are not available, bat sta-
tistios on exports of extra long staple cotton to the Soviet Bloc OThf a
growi.-- volum-e of trade, increasing by 129'7o between the average of 2950/51-
1952/55 and 1954/55-1956/57. Combined data on c^nsumption in the free
world and exports to the Soviet Bloc, shown in Table 5, giv4 the order of
magnitude of world consumption of extra long staple cotton.<J

They also switched to the U.S.-produced American-Egyptian cotton,
21,000 bales of which were exported to the U.K. during the 1956/57
marketing year.

Sudanese Lamberts are considered to be an extra long staple variety
although some Lambert output may be between 11 and 1 3/8 inches.

Data on the consumption of the extra long staples prior to 1954/55
are not available. However, exports of such cotton totalled
986,000 bales in 1952/53 and 1,159,000 bales in 1955/54. Of these
totals, 152,000 bales went to the Soviet Bloc in 1952/53 and
105,000 bales were exported in 1953/54.

Re-exports of extra long staple cotton by the Soviet Bloc to
Wfestern Europe have been reported, but not in quantities which
would appreciably change the totals of Table 5.
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Table 5: Consumption of Extra Long Staple Cotton in the Free World
and Exports to the Soviet Bloc, 1954/55 to 1956/57

(in 1,000 bales of 478 pounds net weight)

1954/55 1955/6196/57

Free Wlorld Consumption

Western Europe 551 585 5)4
Asia 203 255 178
United States 110 120 110
Others 19 5

Total 883 968 857

Exports to Soviet Bloc 148 258 275

Grand Total >i031 1,226 1,152

Source: international Cotton Aa`visory Committee data.

It is of interest to note that Egypt. is the only producer of extra
long 3taple cotton to have exported to ,.e Covie' Bloc ;n recent years,
except for minor exports by the Sudan.' 6Zypt's dependence on the Soviet
Bloc as a market for its extra long staple cotton has increased substan-
tially in recent years. During the 1954/55 season exports to the Bloc
represented 24% of Egyptts total exports of the extra long staples; during
1955/56 it increased to 40%; and during 1956/57 it increased further to
51%.

j Sudan exported 12,000 bales to the Soviet Bloc in 1954/55; 14,700
bales in 1955/56; and 14,000 bales in 1956/57. These exports
represented no more than 5% of Sudanese extra long staple cotton
exports.
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2. Short-term Prospects

The burdensome world surplus of extra long staple cotton now in ex-
istence can be expected to affect the proopects for this type of cotton.

At the end of the current marketing year on July 51, 1958, it is
estimated that the carryover of extra long staples in producing countries
will have reached about 1.0 million bales. Approximately 100,000 bales of
this total represent extra long staple cotton from the U.S. stockpile
which will be available for sale under current disposal plans during the
1958/59 season.

A total carryover of 1.0 million bales in producing countries would
be the highest stock level on record, 40% higher than the previous year,
about twice the average carryover in the period 1950-57, and about 85/o of
the estimated level of world consumption for the 1957/58 season
(1,100,000 bales).

The effects of this surplus on the price of the extra long staples
were apparent even before the beginning of the current marketing year.
The price of Egyptian Karnak fell almost steadily from January 1957 to
March 1958, reaching the lowest price for this variety almost since the
end of World War II.1/ Likewise the price of Sudanese Sakel fell during
1957 and early 1958 reaching by YMarch 195-8 the lowrest level since
,uust l94v The price of Peruvian Pima also fell, reaching a low
point in MWarch 1958, the lowest since January 1954.:1

Although the magnitude of the 1957/58 world surplus of extra long
staple cotton might indicate a further decline in price, any further sub-
stantial decline is not realistic for two reasons.

First, Egypt is not likely to let the price of extra long staples
decline precipitously. The recent decline in the price of Egyptian
Karnak has already made that variety fully tomxe-
titive in the world market. Stringent acreage restrictions could be im-
posed on the next crop. Shifts to medium staples would be emphasized.
Substantial stocks could be held by the Egyptian Cotton Commission to
assist the growers. Increased sales to the Soviet Bloc might be possible.

Fully good, c.i.f. Liverpool: January 1957 - 81.98 cents;
December 1957 - 51.95 cents; iarch 1958 - 45.38 cents.

G5S, c.i.f. Liverpool: January 1957 - 76.95 cents; December 1957 -
48.21 cents; iarch 1958 - 45.17 cents.

No. 1, 1 9/i6", c.i.f. Liverpool: January 1957 - 68.75 cents;
December 1957 - 54.34 cents; March 1958 - 45.75 cents.
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Secondly, as the price of the extra long staples falls, consumption
and stocks in consuming countries can be expected to rise. This develop-
ment may be intensified towards the end of the current marketing season
and during the 1958/59 season. Because of the current shortage of good
quality upland cotton, the price of such cotton has risen. As the price of
the extra long staples declines, and the price of the better qualities of
upland cotton increases, it is quite reasonable to anticipate some substi-
tution of the extra long staples for longer staple upland cotton. This may
already be in process. The price for Good Middling 1 5/32" cotton c.i.f.
Liverpool, an upland variety, had risen to 40.60 cents per pound in the
latter part of December 1957. Sudanese Lamberts, an extra long staple
variety, were selling at the same time for 40.43 cents.
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5. Prospects for 1965

a. Production Prospects

In the long-term the increase in the production of extra long staple
cotton can be expected to be proportionately greater than for cotton as a
whole. This is due in most part to a substantial increase In the Sudan,
which, by 1965, can be expected to become the worldls largest producer of
extra long staple cotton. Growth in Peru and the United States can be
expected to be lower than in recent years. On the other hand, extra long
staple cotton output in Egypt can be expected to decline substantially from
present levels and show only a negligible increase over average levels in
the period 1955/54-1955/56.

No one of the three major producers of extra long staple cotton
appears to have any advantage in production costs over the other two major
competitors. Production costs in Peru i^wrere estinated to be 19 cents per
pound for Pima cotton on newly irrigated lands.k The recent Bank mission
to the Sudan was given a figure of 20 cents per pound as a rough average
of costs of production of extra long staple cotton. It is believed that
Egyptian costs are of the same orde' of magnitude. Such cost figures,when
related to prices at which the cotfon is sold in world markets, explain
the profitable nature of extra lo:lg staple cotton production. This rela-
tionship also explains the inceroive to expand production, subject only to
limitations due to the availab-J.ity of irrigated land, the need for crop
rotation, and the usually greFaer return from the production of medium
staple, rather than extra loyg staple, varieties.

Egypt

Cotton acreage in Egypt is limited by the availability of water and
by the need to increase food production on available land as population
increases. Any increased acreage for cotton might be devoted in most part
to the medium staple farieties, the yields of wihich are higher than for
the extra long stapl-'s. The premium paid for extra long staple cotton has
not in recent years been large enough to offset the advantage to the grower
of the higher yields of the medium staples.2/ Only the construction of the
High Aswan Dam cSld increase acreage by more than a negli,ible amount;
this is not assumed for the next decade.

It is assumed that Egypt will continue to export substantial quanti-
ties of extre long staple cotton to the Soviet Bloc, from perhaps one-third

j IBBD Report on Quiroz-Piura Irrigation Project (Second Stage),
YNvrch 25, 1955.

The Egyptians are developing the Ilenoufi extra long staple variety
because it is higher yielding than Karnak. The difference in
yields is shown in Table 2. If Ikienoufi should replace Karnak as the
dominant extra long staple variety in Egypt, there might be an in-
centive to produce more rather than less extra long staple cotton.
However, the wider market for medium staples might be an offsetting
factor.
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to one-half of Egyptian production, about the same as in recent years.

The Sudan!!

A substantial increase in the production of extra long staple cotton
is envisaged in the Sudan. Upon completion of the Yanagil project, expec-
ted by 1964/65, an estimated additional 270,000 acres of land would be
gravity irrigated and available for extra long staple cotton cultivation.
An estimated additional 145,000 acres of land would also be available for
this type of cotton by 1965 for cultivation through pump irrigation. Using
an average yield of 450 pounds to the acre for production through gravity
and pump irrigation / and assuming that production through flood irrigation
will remain constant at about 20,000 bales, the average level during the
period 1955/54-1955/56, estimated Sudanese production in 1965 of extra
long staple cotton would be approximately 800,000 bales. This compares
with an average of 565,000 bales in the period 1953/54-1955/56 and 585,000
bales during 1956/57.

Apparently the Sudanese Government is giving no 3onsideration to the
possibility of future restrictions on the production of cotton as has been
done in Egypt and the United States. On the contrary, substantial addi-
tional acreage devoted to cotton is envisaged beyond 1965 if the Roseires
dam project is undertaken.

It is possible, however, that the .;dan will shift its emphasJ 3 from
extra long staples to upland varieties.>/ Tnis shift could result from a
number of factors. First, if demand for Sudanese extra long staple cotton
should not keep pace writh increasing production, there would be an incen-
tive to shift to upland varie4 es. Secondly, an incentive might Se pro-
vided when it is recognized th-at, as in the case of Egypt and the United
States - countries producing both extra long staple and medium staple
varieties on irrigated land - there could be a greater return to the farmer
through the production of higher yielding medium staple varieties than
through the extra long staples. Thirdly, Sudan's labor shortage for cotton
might become even more acute with increasing output. Upland varieties lend
themselves to mechanization to a greater extent than do the extra long
staples. Finally, until the Roseires dam is completed, the amount of water
available for the completed lbhnagil development might limit the period of

1/ Information used in this section comes primarily from the recent
IBRD and ICA missions to the Sudan.

93% of total production of extra long staple cotton in the Sudan was
through gravity and pump irrigation during the period 1955/54-
1955/56. Average yields during this period were 480 pounds for
gravity irrigation and 460 pounds for pump irrigation. Using these
yields for the acreage expected to be available by 1965 would mean
total production of 845,000 bales. A 10% reduction in these yields
would mean total production of 765,000 bales. Both figures include
20,000 bales through flood irrigation.

For alternative assumptions regarding Sudanese production of extra
long staple cotton see part 3, c., below.
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irrigation for extra long staples and cause a shift to upland varieties
which need less water.

Peru

Substantial increases in Peruvian extra long staple cotton output
have occurred in recent years with increased acreage resulting from the de-
velopment of irrigation facilities in the Piura and Chira valleys. New
irrigation developments become more costly as water is brought from longer
distances.

The only new irrigation project which is expected to affect the pro-
duction of extra long staple cotton in Peru by 1965 is the second stage of
the Quiroz-Piura project. The plans for the project anticipated that
approximately 50,000 acres would be devoted to extra long staple cotton
production when the project is complepgd in 1959 and that yields would be
approximately 565 pounds to the acre.- On this basis, the increase in
Peruvian extra long staDle cotton production would amount to 40,000 bales.
This would represent an increase of almost 45% over the 1957/58 season and
compares with a 100'% increase over the last 4 years.

United States

xtre long staple cotton production in the United States is condi-
tion,' to a considerable extent by production of upland cotton. When up-
land cotton is subject to stringent acreage restrictions, extra long
staple cotton becomes attractive to growers in the West. However, yields
for extra long staple cotton are considerably lower than for upland cot-
tor& in the areas where both are grown, and when acreage restrictions on
upland cotton are relaxed, the latter becomes more attractive.

Similarly, as upland cotton continues to move to the higher-
yielding areas of the West, production prospects for extra long staples
become relatively less favorable.

The growers of extra long staple cotton in the United States do not
envisage any significant increase in output over the long term from the
level reached in the 1957 crop year. Tney feel that, except in unusual
circumstances, as occurred during the Suez crisis, they will not be able
to compete in -world markets with the other producers. Therefore, their

1BRD Report on Quiroz-Piura Irrigation Project (Second Stage),
;Iarch 25, 1955. Yields of 165 pounds would be slightly lower than
average yields of the last five years. See Table 2, above.

Yields for extra long staple cotton in Arizona, the major producing
state, in 1956 averaged 699 pounds to the acre; in 1957 this had
declined to 592 pounds. Yields for all cotton in Arizona in 1956
averaged 1,108 pounds; in 1957, 1,097 pounds. Extra long staple
cotton yields in New ivkexico averaged 422 pounds in 1956 and 549
pounds in 1957. Yields for all cotton in New Mviexico averaged 797
pounds in 1956; in 1957, 629 pounds.
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market is essentially limited to the United States. Even in selling in
their domestic market, the United States growers face competition from for-
eign extra long staples, 95,000 bales of iwhich can be imported under the
annual quota. This is only 15,000 bales less than United States consump-
tion during the 1956/57 marketing year.

The United States growers feel that their long-term ability to pro-
duce and sell 85,000-100,000 bales of extra long staple cotton depends
upon a growing mar'ket in the United States. In order for demand to grow
and for substitution of synthetic fibers to be inhibited, the producers
feel that there must be stable prices at a reasonable level. For this
reason, the growers of extra long staple cotton are supporting a reduction
in price supports from the Dresent fixed level of 75%z of parity to 60%.

These growers are also quite unique in their desire to have acreage
restrictions continued, although relaxed as much as t'he law would permit.
The reason for this position is that the continuation of acreage restric-
tions limits production of extra long staple cotton to the existing
growers, who number only about 4,200. Their desire to restrict output to
the existing producers also tends to keep production to about current
levels.

U.S. Government policy with regard to exports of upland cotton
might have ar indirect effect on other countries' marketings of extra long
staple cotton. As pointed out on pages 7 and 8 above, substitution of
extra long staples by TU.D. Upland cotton has occurred. Such substitution
would undoubtedly not have occurred if the upland cotton were not exported
on a subsidized basis and if the price of the extra long staple cotton
had not been so high. For the future, however, it is not expected thlat
the U.S. will do more than maintain its current policy of being competitive
in the world market for upland cotton in order to maintain a "fair share"
of world trade. It is not expected that the U.S. will engage in full scale
price competition at the expense of other countriest marketings of upland
cotton.

U.S.-grown extra long staple cotton does not exercise the same in-
fluence on world prices as does U.S. upland cotton because the U.S. is a
minor producer and exporter of extra long staple cotton. The relatively
small quantities of extra long staple cotton exported by the U.S. are not
subsidized. The only significant direct impact which the U.S. could have
on the world market for extra long staple cotton would occur if the
strategic stockpile of 269,000 bales were to be made available for sale all
at one time. This possibility, as pointed out on page 5 above, is not,
however, envisaged by the stockcpile disposal plan now before Congress.

In Sumary

The foregoing analysis would indicate that production of extra long
staple cotton in 1965 could total slightly more than 1,600,000 bales,
distributed as follows, in thousand bales, as compared with 1957/58 and
tne average of 1953/54-1955/56:
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Average
1965 1957/58 1953/54-1955/56

Egypt 550 808 550
Sudan 800 320 365
Peru 130 90 67
United States 100 83 49
Others 34 29

Total 1,615 1,335 1,o4o

. level of 1,615,000 bales would represent a 21%o increase over
1957/58 levels and a 55%o increase over average output in the period
1953/5/4-1955/56. The latter represents a compound rate of growth of
4.5%.

It should be noted that production of 1,615,000 bales assumes
that the Sudan will no shift its er3phasis from extra long staples to
upland varieties and that Egypt will not increase its output of extra
long staples significantly over 1953/54-1955/56 levels at the expense of
medium staples or of food crops. The possibility of the Sudan using
only part of its increased acreage from the 1Ianagil project for extra
long staple cotton is discussed in part 5, c., below as one of t:-o al-

ter::ative assumptions.

b. Demand Prospects

In the projection of fiber and cotton consumption in the IBRD
paper, Prospects for Cotton, Report No. EC-62a, ky. 1958, it is con-
cluded that "world cotton consumption in the next decade or so may in-
crease at a compound rate of about 2.3% per year . . ." This conclusion
was based upon an analysis for the U.S., Canada, Western Europe, and
various countries of Asia and Latin Anmerica of population growth, per
capita incomes, the displacement of cotton by substitute fibers, and
aggregate fiber consumption.

Based on this methodology, an analysis of the demand prospects
limited to those countries which are the major consumers of extra long
staple cotton (U.S., ':.estern Europe, Japan and India, representing in
the aggregate 77% of world consumption) would show a lower limit in
growth rate of 1.7% and a higher limit of 2.9%6.1/ This is due to the

This conclusion is based on Table XXI of Prospects for Cotton.
Using data in tilis table, cotton consumption in the United
States, Western Europe, Japan, and India are weighted by consump-
tion of extra long staple cotton to get the lower limit. The
aggregate percentage increase in all fiber consumption in these
countries is used as the higher limit. The increase in over-all
cotton consumption, weighted by consumption of extra long staple
cotton, is estimated at 12.8% between 1955 and 1962. The in-
crease in fiber consumption in the same period is estimated at
22.3%.
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heavy concentration of extra long staple cotton consumption in the United
States and IWestern Europe (59% of world consumption) whiclh have the lowest
estimated increases in consumption of cotton as a whole or of fiber con-
sumption.

There is reason to believe, however, that the use of consumption
estimates of cotton as a whole, even though limited to those countries
which are the major consumers of extra long staple cotton, tends to under-
state consumption prospects for the extra long staples. In the United
States and the countries of Wlestern Europe, countries with relatively
high per capita incomes, the trend is towards the consumption of better
quality cloth. Therefore, it is reasonable to assume that in Western
Europe, where a 1% increase in expenditure is associated with an 0.7%6 in-
crease in the quantity of fiber consumption, there will be an increase in
the share of the total which goods manufactured from the extra long
staples will command.

Other evidence exists in the case of the United States, the only
country for which data on consumption of extra long stable cotton are
available over a long period. Consumption of extra long staple cotton in
the United States has increased at a faster rate than has cotton as a
whole. BetwJeen 1935-39 and 1952-56, consumption of the extra long staples
increased 57.5% while consumption of all cotton increased by 27.5%o. The
growt+h rate cver this 17-year period was 1.9% for extra long staples and
slightly over 1.4% for cotton as a whole.

Therefore, it is not unreasonable to conclude that the consumption
of extra lorng staples would tend to increase, not at the lower limit, but
rather at the higher limit, of the range of 1.7% (cotton consumption) to
2.9% (aggregate fiber consumption).

The growth rate, however, would have to be double the lower limit
of 1.7% for consumption to approximate production.i" This higher growth
rate, although quite optimistic, is attainable on the basis of two
hypotheses regarding price stability and consumption growth in the Soviet
Bloc.

As shown in Table 5, prices of extra long staple cotton have fluc-
tuated widely in the past. The substantially greater degree of stability
in prices of synthetics has resulted in substitution. If it can be
assumed that prices will be more stable in the years ahead, perhaps re-
sulting from an international commodity arrangement, which is technically
feasible for extra long staple cotton, the growth rate could be higher
than 2.9%. It is recognized, however, that even with stability, the
price level would have to be substantially below present levels for the
growth rate to be higher than 2.9,.

It should be noted that the difference in arowth rates for produc-
tion anc consurption bcti-reen 1955/54-195)/56 is due to differences
in levels during the base period. Production in 1953/54-1955/56
was 1,040,000 bales; consumption was 1,139,000 bales.
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The second hypothesis concerns cUnsuqption in the Soviet Bloc. If
the growth rate in consumpt-ion of extra long sta4le cotton in the Soviet
Bloc has followed thie increasing rate of exbports to the Bloc of this t½pe
of cotton (an increase of 129'1 between 1950/51-1952/53 and 1954/55-1956/57),
and if this grow.ith slhould continue, even at a ri,ore moderate rate, thle growth
rate for consumption of extra long staple cotton on a world-wide basis
could be higrher than 2.9,10.

c. Price Prospects

Price prospects for 1965 are obviously dependent upon the consunpt-
ion growth of extra long staple cotton (with a growth rate for conswnption
of 2.91O believed to be the nost realistic rate) and Lupon assui~iptions with
regard to production growtha in th,.e -,ajor producing countries.

Uncertainty -Tith regark, to production levels in tihe Sudam, and to a
lesser extent in Egypt, however, represents a r-ore difficult problem. For
purposes of price forecasts, tw-o assuaptions are •iiade -writh regard to Sudan-
ese production of extra lonrg staple cotton. nssunption I holds that the
Sudan -twill utilize all -ewly irrigated land resulting frora the `Iana-il
project to increase the production of ex+t,-a long staple cotton. Assumption
II would mean that only so;re of the new acreage will be used for extra long
staple cotton. Both assumptions keep EIgyptian extra long st-ale cotton
production constant at slighitly aL;ove the 1953/54-1955/56 average -,or the
reasons stated in part 3a,above. A tihird uossible as-umption to thle effect
thlat none of` th.e additional culti'vable aci,eage in the Sudar will be ased
for extra long staple cotton is not iiade becausG it 7.;.ould not bLe realis '"Ic
in the light of Sudanese plans or esti:,ated suplopl<-de;,iand relationships for
exltra long staple cotton.

Assumption I would meat cons,mqpti on of 1,515,000 bales oi extra long
staple cotton in 1965 at a grow-th rate of 2.9%a per annlum as co-m-pared withl
estinated prod.uction of l,61l ,000 bsles. This diseauiliorii 1 n is substantial
when considered together with tie stock level in 1965 wh,icnh would consist of
(a) the present level of stocks (estimated at about 1,000,000 bales in
produocers hiands on .August 1, 1958),(b) releases from the U.3. stockpile
during tle third, fourth, and fifth years of' the program (an additional
150,000 bales by August 1, 1961) and (c) any incremients to stocks res-ulting
from excess of production over consuqption between the present and 1965.
The stock level at the beginn-ing of the 1964/65 season on thiis basis would
theoretically exceed 2,000,000 bales. It is inconceivable that such an
unprecedented level of stocks - even when related to thle estii.ated consumpt-
ion level - would,in fact, occur. It is .;-ore realistic to aseume tuat
prices would fall to a level w. ichl would increase consurption, even at the
expense of the medium stale varietie and inhibit stock accumulation. In
the absence of known price elasticities of de~iand and ot the degree of
substitution between extra long staAle and upland cotton, it is not possible
to coiAoute the level to wizich the price would need to decline in order to
.old dowin stocks. It is possible, however, to look at previous prices for

extra long staple cotton and th'eir relations'hip to prices of upland cotton.
This relationship is quite 1pertLnent to a forecast of extra long sta,le
cotton prices in view of (a) tne interchan-.eability of production of th-e
two varieties in all areas wh-)ere extra long staple cotton is Lroum and (b)
the substitiUlon T,lich is kcnova to exist-altinouglh to an unknoim degree-
betwseen the cons-*umption of longer staple upland varieties and the extra long
stat-oles.
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As shown in Table 6, in the period frori 1906 to 1938, the price of
Egyptian extra long staples 1/ in Liverpool ranged froia 115;% (1922) to
232,% (1920) of American upla7d 2/. Both the maean and -edian differentials
for the entire period were 167,7 La ornly three years out of 33 was the
differential less than 133S; in only 5 years was it above 200,Q. In the
period 1935-38 the differential was 150o. During the 1953/54 .aarketing
season, a period betw^reen the Korean conflict and the Suez crisis, the
dilferential in Liverpool between the Egyptian extra long staples 3/ and
American upland cotton was 148.8%. 4i In February 1958 the differential
was 148/. a

Under Assumption I, wfith its substantial build-up of stock, it is
not inconceivable that the price of extra long staple cotton wrould drop to
as low as 133% of the price of upland cotton, or even lowvrer. A difierential
of 133% related to the estir!lated Liverpool lprice of £iddling 1 inch upland
cotton of 30 cents per pound, / wTould mean a price of around 38 cents per
pound for Eg-yptian Karnak Fully Good. The price of Sudanese Sakel, based
on traditional differentials, might be 10,' lower.

AssumTtion II would mean that the Sudan woild not put all of the
increased irrigated acreage into extra long staple cotton production, but
perlaps use only half of the additional acreage for extra long staple cotton.
Under this assurmtion, production in 1965 would total 1,415,000 bales, and
at a consumption grouth rate of 2.9% per annum, inuld be 100,000 bales less
than consurpt-ion. Stocks at the beginnin-. of the 1964/65 season would bear
about the -ar.e relationslio to consuption during the 1964/65 season (about
two-thirds of consamption) as stocks at the beginning of the current (1957/58)
season bear to esti:iated consumption during this season. There would be one
imiajor difference bet-reen the two seasons: during the currenit season pro-
duction is expected to exceed consumption by over 200,000 bales; in 1964/65
under Assumption II it is ex-Dacted thlat consumption will exceed production
by 100,000 bales. In the period betwreen the clurrent season and the 196a/65
season consuMtion could be expected to exceed production by relatively
small margins (an average of 4,',) during the last 5 years of the period.

On this basis it would be reasonable to ass-Lue that prices in 1965
can be expected to be somewfhat higher than current levels. Related to the
mean and maedian differentials betwoen extra long. staple and upland cottons
in the period 1906-1938 of 167j%, thie price for Egyptian hiarnal Fully Good,
c.i.f. Liverpool, would be around 48 cents per pound. Sudanese Sakel would
be about 10% lower. A more conservative estiiate iwould use the differential
of 150%,o resulting in a price of about 43 cents per pound for Egyptian Karnak.

3/ Sakel Fully Good Fair.
_2/ Mdiddling 7/8 inch.
3/ Karnak Fully Good.
I/ Mliddling 15/16 inch.

From Prospects for Cotton, E3RD Report -io. EC-62, April 1958. iAn
adjustment has been made in the price in relating the historic differentials,

based on 7/8 inch or 15/16 inch cotton, to 1 inch cotton.
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The supply-demand relationship In 1964/65 under the two assumptions,
compared with the current season, is shown in summaxy in the following
tabulation, in thousand bales:

1957/1958 196L/1965
Assumption I Assumption II

Beginning Stocks 672 2,200 1,030
Production 1,335 1,615 1,415
Consumption 1,100 1 , 5 1 5 bJ 1,515
Ending Stocks ,Ov 2,300 930
Price(US cents perlb.) 51.982/ 38, 43-48 d

a/ Includes 100,000 bales from U.S. stockpile.
bJ As pointed out in text, under this assumption consumption would likely

be higher and stocks lower.
2/ Average August 1957-March 1958 for Karnak Fully Good, c.i.f. Liverpool;

average price in 1arch 1958 was 45.38 cents per pound.
dJ Karnak Fully Good, c.i.f. Liverpool.

It is recognized that in the medium-term it is quite possible that the
present plans of the Sudan to utilize all of its increased irrigated acreage
for extra long staple cotton (Assumption I) will materialize. If this should
occur, prices could decline to the 38-cent level described above. The impact
of such a situation, however, could be expected to result in a partial shift
away from the extra long staples to the medium staples (Assumption II),
bringing with it a recovery in price. Under such circumstances, a reasonable
price forecast for the mid-1960's would be around 45 cents per pound for
Egyptian Karnak, c.i.f. Liverpool.
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Table 6 : iPr-ces of J .X. Uplaad Cottam Snd Ig>ptian
.&-tra i10-o 6taple Cotton in Liver ool,
1906/07-193U/39 ale 1950/51-1957/5b

Year berinning Upland Extra long Stap,iek/tra long Staple
August 1 (cents ,er lb.) (cents ?er lb.) as Fct. of Upland

l9C6 12.60 27.00 214.5
1907 12.73 23.82 186.5
L908 11.00 18.27 166.2
10C9 15.70 29.88 190.7

Average 19C6-09 13.02 24.74 139.5

1910 16.32 28.12 172.4
1911 12.63 23.33 184.7
1912 14.00 21.87 156.2
1913 15.08 21.35 141.7
1914 15.00 18.33 166.8

average 1910-14 13.81 22.60 163.8

1915 15.04 26.32 175.0
1916 2)4.72 50.99 206.2
1917 43.56 61.27 140.6
1918 39.46 54.56 138.2
1919 42.40 96.35 229.7

Ave--age 1915-19 33.04 57-90 175.2

1920 19.73 45.72 232.4
1021 20.19 33.97 168.8
1922 28.70 32.99 115.1
1923 32.99 39.35 119.4
1924 27.09 58.76 216.0

Average 1920-24 25.74 42.16 163.8

1925 21.82 40.47 185.5
1926 16.57 31.20 188.4
1927 22.65 39.38 173.9
1928 21.36 36.83 172.5
1929 18.44 29.44 159..7

Average 1925-29 20.17 35.46 176.0

1930 11.61 18.42 158.7
1931 7.54 10.69 141.1
1932 8.52 11.77 138.7
1933 12.47 16.73 134.1
1934 14.24 17.49 122.8

Average 1930-34 10.88 15.02 138.1

1935 13.50 18.99 140.6
1936 1)4.62 22.19 151.9
1937 10.31 17,06 165.6
1938 c/ 10.15 14.46 143.4

Average 1935-38 12.15 18.18 150.4
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Year beginning Upland Extra long Staple Extra long Staple
August 1 lb,) (ce s per lb.) as pct. of Upland

190 d 48,8c 115.76 237.2
19'I 43.44 105.01 2419.7
1952 38,20 55.27 144.7
1953 36.82 54.8o 148.8
.954 37.31 59.60 159.7

Average 1950-54 40.92 78.09 190.8

1955 32.95 64.65 196.2
1956 28.38 72.11 254.1
1957 e/ 29.26 53.84 184.0

Average 1955-57 30.20 63.53 210.4

a/PUddling 7/8 inch for 1906 to 1938; Hiddling 15/16 inch for 1950-57
b/Sakel Fully Good Fair for 1906 to 1938; Karnak iully Good for 1950-57
y'11 months
/ 7 rnonths
/ 6 months

Source: 1906-38: US Department of Agriculture, World Cotton Situation,
September 5, 1939

1950-57: International Cotton Advisory Comnmittee



R E S T R I C T E D

R e p o r t N o. AS'.-74b

FILE COPY

This report was prepared for use within the Bank. In making it
available to others, the Bank assumes no responsibility to them for
the accuracy or completeness of the information contained herein.

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

PRESENT ECONOMIC POSITIONAND PROSPECTS OF

THE UNITED ARAB REPUBLIC

December 1, 1959

Department of Operations
South Asia and Middle East

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed



CURRENCY EQUIVALENTS

Egyptian Region:

I U.S. $ - LE 0.345
1 LE - U.S. $2.8716

1 million LE - U.S. $2,871,600

Syrian Region:

1 U.S. $ - LS 3.58
1 LS - U.S. $0.279
1 million LS - U.S. $279,000

F EeddaI- - 1.038 acres - 4,200 m2
1 Cantar of lint cotton - approx. 100 lbs.



BASIC STATISTICS

(1958 figures, rnJl.ess otherv;ise indicated)

EG=I' SYRIA

Population (1957) 24 million 401 million

GNP, 1957 (rough approximation) LE 950 million -S 2,300 million
(p2,730 million) (G*640 million)

per head BE 40 (';115) ES 550 (!"'60)

Cultivated area 6.3 million feddans 11.9 million feddans

Cropped area 10.0 million feddans

per head 0.42 feddan 2.9 feddan
(0.61 in 1927)

percentage irrigated 100% 13,

Imports ;E 216.4 million ES 739 million
(3')621 million) ('R206 million)

per head I.E 9 (Q25.8) =S 180 (0'50.1)
o of GNP 25% 32%

Exports TE 161 million -S 432 million
(j4,62 million) (C'120.5 million)

of which cotton (including
yarn and piece goods) 74% 41%

to Soviet bloc
(as % of total) 44% 31%

Public finance 1958/59 (budget) 1,958/59 (budget)

Government revenues 1E 281 million IS 440 million
% of GN1P 30% 19%o

Mvonetary data (end of yrear) 1958 1958
@l 100)

Money supply 113 128
Bank credit to

private sector 154 114
Bank credit to

government (net) 494 135
Net gold and

foreign assets 50 71
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STThTRY AND CONCTUSIOIS

i. In February 1958 the Republic of Syria joined with the Republic
of Egypt to form the United Arab Revublic. The Egyptian Region and the
Syrian Region of the U.A.R. varyJ widely in economic structure. The Central
Authorities are working towards economic integration and steps have already
been taken in this direction. Howrever, until more is learned about the
manner in which the union will alter previous economic mechanisms and
policies in the two Regions, it is hard to discuss prospects of the TJ.A.R.
as a whole. This report therefore discusses the economy of eacn Region
separately.

ii. The Egyptian Region has ermrged in a relatively sound posit-ion
from the heavy financial strains im-posed by the conseauences of the
nationalization of the Suez Canal and, more recently, by the steep drop in
world Prices of long staple cotton. Admittedly, foreign exchange reserves
decreased substantially; freely available net foreign assets now amount
to some QE 114 million (about six months of imports) as commared to
J!E 270 million at the end of 1954. In addition, the net balance against
Egypt on payment agreement accounts,which stood at !E 11 million at the
end of 1954, had increased to XE 37 million by the end of June 1959. Also,
many changes were made in the exchange system; at present all imports pay
a premium of 27.5% above the official rate. However, serious inflationary
tressures were avoided and no significant balance of payments arrears or
large scale suppliers' credits were incurred. Over-all fiscal policies
have, on the whole, been prudent. Notwithstanding continued efforts towards
economic development, the large cash deficit of the Government during
1956/57, the year of the Suez crisis, changed to a surplus position in
1957/58; the recurrence of a cash deficit in 1958/59 was largely of a
temporary nature (cotton financing).

iii. In the next few years the maintenance of internal monetary
stability will nevertheless require careful financial management. There
is likely to be pressure to increase local development expenditures from
a level which in recent years has contributed to a continucus and substantial
drain on foreign assets. The necessity for financial stability is even
more pressing now that Egypt's ability to draw regularly on foreign
exchange reserves has been largely ex-hausted. However, assuming that the
authorities will be successful in preventing inflationary developments,
the country's m.edium-termn balance of payments prospects should not be
unfavorable, provided that the present industrialization drive gives
adequate results and the High Dam project will be executed. The resulting
increases in agricultural and industrial exports, together with
3cmo rise in the net foreign exchange receipts from the Suez Canal,
may in that case lead to a rise of Egypt's total foreign receipts on
current account by something liks 25% in the comirg seven to ten years, as
com.pared to foreign exchange earnings in 1958 of 1E 251 million.

iv. The basic long-run problems of the Egyptian Region have not changed
since 1955, the year when the previous Econoric Report was prepared. The
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relative stagnation in agricultural output in the face of a population
growth by sorm 2- 2'- per annur has by and large continued. Even if the
High Aswan Dam project is completed with reasonable sneed, and on
optimistic assumptions regarding further increases in agricultural
productivity, agricultural output cannot be expected to increase over
the next 20 years b-y much more than the anticinated rise in popvlation
during that neriod (about 50%), whereas employment possibilities in
agriculture would not go up proporlioniateJ.y.

v. Further industrialization - which is being vigorously promoted
by the Government through the Five-Year Industrial Plan - thus remains the
sole basis for any substantial increase in real per capita incore barring
unexpected developments in the mineral field or drastic changes in
technology. Yet, assuming that the Five-Year Plan will be reasonably
successful and that the sane Ywould apply to further industrialization
efforts - which because of the limitations of the internal market should
be priimarily oriented towards exoorts - it remains highly doubtful
whether Egypt's employment problem could be fully solved.

vi. The Syrian Region still has a substantial long-range development
potential, particularly in agriculture; no problem of population pressure
exists. However, this Region's immLediate internal and external prospects
are difficult. Inflationary pressures are already apparent, mainly because
the Ordinary Budget has been in constant deficit since 1955, partly due
to growing expenditures for national defense. This might develop
into a serious situation if the recently announced plans for general
economic development and for industrial devebopnent were carried out on
the scale and in the time now envisaged without compensating reduction
in other fields of expenditure.

viio Syria's foreign exchange reserves have fallen considerably in
1958, and are less than three months of imports during that year. This
development reflects the combined effects of a markied decrease in exports
(due to the failure of the 1958 cereal crop because of poor rainfall)
and of rising imports resulting from the inflationary pressures referred
to above. As in Egypt, therefore, there is need for careful management
of both internal and external finances.

viii. The disbursed and still outstanding external debt of the U.A.R.
(exclusive of debts incurred for military purposes) amounts to about
4224 million equivalent (91% Egyptian Region; 9% Syrian Region). In
addition, the Egyptian Region has unutilized external credits amounting
to $407 million equivalent and the Syrian Region unutilized credits
amounting to $140 million, bringing total unutilized credits for the U.A.R.
to ji547 million equivalent. These lines of credit, which are rainly from
Soviet bloc countries, were extended to meet import requirements for
deve'lopent purposes, including the Egyptian five-year Industrial Plan
and the first stage of the High Aswan Dam. Although these credits may not
be fully utilized, it is necessary to assume for the purposes of this
:eport that they will be drawn down completely, in which event total
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service payments of the ULA.R. would reach a peak of $88 million
equlivalent in 1963. This is around 10, of current foreign exchange
earnings for both Egypt and Syria. After 1967 the service burden on
present external debt and lines of credit (if utilized before their
respective closinc dates) would fall off rapidly.

1X. Service on the largfle Soviet bloc credits - payab'le in local
currency available for the purchase of Egyptian goods by the creditor
countryI - may prove to be soirewhat less burdensome than if the debt were
incurred wholly in transferable currencies. NevertheJess service on
the over-all debt, including that on military credits, would be heavy
during the early 1960's. In view of the reasonably favorable medium-term
balance of payments prospects of both Regions, however, there does a7near
to be some room for the assunption of additional debt for productive
purposes assuming that stable nolitical conditlons and sound financial
management continue to prevail.



THE UNITED ARAB REPUBLIC

1. On February 22, 1958, the Republic of Syria joined with the
Republic of Egypt to form the United Arab Republic. On June 14, 1958
the Government of the U.A.R. notified the Bank that by virtue of the merger
the United Arab Republic was a single member of the Bank. On July 18, 1958
the Executive Directors of the Bank decided that the U.A.R. be substituted
for Egypt and Syria on the Bankts records. Egypt is now officially called
the Egyptian (or Southern) Region, and Syria the Syrian (or Northern)
Region.

2. The two Regions differ widely in their characteristics. In Egypt
there is heavy pressure of population on agricultural land, all of which
is irrigated. In Syria the population, 17% of the Egyptian, occupies a
cultivated area that now slightly exceeds the cropped area of Egypt; and
only 13% is irrigated, the rest being under dry farming. Syrian agriculture
fluctuates widely in yield because of variations in rainfall from season
to season, while fluctuations in agricultural output in Egypt are small,
affecting principally crops requiring water during the low flow period of
the Nile. National income per head in Egypt is equivalent to apnroximately
$115 while in Syria it is about $160. In 1957 imports per head in Egypt
were equivalent to $22 or 19% of national income, while in Syria they were
equivalent to $41.5 per head, or 27% of national income. Also in 1957,
budget revenues in Egypt were about 27% of national income while in Syria
they were about 14%.

3. The central authorities are working toward economic integration
of the two Regions. In October 1958 a new government structure was established,
extending the principles of central direction to all the economic ministries.
As a result the iiinistries of Economy, Communications, Supply, Agriculture
and Agrarian Reform, and Industry all have central cabinet ministers.
A single Civil Aviation Administration has been established, as has a
General Authority for Petroleum Affairs.

4. A unified Budget for the Republic has been established. Its
revenues consist of contributions from the Egyptian and Syrian Regions 1/,
with Egypt contributing almost 60% of the total. Expenditures from this
budget are for the Presidency, the National Assembly, Foreign Affairs, and
National Defense. The Ordinary and other Budgets of the two Regions still
carry the expenditures for social and economic purposes, such as health,
education, public investment, etc.

5. The Central Bank of Syria and the National Bank of Egypt have
so far retained their separate characters without merging their resources.
Arrangements have been made whereby, within limits, a resident of the

I/ These contributions have been treated, in the subsequent discussions
of public finance, as part of the budget expenditures of the respective
Region.
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Syrian Region can obtain bank credit from the Egyptian Region under the
guarantee of the Central Bank of Syria, and vice versa. In September, tio
decrees were Dromulgated under which all foreign banks and insurance
undertakings in Syria must within 5 years be registered as U.A.R.
joint-stock companies. The new regulations are similar to but somewhat
different from the Egyptianization laws on banking and insurance introduced
in Egyypt in 1956. However, the monetary policies of the two Regions still
remain distinct and it has been officially announced that unification of
the Syrian and Egyptian currencies will not occur in the near future.

6. Customs daties between the two Regions have been eliminated and
their customs administrations are being unified; there is conplete freedom
of movement of trade between the Regions in commodities originating in
either Region. So far, the foreign trade policies of the two Regions
remain distinct; those of Egypt being based on stronger control over
foreign trade and payments than applied in Syria. The year 1958 and the
first half of 1959 saw a sharp rise in trade between the two Regions.
(Table 30).

7. The exports of the tvo Regions are not competitive with one
another in world markets; both export cotton, but Syrian cotton is of American
quality whereas 'the greater part of Egyptian cotton is long staple. Syria
exports cereals including wheat while Egypt imports wheat; however Syrian
wheat is of a different type than that customarily imported by Egypt - being
better for such products as macaroni than for bread making.

8. Despite the heavv pressure of population on agricultural land in
Egypt, it seems unlikely that there will be massive migration to Syria, at
least not in the foreseeable future; the Egyptian people have always shown
a great attachment to their land and their country. iHowever, some interchange
of people possessing special skills and abilities may well develop, to the
benefit of the recipient Regions. This could be true in the technical and
managerial levels of industry, commerce, transport, etc., as well as in
government administrative services.

9r Until more is learned about the ranner in whiich the union between
Egypt and Syria will alter previous economic mechanisms and policies in the
two Regions, it is hard to discuss the prospects of the U.A.R. as a whole.
If economic integration were to remain loose, the prospects for the U.A.R.
would be essentially the same as those of the two Regions. Close economic
integration, however - so that the Central Budget of the Republic assumres
major economic significance, the exchange systems become identical or almost
so, all trade agreements are apnlied to both Regions and a single currency
unit is established - would involve basic prior and consequential changes
of economic mechanisms and policies in one or the other Region, or both.

10. This Report proceeds to discuss each Region senarately, follolwed
by a review of their joint position from the point of view of creditworthi-
ness.
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THE EGYPTIAN REGION

Introduction

11. A report on "The Economic Development of Egypt" was prepared
in 1955 (No. A2-40a, dated August 25, 1955). The basic long-run problems
described in that report are unchanged; the continuing problem is still to
raise oultput faster than the growth of population, estimated at 2% to 2.5%
per annum. Agricultural production, which is wholly deoendent upon
irrigation and already highly intensive, has been relatively static over
the last few decades; and Egypt has managed to maintain its admittedly
low living standard owing largely to the substantial progress of its
manufacturing industries.

12. Certain events since that report was written have at least
temporarily aggravated Egypt's development problems. The nationalization
of the Suez Canal and the subsequent military action in the Canal area led
to difficulties for Egypt in both external and domestic finances. Moreover,
after a short period of abnormally high prices, the world price of Egyptian
long staple cotton fell, and in the first eight months of 1959 was about
46% lower than tlhe 1955/56 average.

13. Despite these adverse circumstances, the Egyptian authorities
have been able to maintain and even intensiffy their efforts toward economic
development. On balance, the longer-range development prospects of the
Egyptian Region are neither markedly better nor significantlv worse than
at the time of the 1955 Economic Report, although the short-run difficulties
corfronting the Egyptian au-thorities have increased.

Recent Developments

Trade

14. The nationalization of the Suez Canal in July 1956 was followed
by a freezing of Egypt's sterling, franc, and dollar assets and the military
action ln the Canal area some months later led to a virtual cessation of
e,xports to the United Kingdom and France; American economic and technical
assistance also ceased. The freezing of sterling assets was actually more
importan,t than the loss of exports to the United Kingdom and France (which
in 1954 had amounted to som.e 20% of total exports), because Egypt had
formerly used releases from the accunulated sterling assets to finance
imports from many countries. The loss of access to these resources, together
with the fall in long staple cotton prices in Western markets, made it hard
to maintain imports from traditional souLrces and induced a shift of trade
towrards the Soviet area. Wkhereas ir 1954 only 6% of Egypt's imports came
from, and 14% of its exports went to, that area, the proportions rose to
26% and 46% respectively in 1957 and to 35% and 44% in 1958. (See Table 1.)
Commercial imports from the Soviet bloc consisted mainly of wiheat, petroleum
Droducts and, m.ore recently, capital goods.
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15. At the same time imports from Western Europe were maintained
at a higher level than they would otherwise have been by incurring deficits
on bilateral trade and payments agreementswith W,zFestern countries where such
existed. These two policies, aided by abnormally high prices for long staple
cotton for a short period, enabled Egypt to maintain imports during 1956
and 1957 at almrost the 1955 l-evel and to raise this level in 1958 without
incurring conmercial arrears or resorting to the guarantee of externa.l debt
in the form of suppliers' credits. The swings on payments agreerents with
Western European countries were exceeded only to the extent of about
;E 23 million and the excesses have subsequently been funded with the
respective creditor countries.

'6. A further drawdown in Egypt's net foreign exchange reserves
(i.e. after tahk-n in(to account net adverse balances on bilateral payments
agreements) was inevita^'le, howov_2. As in 1955, the bal2nce of payments
on current accou,T~ in 1,56 as well in 1957 showed a defi2it of over TE 30
million. preliminary figures for l95 show a reduction of this deficit to
ME 12 million (Table 4). het foreign assets and gold (Table 5) were
.E 228 million at the end of 1955 and 4E 151 million at the end of 1957;
excluding the effect of the 195 currency exchange in the Sudan (_E 29 million,
of which ;E 19.5 million in sterling) the two-year loss amiounted to lE 40
million. A drawdown of ;E 29 million occurred during 1958, follow-ed by a
further decline by some ZE 22 million during the first six months of 1959.
As a result, the Egyptian Region's net gold and foreign exchange reserves at
the end of June 1959 amounted to about -E 100 million. Of this -E 23.4 million
have been pledged, under the terms of the financial agreement reached with
the UoK, on February 28, 1959, against the remaining compensation payment,
due on February 29, 1960, for Egyptianized British properties. This leaves
som.e JE 77 million net of freely available foreign assets, as compared to
E 228 million at the end of 1955. The Egyptian Region's total draweings on
the IFT amount to Q 10.4 million.

Exchange System

i7. Under the circumstances these results in trade and payments cannot
be regarded as unsatisfactory. H-owever, to meet the difficulties confronting
them, the Egyptian authorities resorted to a variety of devices which stemmed
from the attempt to dispose of cotton exports on the most favorable terms
in the face of price declines, while at the same time protecting the
producer from the full income effects of lower prices. The authorities
consider thLat the latter is necessary to avoid serious social and ecoromic
consequences that would result if the income of cotton Producers were
drastically reduced. Thus a doriestic support price for cotton was established
which was reduced as wjorld nrices fell, but at a slower rate.

i8. Since this support price was above world prices when converted at
the official exchange rate (Table 6), it was necessary to take additional
measures to sell in Western rarklets. These took the form of pernitting
exporters to offer cotton against payment in convertible currencies at a
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discount under tuhe official support price, compensated by a premium on the
official exchange rate. However, the permitted discount has frequently
been changed (Table 7) - whenever the Egyptian authorities believed the
statistical position of long staple cotton in world markets justified such
action - and the resulting uncertainty has disturbed the cotton trade
(completely in private hands, both in Egypt and in the Western immorting
countries), and importers have been reluctant to hold stocks of Egyptian
cotton.

19. Simultaneously, Egypt facilitated Eastern bloc purchases of cotton
through bilateral payments agreements. Under these agreer-ents Eayptian
imports from Eastern countries are paid for in EgYptian pounds, which are
usable for exports from Egypt. As a result, in 1958 the Eastern countries
(Including Mainland China) took 63% of Egyptian cotton exports, compared
rith 31% in 1955 (Table S). Although exports to Eastern countries are
charged at the full support price, some Dart of these exporus has reapneared
in Eulropean markets at prices lower than the private Egyptian exporter could
offer even with the discount for W,1estern purchases; and the possibility
that this might occur at any time further unse-ttled the European rarket for
cotton imported directly from Egypt.

20. To encourage expcorts for convertible currencies the exchange
premium was also applied to other exports except rice, petroleum products
and ship supplies. Invisible payrments for Suez Canal dues, expenditures by
aircraft companies, and remittances for educational purposes and of capital
or the income from capital are made at the official rate.

21 . To balance the ex,ort premiums, importers m.aking payment in
convertible currencies were requLired to purchase exchange at a premium
equlivalent to that granted for cotton exports. Since this was frequently
changed the effective exchange rates for imports also fluctuated, but this
system had the effect of avoiding any deficit in the local currency
counterpart of foreign exchange operations; in fact the exchange premium
account consistently sho-vied a small surplus.

22. During 195S, owing to the difficulty of financing imports from
convertible currency areas, the authorities aD-oroved numerous compensation
or barter arrangerents, whereby an Egyptian importer could imnort free of
official license provided he did not use official exchange but obtained
his exchange by the export of Egyptian products. Under these arrangerents
the effective exchange rate for imports varied from transaction to transacLion,
bub o0n average was something like 50% higher than the official rate.

23. By Yarch 1959 the exchange system had become quite complex, w,ith
frequent variations of de facto exchange rates against convertible currencies.
Recognizing its many unsatisfactory features, the Egyptian authorities, in
early May 1959, imeosed a single Premium of 27.5% on all private import
payr-ents in convertible currencies. Although this was an increase over the
previou0s official premium of 17.6%, it represented a considerable reduction
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from the unofficial premiums resulting from barter deals. The premium
payable on cotton exports was raised to 52%, then shortly afterwards lowered
to 48.5%; the premium on other exports (excent that for onions which was
34.510remained at 17.6%.

24. On September 1, 19591, the excharge system was again changed.
Barter deals were abolished and all exchange transactions are now required
to be made through the Central Bank or authorized banks. Invisible payments
other than for the purposes mentioned in paragraph 20 carry a premium of
27.5%, while receipts of free currencies for invisible purposes enjoy a
premium of 27.5% with excention of Suez Canal dues and certain other items.
The premium on private imports paid in free currencies of 27.5% was maintained
and extended to imports by all government departments (which prev-ously had
been subject to a premium of 17.6%). Exnorts other than cotton receive no
premium while the premium on exports of cotton and cotton products payable
in free currencies was set at 30%, corresponding to a discount of 22.5%.
Simultaneously export duties on all varieties of cotton except long-staple
Ashnouni woere abolished. As forrerly, however, thils prerium may be varied
in accordance with changes in world cotton prices.

25. In view of the present world overnroduction of long-staple cotton
there seems little prospect that prices will improve much in the short-run,
althou.gh they may recover somew;zhat from the low levels of the first few
months of 1959 now thati the Sudan has completely disposed of its cotton
stocks from the previous two seasons; in fact some recovery has aiready
taken place. Nevertheless, expectations as to medium-term supply and demand
for long-staple cotton rake it unlike'y that prices for the next five years
or so w1ll rise above an average of some 380 per pound, c.i.f. Lirerpool,
for Karnak FG. This means that the present level of support prices in the
Egypttian Region would still necessitate a foreign exchange premium equivalent
to a discount of about 20%.

Government Finance

26. The 1956 military action in the Suez Canal area had a serious
impact on government finances. The over-all cash deficit (res-ulting from
both the Ordinary Budget and the Development Projects Budget) rose from
;E 26 million in 1954/55, to EE 36 million in 1955/56; in the next financial
year the deficit in the Ordinary Budget alone was -E 46 million. Since the
actual results for the Development Projects Budge'u in 1956/57 are not
ava4lable the best indication of the over-all picture for this and subsequent
years is afforded by the banking statistics; they show an over-all cash
deficit of almost GE g3 million for 1956/57 (Table 9).

27. A sharp reversal took place in 1957/58. Ordinary Budget estimates
for that year showed a surplus of almost 4E 19 million, partly through
reduction of ordinary expenditures (principally military) and partly through
a substantial increase of revenues; the Development Projects Budget was
also heavily curtailed. The banking statistics indicate an over-all cash
surplus for this year.



28. The Ordinary Budget for 1958/59 est.imated a surplus of :E 9.3
million, the Development Projects Bud-et was increased to the level of two
years before, and the banking statistics show an over-all cash deficit of
TE 32 million. However, this cash deficit was wholly incurred in the last
six months of fiscal 1958/59, d-ue largely to government cotton financing,
a temporary phenor2enon; government cotton stocks increased between the
beginning of the cotton season (SeDtember 1, 1958) and April 15, 1959, by
some 1.4 million kantars or by roughly IE 20 million in value. As these
stocks are depleted, the governrment t s cash position will improve
proportionally.

29. As presented, the Ordinaryr Budget for 1959/60 shows a surplus of
IE 27.7 million, but Development Projects exoenditures are estimated to
increase by more than 100'l over the level of the 1958/59 Budget, leaving
an apparent over-all deficit of -;E 70.3 million. However, the authorities
plan to utilize (for the first time) E 20 million of counterpart funds
resulting from P2-480 food imports from the U.S., and to draw-down lE 20
million of foreign credits granted for the Five-Year Plan and. for the Aswan
High Dam. In addition, the President of the Republic has ordered a 2%
reduction of all Ordinary Budget expenditures - an econony which is expected
to realize an additional surPlus of some lB 6 million in the Ordinary Budget.
The authorities therefore expect to be able to finance the 1959/60 Development
Projects Budget with resort to dorrestic bond issues of I-E 25 million, rmuch
the same level as in recent years.

30. The following table summarizes the budgetary situation over the
last si7 years (actual results for 1954/55, 1955/56 and 1956/57 - in the
latter year for the Ordinary Budget only; all subsequent figures are budget
estimoates).

(-I million)
Fiscal Estimated

-Year _ Ordinary Budget _ Develop. Projects Budget act-ual cash
(July 1 Over-all deficit
June 304 Ex_end. Revenues Balan ceExend._Revenues Balance Deficit (See Table 9)

1954/55 228.1 219.7 - 8.4 29e0 2.7 -26.3 -34.7 ) -78.6
1955/50 275.6 267.5 - 8.1 39.4 3.1 -36.3 -44.4 )
1956/57 308.0 264.6 -43.4 45.8 - -45.8 -89.2 -82,9
1957/58 281.8 300.5 /18.7 28.3 - -28.3 - 9.6 7/14g8
1958,'59 271.5 280.7 / 9.2 46.0 - -46.0 -36.8 -31.8
1959/60 293.8 321.5 /27.7 98.0 - -98.0 -70.3 n.a.

NTote:

(1) In the year 1954/55 actual receints and expenditures under the
Ordinary Budget did not differ greatly from the estimates. The
same would have been true for the next year had not expenditures



of the Ministry of War been increased from ;E 55 million to
_E 85.4 million, thus reaching 31% of total expenditures.
In both fiscal years actual expenditures on the Develonment
Projects Bludget lagged far behind thle original estinate
(budget and actu.al figures for 1954/55 are IB 42 and ;Z 29
million resoectively; and for 1955/56, =E 54.2 ard ;E 39.4
million).

(2) Revenues and expenditu.res in the Ordinary Budget for 1958/59
for the first time excluded total receipts and expenses of the
State Railways and the Petroleum Authority (in the preceding
year they had amwounted to ;E 32.2 and LE 36.5 million
respectively); only the rnet balance resulting from the
operation of these two agencies is now accounted for. Also
from 1958/59 onward certain expenditures formerly separately
mentioned, such as the Presidency, the I4inistry of Wlar and
the K4inistry of Foreign Affairs, were included under Egypt's
contribution to the Central U.A.R. budget.

31. It should be pointed out that the over-all cash deficit shown in
the above table over-states the net inflationary influence of government.
The Development Budget in certain years has been financed partl7y through the
issue of development bonds, to a total of hE 59 million (net) from the end
of 1954 through the middle of 1959; of this amount some 70% represent
genuine savings by the public, the Postal Savings Bank and other institutional
investors. The table showirg changes in money supply (Table 11) indicates
that in both 1957 and 1958 the Government's resort to bank finance decreased
markedly: the increase in early 1959 was due largely to temporary financing
of cotton stocks.

32. There are a number of other budgets in addition to the Ordinary
Budget; autonomous budgets have recently been estab'ished for the State
Railways and the General Petroleum Authority (formerly included in the
Ordinary Budget), and there are also a nu-mber of smaller "annexed and
inideendent budgets" (for example, the Agrarian Reform Budget, the
Educational Buildings Organization Budget and the Egyptian Broadcasting
Budget); these annexed budgets tend to balance, partly through contributions
from the Ordinary Budget. The results of these budgets are incorporated
in the over-all cash position as indicated by the banking statistics and
discussed above. Detalls about the major sources of government revenues
and the major distribution of expenditures under the Ordinary Budget are
given in Table 10.

Morne and Prices

33. M.bney supply increased by 3% in calendar 1955, 14% in 1956 and
6% in 1957 (allowing for currency withdrawn from the Sudan); it decreased
by 4jio in 1958 and by 4.9% in the first half of 1959. The fact that the
increases over the first three years were moderate, apart from the abnormal
year 1956, was due largely to the dra-down of foreign exchange assets,
Arn imnortant additional factor influencing the slight clecrease in 1958 was
a considerable increase in time and savings deposits. The decrease in the
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first half of 1959, despite the recurrence of the fiscal deficit - which
after reaching a high of EE 76.5 million in 1956 had virtually disappeared
in 1958 - is attributable, apart from the continued drawdown of foreign
exchange reserves, primarily to a substantial decline of bank credit to
the private sector, which had shown a fairly constant upward trend before.
(See for details Table 11.) Increases in prices, as measured by available
price indices, have been moderate. These indices were, however, designed
many years ago and are now being revised.

34. Nevertheless, indications are that while Egypt is not free of
inflationary pressures, they are not yet severe. The facts that the
Ordinary Budget has been in surpl-us for the last three years, including
the current year, and that expenses budgeted in the Development Budget - which
have consistently run below the estimates - have, on the whole, not substan-
tially exceeded av--ilable resources seems to in(licate that the authorities
are aware of the danger of excess Ere deficits in over-all government
finances. Moreover, in 1956 they took measures to prevent resources being
diverted to excessive nrivate real estate investmenrit by controlling the
demolition of old buildings and the construction of new ones.

Production

Agriculture

35. As a result of population increase the cropped area per head
has constantly diminished. Although Egyptian agriculture is already one
of the most intensive in the world there is still room for some increase in
productivity through use of improved seeds (e.g. hybrid corn) and more
fertilizers and insecticides. In the last few years the importation of
fertilizer has increased markedly and plants for its domestic manufacture
are being expanded. Nevertheless, on the most optimistic expectations,
increased productivity alone would not enable agricultural output to keep
pace with population growth.

36. large additions to the area under cultivation would be possible
only through major regulation of the flow of the Nile, to store water
during flood season for release during low water. This is the purpose
of the projected High Dam at ';swan, which has been studied by the Bank
("Preliminary Report on the Sadd El-Aali Project", Report No. T.0. 94-b,
dated February 28, 1956). Its construction would ultimately add about
24%o to the cultivated area and 36% to the cropped area; the cropped area
exceeds the cultivated area because double-cropring on some areas now
single-cronped would become possible. In addition, the Dam would prevent
a rise in the water table during the flood periods, and thus improve the
drainage of lands now under crop, contributing to their increased
productivity. As a result of greater crop area and of higher productivity
(through improved drainage and better agricultural practices) total agri-
cultural output might ultimately be increased by about 50%. However,
completion of the Aswan project was estimated in 1955 to require 10 years,
and its full benefits were not expected to be realized until some ten years
after that.
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37. In December 1958 Egypt obtained a credit equivalent to 4E 40
million from the Soviet Union for the import requirements of the first
stage of the High Dam; the first contract for the supply of equipment and
technical assistance was signed in September 1959. Finance for the
subsequent stages is not yet in sight, although the Federal Republic of
Germany has announced that its offer of DM 200 million (about IE 22 million)
toward financing the Dam remains open.

38. However, even if the first stage of the High Dar, is started soon
and the subsequent stages are steadily carried through to completion, it
would not solve Egypt's agriculuural or economic development problem.
In twenty years time her population will have increased about 50%, by some
12 million people, unless the rate of population increase falls significantly.
Even on optimistic assumptions as to the future increase of agricultural
productivity the 20-year outcome would be roughly the same agricultural
output and income per head as at present. It should be noted that if the
High Dam is completed, the cultivated area would increase by 24%, or by
about half the probable percentage increase of population in twenty years.
Egyotian agriculture is already highly labor-intensive and increased
productivity would not require any addition to the rural labor force.
Taken together these two considerations mean that, if effective employment
opportunities are not found elsewhere, concealed under-employment in rural
areas as well as urban unemployment would increase considerably; in total
by at least 2-2- million people over a 20-year period (estimating the number
of employable adults at some 30-40% of the population increase).

39. Yeanwhile the stability of agricultural output, noted in the
previous Economic Report, has by and large continued. The area under major
crops increased by about 7% from the 1950-54 average, i.e. by about 1% per
year (Tables 12 and 13), and that under cotton by about 5%. Cotton
production in 1958 was considerably above the 1950-54 average but less
than in 1952/53. The cotton area is kept under strict government control
through a central seed distribution, which also controls the varieties
to be grown. This system prevents expansion of the area under cotton when
domestic support prices are higher than world prices.

40. In the years 1954-58 there has been a steady increase in the
area under long staple cotton, especially of the new Menoufi variety, while
the area under medium staple cotton, especially of the Giza 30 variety,
declined (see Table 14; more details on cotton production, exports and
domestic consumption are given in Table 15). is a result, the proportion
of long staple production rose from 34%X of all cotton produced in 1954 to
58.5`1 in 953. Together with the increased output of Sakel type cotton
in the Sudan and the recent recession in the European textile industry, this
development contributed to the sharp fall in long staple cotton prices
during the past two years. The Egyptian authorities seem aware of the
dangers of this situation. For the present crop season the acreage
of long staple cotton has reportedly been reduced by 2850, while the meditm
staple acreage has been expanded.
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41 The only other major crop for which the cultivated area has
increased since 1950-54 is maize; the increase -s some 15%, with an
equivalent rise in production. The wheat area decreased somewhat but
increased productivity raised total output in 1958 some 16% above the
1950-54 level. Rice Droduction has shown a substantial increase; pro-
ductivity is high and rice exports are increasingly important, having risen
in value from SE 2;6 million in 1954 to !E 1l.7 million in 1957. However,
the area under rice is small in comparison with other crops and is liable
to wide fluctuation, depending on the availability of water during the
season of low Nile flow. Production of onions, another export item
occupying an even srnaller area, has also increased considerably. In
general, however, agricultural production has shown no substantial
advance.

42. The agricultural cooperatives set up in the areas affected by
the agrarian reform appear to be successful, both from the point of view
of village welfare and as a means of introducing better agricultural
practices, credlt facilities, use of mechanical equipment, and cooperative
mark.eting. The Egyptian authorities intend to follow the same system
in newly developed areas.

=Linerals

43. Nlo significant discoveries have been made since 1955. The
production of some minerals (manganese, phosphates) declined somewhat
following the military action in the Canal area, but is now reported to be
increasing.

44. Oil production, after a setback due to the Suez crisis, is on
the rise again and exploration is continuing on an increasing scale. In
1958 total crude oil Droduction in the Egyptian Region was 3.2 million
tons, as against total consuulption of petroleum products of just over
4 million tons (see Table 16). It is expected that in the next few years
production will rise faster than consumption, so that by 1961 Egypt may
be able to satisfy its requirem ents, although some imports and exports
would still be necessary to balance consumption requirements with
refinery characteristics.

45, Policy with respect to exploration, transportation and marketing
of oil has recentlyr been entrusted, for the U.A.R. as a whole, to a General
Petroleum Authorityr. The Authority owns a "General Petroleum Company,"
which has been granted certain exploration concessions.

46. Iron ore produced in upper EgypDt satisfies part of the require-
ments of the new steel mill at helwan.



- 12 -

Industry

47. The last Economic Report pointed out that "the development of
manufacturing has compensated largely for the relative stagnation of
agricultural output and contributed significantly to the maintenance of
the standard of living, " and noted the Government's desire to stimulate
industrial production as much as possible. Since then there has been
some further progress in existing industries, particularly in 1955, when
production in most sectors increased, notably textiles, sugar, fertilizers,
cement and electric power (see Table 17). A preliminary index of industrial
production, constructed by the National Bank of Egypt, showed an over-all
rise of 9.4% for that year. By contrast 1956 showed an increase of only
1.2%; but in 1957 there was again a decided upward trend. Tentative
national income estimates indicate that in recent years manufacturing
industries contributed about 11% to the total national product.

48. In July 1957 the Five-Year Industrial Plan was published, listing
a number of proposals for establishment of new industrial capacity or
expansion of existing facilities. The Plan contemplated expenditures of
;E 220.7 million over the 5-year period, of wnich about 60% would be in
foreign exchange. It embraced mining (EE 5 million) and petrolelm
(;E 40 million) as well as manufacturing industry proper. The authorities
now estimate that the Industrial Plan will cost a total of 1E 248 million,
of which ;E 86 million worth would be inaugurated in 1959, -E 92 million
in 1960 and -E 70 million in 1961. If these targets can be achieved the
industrial plan will have been carried out ahead of schedule.

49. As discussed in a later section, financial resources for the
Plan have come from government funds (including bond sales), somre private
capital and lines of credit from the Soviet Union (;E 61 million), i4est
Germany (4E 44 million), Japan (;E 10.5 million), Y-goslavia (;E 3.5
million) and East Germany (iE 7.5 rillion), totalling 1E 126.5 million.

50. In selecting projects for inclusion in the Plan, the authorities
used four main criteria - namely, the extent to which the project would
provide employment, its contribution to national income growth, the extent
to which it would replace imports, and its readiness from the engineering
and technical standpoint. These criteria may, of course, soretimes be
inconsistent. Actual decisions emphasize getting things done rather than
producing a fully coherent industrial program. The allocation of funds
available under lines of credit, as speedily as technical considerations
permitted, was especially stressed.

51. The Plan was drawn up in the Yiinistry of Industry. The Plan
seeks to secure private capital participation in individual projects that
it regards as suitable for private enterprise. The remaining projects are
entrusted to the Organization for the Execution of the Five-Year Plan.

52. It is apparently intended that after they have come into pro-
duction these industrial projects will be administered by the Economic
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Development Organization (see Annex). The E.D.O., an official holding
company for enterprises in which the Government has a controlling interest,
initially took over most of the enterprises which had formerly been
administered by various Ministries; it later a6ministered pronerties
Egyptianized at the tire of the Suez crisis.

53. The general industrial policy results from the belief that, to
obtain rapid growth, the Government must intervene widely in the industrial
sector, both in the establishment of new industries and in the operation
of existing industries; for example, the law provides that a 25% holding
of voting shares gives the E.D.O. the controlling interests. The law also
endows the Minister of Industry with wide powers to review the production
and financial plans of private industry. This philosophy is in part an
extension of the accented relation of Government to agriculture, in which
for a very long time the distribution of irrigation water and the use of
land has been almost completely under Central Government control. It also
partly results from a distrust of the "oligarchic"t or "feudal" character
of earlier forms of Egyptian business enterprise, which was noted in the
last Economic Report.

54. The Mission was not able to appraise the economic or technical
merits of the many projects in the Industrial Plan, but it was impressed
by the extent to which the authorities responsible for its execution were
aware of the difficulties involved. They placed considerable emphasis
on the need for vocational training; they have established (and are still
establishing) a number of vocational training centers throughout the
country. They are also arranging for Egyptians to go overseas for
technical training and for foreigners to come to Egypt to teach specific
techniques. E.D.O. officials readily admitted the importance of developing
managerial skills and, with advisory assistance from the Ford Foundation,
are establishing a Staff College for potential managers. These officials
explained that the policy of the E.D.O. as a holding company is to permit
maximu-m autonomy to the individual enterprises it controls, permitting
them to act in their day-to-day business as if they were privately owned.

55. Even if all the physical facilities contemplated under the
Five-Year Industrial Plan are completed, it would not be surprising if the
estimated economic benefits would not be fully realized. Egypt's internal
market is relatively small; at least for a while the capacity in some
specific plants may well exceed demand. The difficulty of training an
adeauate number of managerial, sunervisory and technical personnel is
acknowiedged, and for a while, again, there may be a shortfall in this
respect. Finally, much of the new industry will require raw materials
imports. While the import of raw materials to produce finished produLcts
formerly imported results in an apDarent exchange savings, the gain for the
balance of payments may be more apparent than real. The necessity of m.ain-
taining urban employment makes it harder to restrict imports of raw materials
than of the corresponding finished products in timXes cf payments difficuilties;
moreover, if fiscal and monetary policies permit excess demand to exist
in the economy, the balance of payments will remain under pressure despite
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the establishment of imports-replacing industry. The experience of
Pakistan, India and Turkey, for example, shows that it is not easy to
avoid a situation in which industry is actulally operating below capacity
for lack of imnorted raw materials.

56. As regards the further development of industry, beyond the
present Industrial Plan, it seems clear that continued expansion cannot
be based on import replacement as the leading principle. The 1955 Economic
Report stated that "to a Large extent the possibilities of suprlying the
domestic market at the exDense of imports have already boeen exhausted,
at least in the range of goods which Egypt can reasonably be expected to
manufacture without unduly high costs." Vhen it is remerbered that
total imrports per head in Egypt are about 4E 7.6 (including wheat, tobacco,
coffee and tea, timAber, capital goods, etc.), it is apparent that the
scope for replacing imported manufactures is limited. This means that
further industrial expansion must be oriented towards exports if any
considerable part of the population increase which canaot profitably be
engaged in agriculture is to be absorbed into productive employment, and
the real income of the Eg7mtian neople thereby increased. The building up
of industrial exoort markets, now nainly confined to certain textile
products, will of course take time. Egyptts access to regional markets
might be improved if an effective Arab Customs Union wiere to be established;
the idea for forming such a Union has beer under discussion within the
Arab League.

Economic Plannig

57. There has been established in the Egyptian Region an apparatus
for over-all economilc planning. The Minister of Planning, who is also
Vice President of the Republic, is Chairnan of a National Planning Committee,
served by a strong permanent Secretariat. In each 1inistry there is a
planning division in close contact with the Secretariat of the National
Planning Committee, and the views of the government and non-government
sector are cbtained through six consultative committees, which in their
turn have established 60 sub-committees on specific matters.

58. In the previous Economic Renort on Egypt it was stated that
"there has been a proliferation of agencies charged with various develop-
ment programs and little ovor-all planning and direction." The organiza-
tion now established for over-all economic planning is thus a step in the
right direction. Several institutions which previously acted more or less
independently, such as the Permanent Council for the Increase of National
Production and the Council for Public -Welfare Services, have been abolished.
There still remains a considerable amount of independence in planning
economic development in the various 1!inistries and in new organizations
such as the Economic Development Organization. However, the conceni of
over-all planning - that is, of ob4ectively appralsing problems and
examining possible solutions and avrailable resources - has now been
acknowledged and is anparently being widely disseminated. After discussions
with some members of the Planning Secretariat, the aission felt that
its professional staff is displaying a realistic grasp of the problems
confronting Egypt.
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The Filancing of Development

59. The Ordinary Budget and the annex=ed and autonomous Bud'gets include
some development expenditures, but it is not possible to obtain a con-
sclidated statement of them. The principal sources of development
expenditures are the Development Projects Budget and the Five-Year Plan
Organization.

60. From 1952/53 to 1957/58 the Developiment Projects Budget estimated
expenditures at IE 213.2 million and actually spent ;E 153.4 million on the
general purposes shown in the table below (see also Table 18).

D-EELOPEE.X' PROJECTS BIDGET

(-To millions)

Actual Expenditures Budgeted Budgeted
1952/53 - 1957/58 1958/59 1959/60

Public works (primarily
irrigation and water control) 57.6 12,0 14.2

Development of oil and
mineral resources 22.1 4.2 1.5

Agriculture and livestock
improvement 8.8 0.4 2.5

Roads and communications 34.4 10.0 11.2

Projects undertaken by
independent organizations a/ 18.9 19.3 b/ 68.7 c/

Finished projects 11.6

Total 153.4 46.0 98.1

a/ The projects undertaken by inderendent organizations include land
reclamation in Beheira and Fayoum provinces, development of Natrun
Valley, preliminary work (surveys, etc.) on the High Dam project; the
Permanent Organization for Land Reclarmation and the Liberation (Tahrir)
province.

b/ Including (for the first time) a contribution of !E 12 million to the
Five-Year Industrial Plan.

c/ Of which EE 45.5 million for the Five-Year Industrial Plan and ;E 13.2
million for the High Aswan Dam.
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61. Of the ;E 153.4 million of actual expenditures, -E 39 million
were obtained by net bond sales and LE 28 million from contributions
from the Ordinary Budget. The remaining gap was financed with bank credit
(see also paragraphs 30 and 31). For the budget years 1958/59 and 1959/60
no actual figures are available but indications from the Government's
cash position in 1958/59 are that financing of development through bank
credit in that year cannot have been substantial, taking into account
the influence of government cotton financing on the 1958/59 cash deficit
and the early-1959 bond issue of _E 20 million net to help finance the
local currency costs of the Five-Year Industrial Plan. As to the
financing of the 1959/60 budget, it has already been mentioned
(paragraph 29) that apart from an estimated surplus of E 27.7 million
in the Ordinary Budget Twhich will be allocated to development, some
-SE 46 million in total is likely to be available from drawings on foreign
credits, from the use of counterpart funds of PL,-480 imports and from
additional economy measures relating to Ordinary Budget expenditures.

62. The total net amount contributed to the Development Projects
Budget through the issue of bonds amounts to ;E 59 million 1/. This
means in a four-year period an annual contribution of about ZE 15 million,
the figure which the previous Economic Report estimated as the average
annual amount that the Government could be expected to raise through public
loans. However, some 30% of these bonds have so far been taken up by
the banking system., while the banks took almost 50% of the 1959 issue.
Of the total of XE 162 million of government bonds outstanding at the end
of 1958, 31% were held by the Central Bank and by commercial banks, 31%
by the Postal Savings Bank and government departm.ents, and 38% by other
holders (see Table 19).

Prospects

Short-run Prosoects

63. So long as the Wdestern markets for Egyptian cotton remain
depressed, Egypt's short-run position will be difficult. In the 4-i- years
from the end of 1954, Egjpt's assets in foreign exchange were reduced by
E 133 million to -LE 137 million, of which 1E 60.6 million in gold; freely
available foreign assets, at the end of June 1959, were reduced to about
aE 114 million, some 50% of the recent annual import level. In addition,
the net balance against Egypt on payment agreement accounts increased
over thae same period from iE 11 million to E 37 million. The possibilities
for a further draw-down in foreign exchange holdings have therefore
narrowed considerably, and the authorities are facing the need to adapt
their policies to a new situation of substantially reduced Sterling
balances available for current payuents.

1/ _E 25 million in 1955
1E 10 million (net) in 1956
LE 4 million " in 1958
1E 20 million tl in 1959.
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64. U.S. aid, which was almost wholly cut off between 1956 and 1958,
was recently resumed; this should ease tne "Oreian exchange position
somewhat, and may also provide some non-inflationary financing for economic
development (but firm decisions have not yet been reached on the 'latter
point). Since September 1958 the U.S. has provided about 4?25 million of
surplus wheat and in I"hy 1959 a new agreement wras reached covering some
$23:5 million of tobacco, coarse grains and rice. Also in Myay 1959
agreeiment was reached under which the USA would supply 800,000 tons of
PL-480 wheat, valued at $57.7 million, during the fiscal year 1959/60.
The activities of "tCARE" have also been resumed and may provide annual
free imports of l0-115 million.

65. Offsetting in part the unfavorable short-term position of cotton
are the increase of receipts from the Suez Canal (now at an annual level
of over ;E 45 million gross; the major part of this - some ;E 40 million -
represents net foreign exchange receipts), possible increases in tourists
receipts, the growing export of onions and the possibility that rice
exports maay increase again if ilNile water availability is favorable.

66. The short-run prosnects for domestic finance give little cause
for concern. The 1959/60 Ordinary Budget estimates a surplus of -E 27.7
million. The Development Projects Budget for the same year estimates
expenditures of 4E 98 million but actutal expenditures have consistently
run below estimates and, when taking into account other li'-ely sources to
finance develooment apart from the Ordinary Budget surplus (PI>480 counterpart
funds, drawings on foreign credits, etc.) the over-all 1959/60 deficit, if
any, should be limited. This does not suggest a serious inflationary
danger, so long as expansion of bank credit to the private sector is kept
under control, but uncomfortably little room is left for additional
development expenditures.

Longer Run Prosnects

67. It is difficult to assess the longer run prospects for the
Egyptian Region; much will depend upon the skill with -which the Government
and the private sector handle the technical and financial problems con-
fronting the country. Earlier sections of this report pointed out that,
even with the maximum fo-eseeable development of Egyptian agriculture,
as regards both area under cultivation and productivity, agricultural
output per head at the end of 20 years would be about the same as now, and
that over the next 20 years policy miust be directed toward providing
productive employment outside agriculture. In the absence of rajor mineral
discoveries, the extent to which this can be achievred will depend largely
on the development of manufacturing industry which, in view of income
limitations in the internal rarlket, will in turn depend on industry's
ability to produce for export. High-cost and inefficient industry, unable
to compete even in regional markets, would lead to economic stagnation in
Egypt. Even assuming a very favorable rate of industrial development it
cannot, moreover, be foreseen that industry alone could absorb the whole
increase in the labor force, nor does it seem likely that all those not
so absorbed could be usefully employed in ancillary services.
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68. Achievement of the 'onger run objectives in agricultural and
industrial development will require very large investments both in human
resources and in physical facilities. Industry in particular will require
a widespread dissemination of new technical and managerial skills; a good
beginning in this direction is now being made.

69. However, Egypt is entering on the coming decades with fewer
financial resources than were available even five years ago. The 1955
Economic Report estimated that, over a period of ten years, Egypt could
afford to draw down her foreign exchange reserves by borrowing from the
National Bank of Egypt about ;E 100 million. In fact, in the 4-o- years
1955-mid-1959, Egypt's net foreign exchange assets were reduced by
E 158 million. At the same time Egypt has assumed substantial foreign
obligations and her capacity to undertake additional borrowing is reduced
pro tanto. In short, external resources are not readily in sight, after
the completion of the Five-Year Industrial Program and the first stage of
the High Dam, further industrial development and the general development
of agriculture, communications and power.

70. On the other hand, one purpose of the Five-Year Industrial Program
:s to replace present and future imports; that contribution to future
resource availability cannot be overlooked, but it cannot be reliably
quantified at the present tire. However, efficient industrial development
would strengthen the Egyptian economy and thereby reduce the relative
financial burden of construction of the High Dam and related projects.

71. It is clear, nevertheless, thlat the danger of inflation wil'l be
persistent during the coming years. The level of local development
expenditures in recent years has, as explained earlier, already been so
high that the Government had to resort to inflationary financing of part
of the over-all program. In the past internal monetary stability could
nevertheless by and large be maintained, due to the offsetting effects of
the balance of payments deficit. Now th1at possibilities to draw down
foreign exchange reserves further have been virtually exhausted, any
increase in the existing level of local currency expendltures might easily
lead to serious inflationary pressures. The balance of payments consequences
of inflation would eliminate much of the balance of payments gain from
import replacement. And inflation would also impair the prosnects for
industrial exports, by making it easier for industry to earn paper
'"profitstT and reducing the incentives to careful costing and factory
efficiency, and also because exchange rates are usually over-valued
during inflation, making export products expensive in foreign markets.

72. The need is therefore greater today than it was in 1955 for that
"thorough review of development programs and financial resources [which
will have to be undertaken to show an anpropriate balance between the two,"
to which the 1955 Economic Report drew attention. That Report also noted
that "in its desire to move ahead on all fronts, the government had
adopted a rather pell-mell approach to development with little consideration
for the financial resources likely to be available in the long-run."
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Considerable advance has been made in economic planning since those words
were written, and the National Planning Committee and its Advisory Committoes
have been paying considerable attention to estimating probable investment
resources and claims, showing real awareness of the dangers of inflation.
The over-all Plan is still in process of being drafted, howdever, and the
Mission was not able to appraise it.

73. Assuming that inflation can be avoided, it would seem that Egypt
can look forward to a reasonably viable balance of payments position in
the future. By 1967, assuming that some 50% of the final benefits of the
High Dam project are realized by that time, total foreign exchange receipts
may reach something like 3E 310 million, compared with ;E 251 million
during 1958. This assumes little or no increase in earnings from cotton;
the potential increase in cotton output, particularly of medium staple
varieties, as a result of the High Dam, is likely to be offset by lower
prices. By 1967 exports of rice and onions mi,ght increase by about
TE 10-13 million and, if recent trends give any indication, industrial
exports by another LE 10 million. Invisible receipts (excluding Suez Canal
dues) may increase by about EE 10 million, but payments should rise by
approximately the same amount. Gross foreign exchange receipts from the
Suez Canal, which were 7E 43 million in 1958, can be tentatively assumed
to rise to around 1EE 65-70 million annually by 1967 (i.e. by some 50p as
compared to the 1958 level). However the prospects for future petroleum
shipments through the Canal are subject to a number of factors whose effect
cannot now accurately be predicted: hence, the above estimate is considered
to have a margin of error of the order of 10 to 20%. The increase in Caral
receipts is of particular importance since theyr have no counterpart in
increased personal incomes within Egypt but accrued directly to a governrent
agency.

74. The probable level of imports in 1967 will depend in part on the
success of Egyptian agriculture and industry in meeting consumer demand,
and in part on the proportion of capital equipment imports financed from
Egyptian resources and from capital inflow, respectively. Nevertheless,
it would seem that the growth in foreign exchange revenues, particularly
those from the Suez Canal, could give Egypt a manageable balance of
payments position in the future provided domestic monetary stability is
maintained.
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THE SYRIAN REGION

Introduction

75. The report of a Bank Survey M/ission was published in 1955 under
the tit'Le of The Economic Development of Syria. This chapter briefly
summarizes recent developments in the Syrian Region.

Recent Developments

griculture

76. The year 1958 was one of poor rainfall and consequent low yields
in cereals; wheat production was only 41%, and that of barley 31%, of the
1957 level (see Table 20). In the years 1951 and 1955, similarly, the
output per hectare was only about half that of the year before. Cottion
is growm largely on irrigated land and is not subject to such wide
fluctuations in yield as the cereals. NIevertheless, cotton output in
1958 was 14% lower than in 1957 and about the same as in 1956.

77. These fluctuations in agricultural output, particularly of cereals,
have important financial consequences, since cotton, wheat and barley are
important exports. Syrian cotton is of the American type; indeed, seed is
imported annually from the United States. Syria has therefore not
experienced the difficulties that Egypt has encountered in disposing of
her longer staple cottons in overseas markets.

Petroleum and I7inerals

78. During 1958 the Authorities gave increasing attention to petroleum
exploration and exploitation. The five-year Industrialization Plan
(mentioned below) earmarks almost 40% of its expenditures for petroleum
aevelopment, primarily in the Karatchok fields of northeastern Syria,
where the UT.A.R. General Petroleum Authority plans to drill six wells
during the coming year. An American compary operating under an explora-
tion concession granted in 1955 had brought in four successful wells, but
failed to convert its exploration permits to a development concession;
its perrits were cancelled in September 1958. A W4est German firm, Concordia,
is now the only foreign comDany exoloring for oil in the Syrian Region.

79. A general geological survey is being undertaken by Soviet techni-
cians under an Agreement for Technical and Economic Aid, entered into in
December 1957.

Industr_y

80. During 1957 and 1958 industry showaed few signs of crowth. in
1957 a decline was reported in the output of several major industries, such
as cement, sugar and glass, and a further fall in cement production occurred
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in 1958. Electricity output outside private industry showed a 10% rise
in 1957 but fell by 4% in the first nine months of 1958.

Development Activities

81. Investment by the private sector, particularly in agricualture,
has been a princinal feature of the post-war period and has led to a large
growth in agricultural production, notably of wheat and cotton. The
cultivated area has more than doubled in the las.r ten years, Twhile the
irrigated area, although still corparatively srall , has increased about
130%a principally through expansion of private pumnplng. The development
activities of the Syrian government, while 1.odestp, have been increasing.

82. The Bank Survey Kission proposed a developme:;t programn costing
;S 986 million for the nericd 195560. Th.-s reecim :Jab>:s forrred the
basis for a sevsen-ear Extraordi.rary Budgat for Fconordo >' .osmrent,
vo-ted in August 19,5y wlhich corteniplated tre e*cponditure of S 660 million
(later raised to ES 686 mi llion) during the period 195,5-61., hct,al
Development Budget expenditures were ES 221 million up to June 30, 1958.
Of this amount, XS 103 million was financed from current revenues
(principally the oil transit dues assigned to the Development Budget);
ES 98 millioni from domestic borrowing, and ES 20 million from remayments
on earlier loans.

83. Not all the projects included under the Development Budget are
strictly developmental. A substantial part (;S 68 million) was for
projects related to national defense, including construction of military
roa&s Other outlays included hospital construction, maintenance of
museums and historical monuments, the purchase of electric utilities and
a railroad, etc. The principal development outlays hPae been for the
Ghab reclamation project, the Port of Latakia, tlhc Agri.cultural Bank,
and some road inprovement and irrigation wv-rks. s he Dv-elopment Budget
has also met soime service paymenits on a loai f-rom Czechoslovakia for an
oil refinery, which is not yet on stream.

84, Since the union with Egypt, a ten-year Development Plan for the
Syrian Region (totalling ES 2,200 miillion) was announced in September
1958, and, in addition, an Industrial Development Plan (totalling
IS 560 million) in November 1958. The Permanent. Econo.mic Council and
the Institute for Economic Development, set up tn 1955 to control the
execution of development projects, were dissolved in February 1959.
M.ajor development projects will now be handled by the Ministry of Public
W4orks annd other projects turned over to various Syrian lanistries.

85. The major expenditures of the ten-year Development Program are
for river development and irrigation, for which budgeted expenditures total
QS 1,400 million; the largest single item- is the Euphrates Basin project,
costing -S 1,100 million to irrigate 800,000 hectares and generate
100,000 KW of electric power. The five-year Induastrial Development Plan
envisages the expenditure of ES 226 million, or 40% of total exi,enditures,
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fcr development of the oil industry, the rem-ainder being principally for
textile and other manulfacturing indusstries. Included in the ten-year
Plan is an Industrial Bank, which has already been establis'led as a
joint-stock company guaranteed by the State and supervised by the
Kinistry of Industry. The share capital of the Bank is AS 12.5 million,
of which the Treasury subscribed 3$ 3.1. million and the Central Barn
of Syria ;S 1 million; the remainder was offered in January 1959 to
private subscription and was taken up i-mediately. The Treasury
guarantees an annual dividend of 5% on the Bank's shares.

86. Partial financing for the 10-year DevelopDment Plan has been
obtained from the Soviet Union under the Economic and Techn cal Aid
Agreement, concluded in December 1957, which includes a line of credit
of E1S 535.5 million, equivalent to 0150 million, to be drawn against
specific purposes or projects. Thie Devolopment Projects Budget 1959,'60
estimates total expenditures at $185.5 million, to be financed partly
Irom revenues of public services and enterrprises, partly f:rom drawinge
on foreign credits and partly through further resort to the banking
system (Table 21B)O

87. The Yission was not able to appraise these development rlans ncr
any of the major projects included in them.

Government Finance

88. From 1949 through 1955 the Syrian Ordinary Budget consistently
showed substantial surpluses; for example, in 1955 the realized surplus
was almost ll of actual revenues, Since 1955 the Ordinary Budget has been
in deficit each year and the 1958/ 5 9 budget 1/ forecasts a deficit of
almost 5% of revenlues, after taking credit for a grant of QS 25 million
from the Egyptian Region. These deficits have been partly due to growing
expenditures on nauional defense, which anounted to 33% of Crdinary
Budge-t expenditures in 1953, 5l% in 1957, and an estirated 51 for 19558/59.
The recently published Ordinary Budget for 1959/60 estimates revenues
and expenditures to balance at a level some 4S 50 million above that of
she previous year (see Table 21B).

89. In addition to the Ordinary Budget there are Re'lated Budgets
(the General Directorate of Customs, the Tobacco Mlonopoly, etc.) and
Autonomous Budgets (the Postal and Telegraph, the Agricultural Bank, etc.).
In 1957 actual expenditures from these budgets were -S 50 million, compared
vith Ordinary Budget expenditures of ZS 387 million, to give total government
expenditures outside the Development Budget of l3 437 million.

1/ Up to 1957 the fiscal year coincided with the calendar year. In 1958
the fiscal year was changed JTuly-June to conform to fiscal practice
in the Egyptian Region, and two budgets were presented simultaneously,
one for the first six months of 1958 and th-e other for the fiscal
year 1958/59.
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90. Analysis of the banking statistics indicates that the public
sector (including the Development Budget), was in over-all cash surplus
during 1955 and in substantial deficit in each of the years 1956, 1957
and 1958 (see Table 22).

vbn e and Prices

91. These cash deficits wqere a principal cause of substantial increases
in money supply, amounting in 1956 to 21% and in 1957 to 11%J. In 1958 the
expansionary effect of thne deficit was offset by a considerable fall in
foreign exchange holdings and a sm9all reduction in credit to the private
sector. (See Tables 23, 24 and 25.)

92. The large increase of money supply in 1956 exerted some pressure
on prices; wholesale prices increase-d 5.3%, while the cost of living index
rose by 15%. However, increased import duties and other indirect taxes
and a rise in the price of commodLities sold by government monopolies,
such as tobacco, contr-ibuted to thnze Drice rise in 1956, as did an increase
in prices for a number of im=orted commodities, such as fuel and some
ranufactured goods. The wholesale price index fell in both 1957 and 1958,
w.Thile the cost of living index, which rose 9% in 1957, fell 4% in 1958.

93. The Syrian authorities claim that money supnly increases have
exerted little inflationary pressure, pointing to the fact that Drice
increases as measured by available indices are mocderate, that exchange
holdings increased in 1956 and that, although they fell in 1957, they were
ro lower at the end of that year than they were in 1955. However, the
fact that imports increased considerably in 1958 desnite the loss of
incomes resulting from crop failures and the imposition of some import
restrictions is evidence of inflationary pressure in that year.

Trade and Pa-ments

94. Exports of cotton, wheat and barle7y have increased considerably
in volumre, although there have been substantial variations from year to year,
particularly in the cereals, owing to the influence of weather on the crops.
(See Table 26.) However, because of the decline in export prices of cctton,
the dollar value of ex-corts, as valued by the International Monetary Fund
for balance of payments purposes, was virtually stable from 1954 to 1957
at a level of around $160 mi'lion. Imports have run consistently higher
than exports, tho deficit being financed mainly by receipts from oil
companies for pipeline transit and by, a net surplus on current invisibles.
(See Tables 27 and 28.) Between 1954 and 1957 exchange holdings, as
reported in "International Financial Statistics" have shown relatively
small fluctuations, around US §j70 million; In 1958 expDorts fell, as the
result of bad harvests of wheat and barley, ancd imports increased; there
was thus a draw-down of foreign exchange holdings of ',24 million, or 35%5,
the largest loss of exchange experienced in recent years.
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95. In 1955, 48% of Syria t s e-ports went to W!estern Euroce including
the United Kingdom, 4% to the U.S.A. and 8% to the Soviet Bloc. In 1956
exports to the United Kingdom fell heavily and have not recovered their
forrmer irmportance. In 1958, 26% of exports went to l.Western Europe,
including the United Kingdom, and 31% to the Soviet Bloc. (See Table 29.)
Syria has thus experienced the same shift in the direction of her trade
as .- gypt, although to a lesser extent.

Prosirects

96. The immediate outlook will be greatly influenced b-y the 'Level
of agricultural production. Should th1is not substantially recover from
the low level of 1958, the short-term Syrian posi-tion will be extremely
difficult. 1/ Foreign exchange reserves fell sharplay in 1958, and at
the end of that year were equal to less than three mronths inports at the
1958 rate.

97, Even if exqSort volume and earnings recover in 1959, a continuation
of the inflationary pressures that were a-parent during 1958 might rerder
difficult any restoration of S7rria s exchange holdings. These inflationary
pressures stemmed nrincipally from the continuou!s government deficits
since 1956. The promulgation of the Ten-Year Development Plan and the
Five-Year Industrial Development ?lan suggests that the authorities will
undertake rore public investment in S-ria than in the past, including
considerable investment in petroleum. it will not be easy to finance
expenditures on the scale conterplated in these ?lans while devoting about
half of budget expenditures to national defense. Until more is known,
t.herefore, of the scale of public investment expenditures actually
undertaken and the means of financi4 ng them, the short-term outlook for
the Syrian Region must be regarded as weak.

98. The Mission was not able to undertake any independent examination
of Syria's basic productive potential nor any appraisal of its longer range
economic out'ook. Observers agree, however, that Syria's natural potential
for economic growth is good; the 1955 Survey M'ission Report noints out
especially that in agriculture "potentialities are still large". The
irrigated area can be expanded considerably through major projects
(e.g. the Euphrates), by smaller projects (e.g. the Sinn) and by well

4rrigation. Geological exploration is continuinl' and qualified sources
are horeful that oil production in the Kiortheast will be increased. The
hankts 1955 Survey Mlission suggested that 'tt"he period of rapid industrial
expansion has come to a close," but that some further increases could still
be expected.

lt Since this was written it is reported that the 1959 cereals harvests
in Syria are agai-n bad and that t1here is a possibility that the U.S.
may supply the Syrian Region with wheat and barley under PL-480.
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99. Nevertheless, it seems clear that the future rate of expansion
of the industrial sector, as indeed the agricultural, will be greatly
influenced byr government policies regarding -private investreret and
enterprise. The private sector played a very important role in Syria's
rapid economic growth over the past decade. If difficulties in financing
public invest-ent and balance of payments should lead the authorities
to assurme increasing direction over private trade and payrents, private
ca,oital may be less attracted to productive enterprise than forrerly.
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EXTERNAL DEBT UED CREDITTORTIHI.YESS

External Debt

100. The disbursed and still outstanding external debt of the U.A.Ro
amounts to about $224 million equivalent. In addition, there are unutilized
balances on lines of credit from both Eastern and 7Yitestern countries amounting
to $547 million. The table below summarizes the estimated situation as
at December 31, 1958, plus major reported additions through June 5, 1959;
a full statement appears in Table 31 in the Statistical Appendix. It
should be noted that external debt resulting from certain militarr credits
and service payments on such credits are not included in these tables.

SU11ARY OF EX-TRHAL PUBLIC DEBT
hMD U.NUTILIZED CPEDITS OF THE U.A.R. a/

(in millions of US $ equivalent)

Debt: Disbursed Credits: still
& still outstanding unutilized

Outstanding December 31, 1958 181.8 538.6

Egvt 161.0 398.6
Contractual debt 66.3 5.0
Payments settlements 29.7 -
Credits

from Western countries 32.8 104.2
from Eastern countries 32.2 289.5

S-Trla 20.5 140.0
Contractual debt 11.2 -
Credit (from Eastern country) 9.6 b/ 140.0 b/

Yajor Reported Additiorns c/
Jan. 1 - June 5, 1959:

Egznt 53.9 8.5
Payments settement 12.1 -
Credits (from WJestern countries) 41.9 8.5

a/ Does not include drawings on the International M6onetary Fund,
U.S. Government loans reDayable in local currency, or the debts
which are itemized in footnote 1 to Table 31 in Statistical Appendix.

b/ Estimated.

c/ In January 1959, $11.5 million equivalent was paid as instalment
on compensation to the former Suez Canal Cormpany.
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101. It will be noticed that the external debt of the U.A.R. differs
in structure from that of many countries. The amount of bonds outstandirng
is insignificant. The greater part of contractual debt Is for compensation
to the former Suez Canal Company and. the remainder largel for the supply
of equipment for specific projects. Borrowing for general balance of
payments purposes has been small and has taken the form of funding
excess swings on payments agreements with three countries. There are
no supnliers' credits, in the usual sense of that word, outstanding.
Finance of the supplier's credit type - for example, for the import of
industrial machinery - has been obtained almost wholly through
government-to-government lines of credit, soire from Western and some
from Soviet countries. Use of these lines of credit is being carefully
supervised by the authcrities and permitted only for purposes which they
believe fit in with official development programs. Included under the
heading "credits" is one loan for the import requirerents for the first
stage of the High Dam, construction of which is central in the Goverrmennts
development plans. So far little has been utilized on these lines of
credit.

102. It is difficult to estimate the service pay-ments on this debt in
vriew of the large amount still unutilized. It is not yet known whether
the full amount of the lines of credits will in fact be drawn, nor how
quickly drawings will be made. For purposes of this report, it has been
assumied that the full amount of all credits will be drawn before the
closing date, although the llission received indications that this is in
fact unlikely to occur. The table presented below shows, therefore, the
maximum service burden that could arise from existing credit arrangerments,
-"f presently unutilized balances were drawn in equal annual instalments
during the rerairing life of the respective credits.

ESTI11ATED SERiTICE PAYI:ETIS a/

(in millions of 0 equivalent)

K-9=t Srria Total
__963

Convertible currencies 35.6 1.6 37.2
Iocal currency and goods b/ 35.0 15.6 50Q6

Total 70.6 17.3 87.8

196/

Convertib-le currencies 22.5 - 22.5
Local currency and goods b/ 30.2 14.4 44.6

Total 52.7 14.4 67.1

a/ On debt included in Table 31, Statistical Appendix.
b/ i.e. pa.yable in an Egyptian or Syrian Pounds account against whieh

the creditor country can bay goods in the Region concerned.
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103. 1963 is the peak year of service both for total service of
existing U.A.R. external debt (including urctilized amounts) and for
service in the 7.gyptian Region; the peak year for the Syrian Region is
1962, which slightly exceeds 1962. After 1967 service falls off rapidly
en the Egyptian Rlegion and somewhat more slowly in the Syrian Region.
(See Table 32.)

Creditworthiness

104. The following discussion assurnes that each Region of the LT.A.R.
will undertake the primary burden of servicing external debt which has
been incurred for its benefit. This in effect assumes that it will be
some time be^fors there is an identity of mwonetary and exchange policies
and a pooling of exchange reserves between the RegiJons. However, the
possibility that in times of difficulty one Region would assist the other
to mreet its external obligations is not excluded.

*05. The structure of the foreign exchange receipts of the U.A.R. in
1957 is shown in the following table:

FOREIGN EXCKANGE RECELITS, 1957

(in millions of $ equivalent)

Eg~rpt Syria Total

Total Current Account Receipts 680 187 a/ 867

Exports to Soviet Bloc b/ 227 24 251

Balance 453 163 616

a, "Other services" net.

b/ Available statistics indicate that invisible currant receipts from
the Soviet bloc are small; the "Balance" therefore approxinntes
current account receints from the non-Soviet world.

106. Comparing estimated service in 1963 (the peak year) with foreign
exchange earnings in 1957 as a starting point, it would appear that the
1963 service is about 10% of foreign exchange earnings for both Egypt and
Syria, Fowkrever, service in "local currency and goods", which is service
on debt to the Soviet bloc, expressed as a ratio to exports to the Soviet
bloc, considerably exceeds 10% for both Egypt and Syria, while service in
convertible currencies is less than 83 of exchange receipts from the
non-Soviet world for Egypt and very small for Syria. This suggests that
if and when full servrice becores payable on credits from the Soviet bloc,
some shift in trade and/or paymen.ts from the 1957 pattern is likely to
take place.
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107. Such a shift would ilot necessarily affect the ability of the
U.A.R. or of the Egyptian Region to service external debt payable in
convertible currencies, even if the present lines of credit are fully
drawn. In the first place, t'he Soviet bloc credits are intended to be
used for productive purposes which would have direct or indirect
balance-of-payments effects. The greater part of these credits is for
financing of new industry, including petroleum and mining, the develop-
ment of which would replace some present or future imports. One Soviet
credit is for construction of the first stage of the hIigh Dam, without
which Egypt's net food imports wo-uld probably increase. In the second
place, service on the Soviet bloc credits differs in character from that
payable in convertible cur7rencies. These credits are serviced by payment
of Egyptiar or S-yrian pounds into non-resident ban'k accounts, and are
available for the purchase of Egyptian or Syrian goods and services,
respectively, for export. Such purchases may or may not be made, a-
the option of the creditor; there is no obligation on tqe part of the
debtor to supply goods at specific dates. Thirdly, the U.A.R. is under
no obligation to settle its indebtedness to the Soviet bloc in convertible
currencies; the Soviet credit to Syria provides that 40%, of service will
be made in Sterling, but it has an additional clause that the treatment
accorded Syria will be no more burdensome than that given to Egypt, and
the Egyptian credits from the Soviet are payable wholly in "local currency
and goods". It may be assumed that Syria will take advantage of this
escape clause.

1Os. It would therefore seem that, even if the present lines of credit
are fully drawn, the resulting structlure of external debt and the burden
of service payments would be no more onerous, and in all probability
would be less so, than if the debt were payable wnolly in non-Soviet bloc
currencies. The question therefore becomes whnether, on present prosnects,
the aggregate burden of debt appears to be manageable.

109. In earlier sections of this Report it was concluded that the
short-term external position of both Egypt and Syria is likely to be
difficult. Foreign exchange reserves in both Regions have fallen to a
level that provides little room for a further drawdoxMr. In Egypt the
short-run balance of payments prospects, even assuming internal monetary
stability, a-e not bright at the anticipated level of cotton prices and
until the benefits anticipated from the first stage of the High Dam and
the industrialization drive have been realized. Syria's balance of payments
outlook depends on the size of her agricultural production, which in turn
is largely dependent on rainfall.

110 in both Regions, moreover, inflationary dangers are likely to
be persistent. Although recent fiscal policies in Egypt, on balance, have
had a favorable influence on the monetary position, it will be difficult
for Egypt to finance from her oiTn resources any substantial addition to
development expend-tures. In the Syrian Region the existing inflatJonary
preosures may be aggravated if public investment is carried out on the
scale now enrvisaged, without compensating reductions in other fields.
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111. The U.A.R. authorities must therefore take extrem,-e care in
the management of internal and external finances and with regard to the
assumption of any additional foreign obligations requiring service
payments during the next five years or so, particularly since service
payments on exnisting ex.ternal public debt (including military debt not
shown in Tables 31 and 32) would be heavy during this neriod if existing
credits are fully utilized.

112. Longer term balance of payments prospects apn-5ear reasonably
favorable. Egypt's foreign exchange receipts, as pointed out earlier, are
likely to increase, perhaps in the order of magnitude of 25% over the
next eight years or so if agr7icultural and industri'al development give
good results. Egypt's longer run balance of payments should thus provicle
roorm to assume som.e additional foreign debt provided that undue expendi-
tures for non-econo-ic purposes are avoided and that the Authorities continue
to handle the difficult technical and financial problems confronting then
with prudence and skill, and that political conditions remain stable.
The same general conclusion applies to the Syrian Region.
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Annex

THE ECONOMIC DETFLOPYENT ORGANIZATITON

A presidential decree was issued on Jariuary 13, 1957 establishing
the Economic Development Organization (E.D.O). The E.D.0. was created
initially to consolidate most existing government investments in one entity.
Later, it also took over the French ahd British coroanies which were
"Egyntianized" in 1956. The activfities of the 0rgaization so Car are
limited to the Egyptian Region.

One of the objectives of the E.D.O., as described in Law 20,
1957, is to take part in directing and utilizing public funds for economic
development projects. It is therefore empowered to found commercial,
financial, industrial, agricultural and real estate companies; to increase
or decrease its inrestment in various enterprisce;to own companies'
shares and bonds; to contract loans from the government or banks, or from
foreign governments or institutions, or from international institutions;
and to issue its own bonds. The shares of the cogpanies founded by the
E.D.O. are intended to be negotiable,but according to information given
to the Bank mission, none have yet been offered for sale. The E.D.O. is
entitled to purchase on the market part or all of the equity capital of
any company in which it wishes to participate.

The Board of Directors is appointed by the President. Only
Egyptians by birth, who have no interest in companies in which E.D.O. has
invested or participated, are qualified for membershiD of the Board.
Decisions of the Board are submitted to the President for approval, who
has the right to cancel or amend them. The President of the Republic
also approves, the annual accounts of the E.D.O. (financial year, January
1-December 31). The net profits are to be transferred to the State
Treasury after allocating appropriate reserves for the Organization.

The F.D.C. is entitled to be represented on the board of a
company in proportion to its ownership of that company's equity. It is
authorized to have one seat on the board of a company in which it holds
at least 5% of the equity. If its equity holding is 25% or more it has
the right to appoint the chairman, the managing director and the gene-ral
manager of that company. The E.D.O. also has the right to request recon-
sideration of any decision taken by the Board of Directors or General
Assembly of such companies.

As of April 1959 the E.D.O.'s investments totalled a little
over WE 53 million in some 51 companies. It has also given credit of
about SE 9 million to various companies (details not available). Of its
total irrestment, some 20% was in banks or insurance companies, 18% in
metal and engineering industries, 10% in mining companies, 6% in textile
ind'ustries, 18% in chemical industries, and 10% in trade and transporta-
tion companies and 18% in other industries. Thus E.D.O. has a substan-
tial control over banks, insurance companies, several mineral resources
companies and an important assortment of industrial enterprises (see
attachment for details).
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J.M!Th7 TM1'EU\T O ECON01CJ.D MVEIXWPT'1'. O_ CPWIT -I_iJ U BY EXTT1LP ,,JSES

As cf flarch, 1959

Share E.D.'. Oflnership
Capital
IE '000 iE '000 Percentage

I. Banks ard Insurance Companies

1. 3ank of Ulexancria 1,000 1,00O0, 100.0
2. Bc)nque du Caire 1,000 499i.L 45v b
3. Bank al Goumhouriah 1,000 252.0 25.2
4. Banque de ItUnion Comim.orc-ale 500 125.5 25.1
5. The industrial Bank 1,500 768.0 51,2
6. Le Credit Agricole et Cooperatif 1,500 750.0 50,0
7. Le Credit .Hpothecaire 1,500 1,500M0 100.0
8. Le Credit Foncier E7ptien 8,000 k,752. 59.4
9, La Societe Urie pour los Asourances 2C0 200.0 100.0
10. La Societe "Al Chark'" pour. les Assurances300 2'8.9 &6.3
11. The iiational Insurance Co. o. P,gypt 161 106.1 65.S
12. Misiir Tnsurance Co. 500 145.0 29.0
13. The Cairo Inrsurance Company 400 10030 25.0

Sub-total 17 0l,45 -9'

II. ifinerals

l4 L The Ueneral Petroleum Company 3,000 3,000.0 100.0
15. Societe Egyptienne pour Raffinage et

le Comrerce Cia Petrole 1,500 741.0 L9. LI
16. The Sinai JUanl ganese Company 400 4c0.0 100.0
17. The Safaga Phosnciate Company 100 100.0 100.0
18. Societe Generale d1llmenic.e 500 500.0 100.0
19. U,rineral ifealth Comparny 700 435.6 62,23
20. The Associated L;iines Company 250 217.5 8'7.0
21. The Egyptian Black Sands Company 180 45.0 25.0

Sub-total 6,v30 5,43 91 82.0

II. Iletal and Tnineonirf Industries

22. The Y.gytian Iron & Steel Company 19,000 8,493.0 44.7
23- Societe Cenerale Tgvptienno de

llateriel cie Chemzis de Fer SBFIAF7" 500 383.5 76.7
24. Electro Cable L,rpte 600 312,0 52.0
25, The Smelting Company 250 247.0 9S.
26. The .rgytian Copvner l7orks 8co 96.0 12.0

Sub-total 21,150 9,531.3 45.1
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Share E.D. O.Is Ownership
Capital
1E 00O i; TOO Percentage

17. Chemical Industries

27. The Egyptian Chemical Industries Co.
t8KItAii 16,oCo 6,600o0 4125

28. Societe Generale de 1'T ndustrie
du Parier 1,195 491.1 41.1

29. The Transport and E>lgineering Company 2,000 500.0 25.0
30. The Portland Cement Co. - Helwan 1,650 960.5 58.21
31. The National Cement Production Co. 2,000 224.0 11.2
32. Societe Generale poar les Froauits de

Ceramique et de Porcelaines 1,000 326.0 32.6
33. Industrial Gases Co. 300 330.0 100.0

Sub-total 24,145 94701.6 381

V. Textile Industries

34. The Nile Fine Splaulers 2,250 1,097.5 87.b
35. Societe EgVrptienne de Filature et

Tissage en Lai.Le "PoletexIr 600 376.2 62.7
36¢ Societe Fgyptietu-e pour les Industries

Textiles 5 00 250.0 50.0
37. The Nile Textile Company 8C0 336.o 42.0
38. The Beida Dyers 1000C 333.0 33.3
39. Societe Egyptienne de Teinture et

d'Apprets 165 14.4 8.7
40. The General Jute Products Co. 3,000 750.0 25.0

Sub-tot a& 7g31T Ti17 7l
VI. Trade and Transportation

Il. The Nisr Foreign Trade Co. 500 275.0 r5.5
112. The General Interior Trade Co, 500 375.0 75.0
43. The Tractor and Engineering Co. 1,000 596.0 59.6
44. The General Company for Pharmaceuticals 500 500.0 00s.0
45. Societe Generale pour la Navigation

Maritime 3,000 3;000.0 100.0
,6. Misrair (Egyptian Airlines) 1,350 689.8 5le65
47. Bassili Timber Compa-y 500 118.5 23,7

Suib-total 7,370 ;5 1 73 7

VII.C Other Industries

48. Societe des Sucreries et des
Distilleries dt Egypte 12,000 6,120.0 51.0

49. The Eastern (Tobacco) Company 4,000 3,272s0 81.8
50. Societe pour la Construction et les

Habitations Populaires 500 100.0 20.0
51. Societe Egyptienne pour 1 Alinent 400 110.0 27.5

Sub-total 16,900 9,602.0

GRAND TOTAL 101,5 53,242.5 52.6

SOURCE: The Economic Development Organization, Cairo.
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STATISTICAL APPENDIX

THE. EGYFTIA1I REGIONq

1. Direction and Balarce of Trade
2. lhain Articles of Imports
3. ,ain Articles of Exports
4. Balance of Payments Estimates

C 5. Net Foreign Assets
6. Comparison of Support, Alexandria Spot Market and

Ilorld PIarket Prices for Karnac G/FG
7e Premium and Discount on Cotton Sales Outside Soviet Bloc
&. Direction of Exports of Cotton
9. Estimated Cash Deficit of Treasury

lOo Classification of Ordinary Budget Receipts and Expenditures
11 M¢loney Supply and its Counterpart
1X2 , Agricultural Production
13¾ Changes in Area and Output of !ain Agricultural Products
14. Area, Crop and Yield of Cotton by Varieties
15. Statistical Position of iMain Varieties of Cotton
16. Production of Crude Oil and Consumption and Imports

of Petroleum Products
17. Industrial Production
18, Development Projects Budget
190 Owlnership of Egyptian Public Debt

TIH SYRDIA REGION

20. Production-
21. Ordinary Budget Receipts and Exoenditures and

Development Projects Budget
22. Position of Public Sector
230 IMonetary Impact of Foreign Sector
24. Changes in 1ioney Supply
25. M.onetary Account>s, MIonetary System
26. Main Exports
27. Foreign Trade
28. Balance of Payments
29. Geographical Distribution of Trade

TIC UNITED ARAB REPUBLIC

30, Exchange of Trade betwireen the Egyptian and Syrian Regions
31. Estimated External Public Debt Outstanding December 31, 1958
32, Interest and Amortization Payment on External Public Debt;

Estimated Contractual Payments 1959-1973 on Debt.Outstand:ing
(including Undisbursed Amounts) December 31, 1958, with
Major Reported Additions through June 5, 1959.



Egyptian Region:

T13IR 1: DIRECTION AND BALANCE OF TRADE
(£E million)

Area and Principal 1954 1955 1956 1957 1958
Countries IsLorts Exorts Balance Imuorts Exports Balance Imnorts F,xoorts Balance Imports EBmorts Balance Imports Exports Balance

EASTERN COUNTRIES
U.S.S.R. 2.3 1.9 - 0.4 2.3 7.0 + 4.7 7.9 5.6 - 2.3 18.6 31.3 + 12.7 31.6 27.3 - 4.3
Czechoslovakia 2.7 6.o + 3.3 3.7 8.8 + 5.1 3.8 20.8 + 17.0 6.3 14,6 + 8.3 11.3 11.5 + 0.2
China 0-3 4.0 + 3.7 0.3 8.5 + 8.2 3.9 8.4 + 4.5 7.2 14.7 + 7.5 11.2 11.6 + 0.5
E. Germany 0.5 0.7 + 0.2 0.9 1.4 + 0.5 2.9 3.4 + 0.5 6,5 6.9 + 0.4 8.8 7.4 - 1.4
Poland 0-5 2.4 + 1.9 0.5 2.9 + 2.4 1.0 3.9 + 2.9 2.8 6.9 + 4.1 3.3 4.5 + 1.2
Rumania 1.7 2.7 + 1.0 3.9 4.0 + 0.1 5.0 3.3 - 1.7 2.0 3.3 + 1.3 3.8 3.8 -
Hungary 1.3 1.8 + 0.5 0.7 4.2 4 3.5 1.6 1.7 + 0.1 2.3 1.1 - 1.2 3.2 3.3 + 0.2
Others .1 .1 - - - - .6 1. + 0.9 1.0 0.3 - 0.7 1.8 1.0 - 0.8

TOTAL 9.4 1 + 10.2 12.3 . + 24.S 2 48 + 21.9 79.1 + 32.4 74,8 70.4 - 4.

WESTERN AND SOUTHERN EUROPE
United Kingdom 20.9 14.5 - 6.4 23.6 8.0 - 15.6 21.9 4.9 - 17.0 2.7 0.1 - 2.6 17.4 5.8 - 11.6
Weet Gervany 17.9 u1.5 - 6.4 19.2 8.0 - 11.2 21.0 6.8 - 14.2 18.1 5.6 - 12.5 19.9 2.3 - 17.6
Italy 12.6 10.5 - 2.1 14.9 7.5 - 7.4 11.9 8.2 - 3.7 13.7 6.3 - 7.4 4.0 4.6 + o.6
France 16.2 15.9 - 0.3 15.9 12.1 - 3.8 9.6 10.3 + 0.7 2.1 3.2 + 1.1 4.9 4.4 - 0.5
Belgium 5.1 2.5 - 2.6 4.9 2.1 - 2.8 5.1 1.4 - 3.7 5.6 5.5 - 0.1 3.4 2.2 - 1.2
Switzerland 4.8 4.3 - 0.5 7.2 5.5 - 1.7 5.3 3.9 - 1.4 5.1 4.8 - 0.3 12.4 14.4 + 2.0
Netherlands 5.1 3.1 - 2.0 5.8 3.3 - 2.5 4.9 3.4 - 1.5 7.1 3.7 - 3.4 5.7 2.2 - 3.5
Spain 0.3 3.3 4 3.0 0.3 1.9 + 1.6 0.3 o.4 + 0.1 0.8 1.8 + 1.0 7.6 5.6 - 2.1
Austria 2.7 2.5 _ 0.2 2.6 2.9 + 0.3 2.5 2.3 - 0.2 4.4 3.9 - 0.5 3.3 3.6 + 0.3
Finland 3.3 0.6 - 2.7 3.7 0.9 - 2.8 2.3 o.6 - 1.7 2.8 1.0 _ 1.8 2.9 1.3 - 1.6
Sweden 5.0 0.5 4.5 5.5 0,5 - 5.0 3.1 0.5 - 2.6 1.8 0.4 - 1.4 1.6 0.2 - 1.4
Others 71 1.7 60 6 5.9 1.3 - 4.6 5.3 1.8 - 3.5 6.0 2.7 - ,3 3.2 1, -

TOTAL 101.6 70.9 - 30.7 109.5 54.0 - 55,5 93.2 44.5 - 48.7 70.2 39.0 31.2 86.4 47.8 - 38.2 

ARAB COUNTIIES
Sudan 3.1 5.6 + 2.5 4.3 7.6 + 3.3 4.7 9.4 + 4.7 4.9 7.5 + 2.6 4.1 4.4 + 0.4
Saudi Arabia 5.6 1.8 - 3.8 5.2 2.2 - 3.0 4.1 1.8 - 2.3 6.o 3.4 - 2.6 2.4 3.3 + 0.9
Lebanon 0.9 1.6 + 0.7 1.3 1.5 + 0.2 0.8 2.0 + 1.2 2.1 3.6 + 1.5 1.9 2.3 + 0.4
Syria 0.7 0.9 + 0.2 0.9 1.0 + 0.1 1.4 1.3 - 0.1 3.5 1.4 - 2.1 4.8 3.8 - 1.0
Others 0.9 1.3 + 0.4 °o9 > + 0.8 0.7 2.1 + 1.4 1.3 42 + 1.0 I0 3. + 0.6

TOTAL 11.2 _ - 6 14.0 + 1.4 11.7 1 + 4.9 17.8 18.2 + 0.4 1 2 1 + 1.2

WESTERN HEI4ISPHERE
U.S.A. 17.8 6.6 - 11.2 21.8 9.0 - 12.8 25.0 4.7 _ 20.3 16.4 7.8 - 8.6 13.4 3.0 - 10.4
Others 3.5 1,9 - 1.6 1.2 0.2 - 1.0 2.7 0.1 - 2.6 1 0.2 - 2.9 0.3 0.1 - 2

TOTAL 21.3 8.5 - 12.8 23.0 9.2 - 13.8 27.7 4.8 - 22.9 19.5 8.0 - 11.5 17 3.1 - 10.6

OTHER COUNTRIES
Japan 2.0 6.8 + 4.8 4.7 8.3 + 3.6 3.7 10.6 + 6.9 7.3 10.4 + 3.1 4.3 8.4 + 4.1
India 4.0 18.3 + 14.3 7.3 12.9 + 5.6 7.0 8.9 + 1.9 8.3 7.5 - 0.8 8.5 4.9 - 3.6
Ceylon 6.5 0.5 - 6.o 6.4 0.4 - 6.o 2.9 0.4 - 2.5 2.5 0-5 - 2.0 1.8 1.3 - 0.5
Yugoslavia 0-7 1.1 + 0.4 1.0 1.6 + o.6 0.7 1.4 + 0.7 3.8 3.3 - 0.5 6.o 3.1 - 2.9
Others 8.8 7.1 - 1.7 10.4 8.6 - 1.8 124 6.6 - S.8 6. 4.2 - 2.5 4.6 4.7 + 0.1

TOTAL 22.0 + 11.8 29.8 31.8 + 2.0 27.9 + 1. 28.6 25.9 - 2.7 25.2 22.4 - 2.8

GRAND TOTAL 16. 1440 - 21.5 187.2 145.8 - 41.4 186.0 142.4 - 436 182.8 170.2 - 12.6 216.3 161.0 -

NOTE: 1) Export Xiigures include re-exports.
2) Irported gold for monetary purposes has

been excluded.

SOURCE:Ban of the Census and Statistics, Egyptian
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Epyptian Region

Table 2: hv:hIN AF.TCTES OF I120

(IS million)

1954 1955 1956 ]o57 1958

Uiheat and wheat flour 2.2 0.3 8.2 21.7 24.2

lNaize - - 2.1 1.8 1.2

Fruits and vegetables 3eb6 4 4.2 4.0 2eO

I1,eat, fish and products 0.9 13 1.9 2.4 1.6

Vegetable and animal oils & fats - - 4,2 6.3 408

Tea and coffee 10.0 lL0 7,9 8.3 9.9

Tobacco in leaves 4.7 4.8 5,i 505 5.24

Pharmaceuticals 5.2 5.7 4h7 5e2 8<.2

Crude oil and petroleln prod. 18.0 17.0 18.0 10.9 30.9

Fetilizer l1e2 965 8.0 13.3 15.3

Iron and steel wares 8.8 12.6 16e1 10.7 13.2

Timber for construction 7.1 8.4 5.5 6.7 910

J,ute sacks 1D8 304 3.0 3.7 2c8

Cardbooard and paper 4.5 4.8 64o8 6 7.5

,Tachinery and parts 904 16.3 15,6 8,o 21.5

Vehicles, parts and accessories 6.1 1006 8.8 5,5 7,0

ijool, raw 2,2 2.0 1.9 3.3 3-.9

VJool fabrics 1.8 1.9 1.2 0.3 0-3

97.5 113.7 121.2 125.2 168,7

Total Imports 16505 187,2 186eO 18208 216r3

Source: Nlational Bank of Eenpt Bulletin, 19,58, Cairo.
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Eg2njian Region

Table 3: iviAIN A-SI5CIES OF EXPORT

(WE. million)

1954 1955 1956 1957 1958

Cotton 1131 107.4 98.9 124.7 i09-9

Cotton yarn 4.4 4.4 4.5 5.8 7.1

Cotton piece goods L0a 1.0 3.6 3.6 405

Onions 2.3 206 4.7 3-4 4.0

Rice 2.6 ?63 8.9 11>7 13,5

Groudnuts - - 0.7 07 loO

Sugar and molasses - - O7 13 l9

Artificial silk fabrics - - 3.4 2.3 1.4

Others 4,c9 15,7 7. &18.1 20X5

Tp otal exports 1380.3 138.4 132.9 171.6 163.8

Eote: In some years totals do not fully check .with the total exports
shown in Table 1o The latter were supplied by the Bureau of
the Census and Statisticsz

Sources Y.B ,E. Bulletin, 1958, Cairo.



Table 4: BALANCE OF PAYMENTS ESTIMATES
Egyptian Region - 38 -

(£E million)

.CURRENT TRANSATIONS 1154 19S6 l9S 1958

RECEIPTS:
Proceeds of exports 139.8 133.1 129.9 166.0 151.3
Transit trade 4.4 6.o 2.6 1.0 2.0
Insurance a 0.5 0.4 0.4 0.1 -
Shipping 7.1 9.1 8.7 7.4 12.9
Suez Canal dues 30.6 31.8 29.3 24.3 43.0
Interest, div. & other 5.0 7.3 5.6 4.8 5.0
revenues

Travel maintenance 1.7 1.5 1.9 1.4 0.7
Other receipts 38.1 40.4 2/ 32.2 36.0

Total 222.2 227.3 218.8 237.2 250.9

DISBURSEMENTS:

Payments for imports 150.7 190.3 192.3 217.5 207.2
Transit trade 5.2 3.6 3.7 1.1 1.6
Films 0.3 0.3 0.3 0.2 -

Other commercial payments 2.4 2.5 2.9 2.7 -

Insurance a/ 1.0 1.0 o.6 0.3 10.8
Shipping 6.8 9.3 8.8 9.1 -

Interest, div. & other 18.1 17.1 10.7 2.9 2.2
revenues

Travel 11.2 8.3 6.1 7 7 2 6
Maintenance 1.8 1.9 1.9 1.2 )
Egyptian Government 9.L 11.0 12.9 16.9 22.4

expenditures
Other disbursements 11.7 16.0 / 11.6 8.8 16.1 c/

Total 218.6 261.3 251.8 268.4 262.9

Balance of current
transactions + .6 - 4.0 - 33.0 - 31.2 -_ 12.0

CAPITAL REMITTANCES

Inflow 2.6 4.8 3.5 1.3 3.4
Outflow (private) 2.9 2.6 3.2 2.5 - 1.8
Net inflow or outflow - 0.3 + 2.2 + 0.3 - 1.2 + 1.6

Donations - - + 1.7 + 1.1 -

Overall surplus or
deficit + 3.3 - 31.8 - 31.0 - 31.3 - 10.4

Accounted for as follows:

Changes in sterling
balances - 2.2 - 34.9 - 37.7 - 19.2 )

Changes in other foreign ) - 15.7
exchange holdings + 9.1 + 2.6 - o.6 - 13.9 )

Changes in N/R bankers
a/cs (inc., -) - 2.6 + 0.7 + 2.1 - 6.1 )

Changes in other N/R + 6.2
a/cs & other lia- )

bilities (dec., +) - 1.2 + 0.2 - 0.5 - 5.3
Use of IMF resources - - - 5.2 - 5.2 -
Monetary gold - - + 5.0 - - 5.0
Claims in respect of
Suez Canal Dues - - + 5.4 - -

Liabilities to the Sudan:
Reduction in Egyptian
pounds + 28.9 _

Increase in foreign
currencies - 9.4 -

Errors & omissions + _0.2 - 0.4 - 1.1 + 4.1
Total + 3.3 - 31.8 - 31.0 - 31.3 - 10.4

a/ Other than on imports or exports.
i Including unallocated items.
i/ Including some items separately mentioned in previous years.
Source: N.B.E. Economic Bulletins.



Egyptian Region

Table 5: NET FOREIGN ASSETS

(Securities at nominal value)

SE million (converted at official exchange rates)

End of: £ No. 1 £ No. 2 us $ cther Gold Total Balance of Payments Agreements Total net
currencies against Egypt in favor of F. Net foreign assets

1954 34.7 146.2 13.3 14.8 60.6 269.6 16.1 4.8 - 11.3 258.3
1955 March 52.5 131.1 15.4 14.9 60.6 274.5 18,3 9.3 - 9.0 265.5

June 49.1 129.8 13.9 15.6 60.6 269.0 24.8 9.7 - 15.1 253.9
September 37.1 125.0 18.3 11.3 60.6 252.3 26.1 8.3 - 17.8 234.5
December 20.8 124.9 21.3 9.7 60.6 237.3 19.5 10.4 - 9.1 228.2

1956 March 28.6 102.1 24.9 11.1 60.6 227.3 18.2 10.3 - 7.9 219.4
June 21.6 101.4 22.0 7.8 60.6 213.4 17.5 12.8 - 4.7 208.7
September 9.3 100.5 20.3 20.5 60.6 211.2 20.5 13.9 - 6.6 204.6
December 7.1 100.3 20.9 16.5 65.6 210.4 23.8 13.8 - 10.0 200.4

1957 March 26.0 80.7 23.6 18.6 65.6 214.5 26.2 18.2 - 8.0 206.5
June 28.0 66.1 22.2 24.5 65.6 206.4 35.1 19.4 - 15.7 190.7
September 27.3 66.1 21.5 26.4 65.6 206.9 60.4 18.0 - 42.4 164.5
December 27.1 61.3 15.8 18.6 65.6 188.4 54.6 16.8 - 37.8 150.6

1958 March 45.5 41.8 12.9 16.2 65.6 182.0 46.9 9.4 - 37.5 144.5
June 45.6 41.8 6.2 16.2 60.9 170.7 39.5 _a 10.5 - 29.0 141.7
September 44.0 41.8 4.6 12.6 60.6 163.6 49.1 a/ 14.6 - 34.5 129.1
December 44.5 41.8 4.2 10.4 60.6 161.5 56.8 a/ 16.7 - 40.1 121.4

1959 March 53.4 22.3 1.1 2.1 60.6 139.5 48.4 al 7.4 - 41.0 98.5
June 49.5 22.3 1.8 2.4 60.6 136.6 51,8 a/ 14.9 - 36.9 99.7

a/ Between March and May the outstanding balances against Egypt on the payment agreement accounts with West Germany and Greece of
respectively LE 4.4 million-and LE 5.9 million were funded. They are therefore included in the figures on the Egyptian region's
external debt and should in order to avoid double counting be deducted in this table as short term foreign liabilities although
the NBE still counts them as such. For this reason the relevant NBE figures as from June 1958 have been reduced by £E 10.3 million.

Source: Information provided by NEE and - for payments agreements - balance sheets NBE as published in NBE Economic Bulletins.
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Table 6: C Wi.1.:PISCN CF ¶jP.OR!.T LTLhVYA LP?. S7OT I-O_l KET l T7h(9,RLDJ
_';ARST PJICEs FOR K cAA- 0J

E. C. C. Support iKlexandria Spot ,iv%erpool rrice Discount22/
prlce eric _ ¢ er lb. needed to

Tallaris a per Tallaris 0 per c.i.f. meet world
per lb. per lb. F/G adjustea:a/ market price
cantar __ c snter _ (4)-(6) .t 100

(i ) (2) (3) (4) (s) (6)

1955/56 69.co 39.63 97.34 55.91 64.65 56.4

1956/57 Jaa 104.325 59.92 125.02 71.81 81.98 72.1

June 1C4.325 59.92 110.01 63.18 60.48 52.6 16.7ao

1957/58 Jan 76.00 43,65 83.9,4 48,22 51.99 44.8 7.1%

April 76.00 43.65 76.28 43.81 45.16 38.6 11 9,%

July 76.00 43.65 75.05 43.11 43.03 36.7 14.9%

1958/509 ct. 69s,co 3963 70.50 40.50 36.41 30.7 24.2%

Feb. 69.C0 39.63 72.04 41.40 32.97 27.5 33.6%

IPlarch 69,00 39.63 69.98 40 .20 31.95 26.6 3 3. 8%,

M4ay 69.00 39-63 70-00 40.21 36.22 30.5 24.1o%

1959/6o Sept. 69.00 39063 70.I60 L0.52 37.50 31.8 21O8

Note: 1 tallaris = LE C.2
1 cmntar = approx. 1CC' lbs. of lint cotton

a/ Adiusted for approxi-ate price differential betw.^een Gocd/Fully Good
and Fully Good (the latter be-nc some 8-10% above the G//'G level)
and for the price e3iffezentinl etween f.o.b. Alexandria and c.i.f.
Liverpool (2. 5-30 per pound).

b/ In March 1957 the firs'L official premi-m on forein exchange acquired
from the export of cotton i-as granted averaging about 15, and thus
allowing cotton exporters to give up to 13% discounat on their prices.
The premiumn has since varried frecquently (see Table 7).

S)ource: Compiled from data from "The United ALrab Republic Cotton Statis-
tics", Cairo 1959, and dAta supplied by EFyptian Cottorn Con ission.
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Table 7: PkItBIIJ AND DISCOTJNT OC COTTON SALES CUTSD)EP SO VET BLOC

Premium Discount

-Aarch-Ray 1957 15% a/ 13%

May-August 1957 20% b/ 17%

September-October 1957 10% c/ 9%

November-December 1957 5, c/ 5%

Januar-"iIarch 1, 1958 -

Yarch 11-March 9, 1958 d/ 30% 23%o/

I,M,arch 10-June 6, 1958 26.5% 21%

June 6-August 1958 25%-o 20%

September 1958-April 21, 1959 17.6% 15%

April 21--I.iay 10, 1959 53.8% 355

Mlay 1o, 1959-Milay 30, 1959 48.2% 32.5%

May 30-August 23, 1959 42 08-53.8% 30-35% e/

August 24-August 30, 1959 40.8% 29%

August 31, 1959-present 29.9% 23%

Note. At times the premium also applied to other exports.

a/ 7% for Indian Rupees; 10% for Italian Lire; 15% for Deutsche Iiarks;
20% for U.S. and Canadian Dollars.

b/1 15% for Indian .upees; 20,%S for EPU currencies; 25% for U.S. and
Canadian Dollars.

c/ liith possibility of somewhat higher premium for dollar sales.

d/ At this stage a premim on payments *.vas introduced of 30%, changed to
27%, on 1Larch 10, 1958, to 17.6% on September 2, 1958, and to 27.5%
on April 21, 1959; the latter rate is still valid.

e/ Between the end of PIay and August 23, 1959, the discount on cotton sales,
1958/59 crops, wjent dovn gradually from 35 to 30% (the premium
therefore from 53.8-42.8%) whereas the discount on cotton sales, 1959/60
crop, remained steady at 30% (premium 42.8%).

Source: Information obtained from National Baink of Egy-Qt.



- 42-

E7,rptian Regior

Table 8: DITRECTIO7 0' 'POJ? S OF COT='T

(Quantities in 1001 Cantars, valuie in
LE tnousands)

Total 'Soviet bloc Other

1955 Juantity 6J182 1,9 !2 L1,240

g of total 100 3ol0 4 68.6

Value 107,1436 32,94,9 74,3l87

• of total 100 30O7 69.3

1956 'uantity 5,229 2,181 3,0L18

5, of to-al 100 41.7 53 3

Value 98,399 1h2,690 55,709

S of total 100 43.4 56.6

1957 Quantity 5,878 3,384 27,L94

% of total 100 57.6 42.4

Value 124,156 71,747 52,Log

, of total 100 57.3 42.2

1958 Quantity 6,264 3,986 2,278

5of total 100 63.6 36.14

Vaple 109,947 69,002 b 0,945

% of total 100 62.3 37.2

1 9 5 8-19 59 1/ (Quantity 6,300 4.,050 2,250

% of total 100 64.3 35.7

Value 101,782 66,055 35,727

S of total 100 64.9 35.1
17 Cotton season, starting September 1, 1958 ending nugust 31, 1959.

Source: Compiled from data suprolied by B3E.
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Table 9: ESTNiTETD CASH 3EGICIT oF T-'2'SURY
MLE million)

End of:
D)ec June tuune une June Dec June
154 '55 156 ?57 t58 I 159

Assets

Govt. deposits PTBE
and commercial banks 16.7 38.6 18.1 15.2 22.3 36.5-/ 19.5t /

Liabilities

Treasury billsa/ 38.0 55.0 , 97.0 1i7.0 150.0 160.0 165.0
Loansb.f 123 0 1)i±Oc/ ld/ 'M nj I flI / z e
Tota' liabilities 151.0 203.0 253.0 305.0 33 322.0 7.0 

Increase (+) or decrease
(-) in net liabilities - 20.1 - 72,5 - 59.9 + 4.1 + 0o6 - 42.4

Adjustment for issuie
-triculturJ Credit
Bank bonds- - 20.0

Approxiimate adjustnent
for changes in Gov-
ernment holdings of g
own bonds (increase +) n,aO + 4h.0 - l0o0 + 10.7 - + l0o0

Estimated overall cash
deficit - 20.1 - 58.5 -82.9 + 14.8 + 0.6 - 32.4

-$/ December 25 for 7BE; December 31 for commercial bernks.
''*/ Jul,y 2 for NIBE; June 30 for com-mrercial b-nks.
a/ Exclusive of bills issued as note issue cover (LaTwr 57/1951) liquidated in Hiay

1955 (Law 242/1555).
b/ Exclusive of A.grarian RePon-l bonds (Law To. 330/1952).
c! Issue 3f L125 million Development bonds (L15 rnillion, 24- 1959/60; LE10 million,

3% 1964/65; LE10 million 3 4 1969/70) in January 1955.
d/ Issue of LE25 mlillion Development bonds (LES million, 245 1961 and L120 million,

- '971/73) and redemption of L=15 million cotton loan )?i 1954155) in April 1956
e/ Issue of LE15 million Development, bonds 3%, 1965/68 and redem-ption LE11 million

National Loan 2-.3/1% 1955s/58 in December 1958. Early in 1959 anothler develoOrient
loan we.Tas issued of L125 million; a-t the seime ti,me LE5 million 245 Development
Loan 1959/60 was redeenied.

f/ Relates to the issue of a LE20 m;illion loan by the Aqricultural Credit Bank,
which was taken up entirely b-y the National Banx under Government, guarantee in
February 195)7.

g/ Figures of government ho'dings of its o-n bonds are only aTrailable for the end
of thle year, (see Table 19). It has been assumed for calculation purposes that
changes in these holdings took place before the middle of the year concerned.

Source! Compiled from data published in the Tconomic Bulletin of the ILE, and other
information obtained 1rom t,e NlP.e
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TTble 10 L; cLASSTFICATIT0 CF 0?DRTA1LY BUDGET PECErTS A.J E-L?E UII;3
1955/56 IVNID 1957/58 a/

(LE millions)

Actual % of budget % of
19 55/55 totel 1957/58 total

R c vre nues

Direct taxes 40.7 15.2 52.3 17.14
of w.hich:

Land and building taxes 15-4l. 23.8
Labour earninpg and general 22.4L. 26.3

income tax _
Excess profits tax 1.3 0.1

Indirect taxes 1l8.0 40.14 Il5;l 38.3
of wFhich:

Customs & excise duties 103.0 108.0
Tax on transfer of real property 15. El

Duties ar.d fees 2h4.1 9.0 27,3 9.1
of which:

Stampn duty 6.3 8.0
Legal and registration duty 3.5 4.0

c/
State enterp rises 57-9 21.6 74.8 214.9
of -which:

State railw.ays 18.7 2105
Industries 16. 4 25. d
Telecormunications 5.6 6.0
State d omain 2.2 2.5
Ports 2.1 2.4
ICatural resources 2.9 3.3
Tlnome from sal'es of su-anlies 83 12.0
Share in nrofit of various comnanies 1.2 1.8

Others 36.9 13.8 31.1 10.3
of which:

Proceeds of confiscated -iroperties - 6,o

Total 267.5 100.0 300,5 100.0
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Actual % of Budget % of
1955/56 total 1957/58 total

Expenditures

Finance and Econornics 10.7 3.9) 21.9 7.8
Comrmerce & Industr-e/ 7.5 2.7)
Zublic Works 11.9 8.3 8.1 2,9
Agriculture 4.6 1.7 .5 3 lo5
Cornunicationse/ 23.4 8.5 31.7 11.2

Sub-total 58,1 21.1 66,o 23.4

Education 32.3 11.7 38.6 13)7
Pablic Health 8.1 2.9 9.7 3,LJ
Social Affairs & Labor 3.6 1.3 3.0 1il.
Pens ions 10.7 3.9 11.6 1X,
High Cost or? Living Bonus 29.2 10.6 2L.8 q3.8
Subsidies tow.ards cost of living 6.3 2.3 2.1 0o,8

Sub-total c0.2 32.7 89.8 31.9
e/

Tlrar 85.4 31.0 71 9 25.5
C'd'~~-total 85.4 31.0 71.9 25.5

Foreign Af fairs 1.6 0.6 2.1 o.8
J'jstice 3.5 1.3 3.9 1.4
Municipal Affairs 8.1 2,9 10.0 3.5
Interior 11.1 4.0 12.8 4.5
Public iebt 6. 6 2.L 8.0 2.8
0therst/ 10.9 4.o 17.4 G.2

Sub-total 41.8 15.2 5L.2 19.2

Geineral Total 275.6 100.0 281.8g/ 100.0

Note: Totals may not add exactly due to rounding

This table aims at -providing son-e insight into the structure of Egyvpt's
ordinary budget. The year 1955/56 is the last year for which more detailed
actual figures are available; the year 1957/58 is the lastu year for -which
an independent Egrptian budget W-as made. The current (1958/59) budget includes
a substantial contribution to the Central UPZZ budget and also coritains solme
structural changes, in particular the omission of expenditures and revenuusc
from the State RailwayTs snd the General Petroleum Authority, for which
autonomous budgets have beer established. Excluding these revenues and
expenditures the 1958/59 budget balances at LE 200.7. On the expenditure
side this figure includes a contribution of LE 9,25 million to the
Devrelopment Projects budget and an allocation of LE 71.L million to the
Central UAR budget. The latter contribution has been cffset by transfer-
ing the expenditures of the Yinistry of Foreign Affairs the Iqi'iistry of lv'ar
(apart fron some 20% of internal Egyptian exnenses for purposes such as
meteorological service, coast and customs guards, etc.) and smaller items such
as tide Presidency and the Nationol 'ssemb'y to the Central UAR budget.
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b/ Includes an unknowin, probably small, amount of taxation on movable
propert.es.

c/ Reveniues from the Railways. government industries, telecommunicctions
and possibly also from natural resources and ports, are gross earningo.
In order to obtain an ipression of the net contribution of these
items to the budget the re'levant items on the expenditure side have
to be deducted (see foAtnote e/)

d,' Includiing LF 15 inillions gross earnings from General Petroleum
'uthority.

e/ Under the Iiinistry of Industry the expenditures of the General
?etrolelm Authority (L3 9.3 million in 1957/58) and of the Gas &
Electricity Administration of Cairo (LE 6.2 million in 1957/58) are
included. Under the INinistry of Commrunications the expenditures of
the State Rail>Tays (LE 230 million in l057/58) and of the Telecomrnunica--
ticns .uthority (LE l.o million in l957/58) can be found. The ix7 nwstir
of Tear budeet contains the expenditures of the military and aircraft
factories (LE 5.8 in 1957/58)

fv' Includes, apart from relatively small items,for exnenses of the
Presidency, Ci'ril Service Co.nmission, ;14inistries of National Guidance
& SupTly and different other general authorities, some nore substantial
items such as - in 1°57/58 - TE L4.0 milliDn for payment to former
Rritish Army workers, LJ 3.1 million for the establishment of joint
rural centers (the so-ca2led "combined units"), LE 1.7 million for
El Azhar Univarsity and Religious Institutes and LE 1.25 million for
"Promotion of the IKational Economy"=.

g/ The estimmated surplus in the ordinary budget for 1957/58 of LE 18.7
million has been allocated to the Develonment Projects budget.

Soulrce: Ministry olf the Treasury. Budget reports and other
information.
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Table lOB: CLASJIj CATION OF ORDINARY BUDGET RECEIPTS AND EXPENI)ITUiES
and 1959/60

(bE millions)

Budget % of Budget % of
1958/59 total 1959/60 total

Revenues

Direct taxes 60.9 21.7 63.5 19.7
of -vihich:
Land and building taxes 21.6 - 19.7 -
Labor earnings and general
income tax 27.6 - 31.3 _

Excess profits tax .2 - .1 -

Indirect taxes 102.6 3605 112.0 34.9
of which:
Customs and excise duties 102.6 - 112.0 -
Tax on transfer of real property 4.0 - 4.0 -

Duties and fees 21.8 7.8 25.2 7.9
of which:

Stamp duty 7.3 - 8.o -
Legal and registration duty 3.4 - 3.3 -

State Enterprises 1/ 36.1 12.9 36.2 11.2
of which:
Industries 1.7 - 1.7 -
Telecommnunications 6.4 - 6.8 -
State domain 1.9 - 1.1 -

Ports 1.8 - 2.1
Natural resources 3.0 - 3.6
Income from sales of supplies 200 - 0.7 -

Share in profit of various companies2.3 - 2.5 -

Others 58.6 21.0 84.6 26.3
of which:

Proceeds of confiscated properties 6.0 - 4.0 -

Total 280.8 100.0 321.5 100.0

1/ Exclusive of State Railways and Petroleum Authority (revenues
respectively TE 62.1 million and FE 24 million in 1958/59) for which
separate budgets have been established.
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Budget. % of Budget % oe
1958/59 tot'^.l 1959/60 total

Expenditures

Finance and economics 6.3 2o2 6.2 2.2
Commerce and industry 7.8 2.9 1.0 0.3
Public works 8.6 3.2 15.8 5.4
Agriculture 4.8 1.8 3.6 1.2
Communications 11.7 4.3 11.6 3.9

Sub-total 39.2 14.4 38.2 13.0

Education 39.3 14.4 41.4 14.0
Public health 10.1 3.7 10.9 3.7
Social affairs and labor 3.1 1.1 3.1 1.1
Pensions 12.8 4.7 15.2 5.3
High cost of living bonus 21.4 7.9 20.7 7.0
Subsidies towards cost of living 7.3 2.8 9.5 3.2

Sub-total 94,0 34.6 100.8 34.3

,Tar 13.9 5.1 -
Sub-total 13.9 5.1 - -

Contribution to the unified budget 71.3 26.2 95.8 32.7
Sub-total 71,3 26.2 95.8 32.7

Justice 4.0 1.5 4.3 1.5
Iunicipal affairs 10.2 3.8 9.9 3.3
Interior 13.2 4.9 13.5 4.6
Public debt 10.5 3.9 10.8 3.7
Others 15.2 5.6 20.5 6.9

Sub-total 53.1 19.7 59.0 20.0

General total 271.5 100.0 293.8 100.0

Source: Central ILlinistry of Economy, Cairo.



Egyptian Region Table 11: MONEY SUPPLY AND IIS COUNERPART

(TbE million)

SWm1Y Dec.31, 1954 Dec.31, 1955 Dec.31 1956 Dec.31, 1957 Dec.31, 1958 June 30, 1959
Net currency circulation outside banks 186.9 185.4 226.5 213.0 206.9 178.6
Private demand deposits with conn'1 banks 117.7 123.9 135.0 162.1 154.4 155.6
Private demand deposits with NBE b/ 5o.6 56.7 56.6 44-4 39.4 _47. (et.)

Total 355.2 jzo 418.1 419.5 400.7 381.2
Increase or decrease , 10.8 f 52.1 f 25.2 al 18.8 _ 19.5

Counteart
Credit to private sector

Ia) Commercial banks 151.1 154.2 171.3 187.5 209.9 174.5
(b) NBE 9.3 16.5 24.4 33.3 37.1 4.2

160.4 170.7 195e7 220.8 247.0 219.7
increase 10,3 f 25.0 , 25.1 $ 26.2 - 27.3

Net credit of banking system to govt.
.-ovt. debt to NBE 46.4 87.3 155.3 189.9 J 204.0 j 202.2 c|
Go-At. debt to comll banks 9.6 10.3 23.8 21.8 25.7 32.6
.iovt. deposits with NBE and ccnm'l banks 16.7 11.7 16.7 22.3 36.9 __

Balance 39.3 85.9 162e4 189.4 192.8 215.3
increase $ 46.6 7 76.5 $ 27.0 f 3.4 + 22.5

Net Foreign Assets / 251.3 219.2 177.0 129.5 125,5 112.7
Decrease - 32.1 - 47.4 eJ 23.8 f/ - 4.0 - 12.8

Time & Savings Deposits
-Ath Comll banks and NBE 49.0 50°5 47.4 46.9 67.8 70.8 (est.'
Increase (-) or decrease () - 1.5 L 3.1 f 0.5 _2D.9 - 3.0

Consolidated Statement (-1E million)

End of
MoneU r Supply 19L55 1956 1957 1958 June 1959

Žncrease or decrease 710. 8 52.1 f25.2 18.8 - 19.5

Resulting from changes in:
Bank credits to private sector f 10.3 , 25.0 $ 25.1 f 26,2 - 27.3
Net credit of banking system to govt. , 46.6 3 76.5 / 27.0 / 3. 4 22.3
Net foreign assete - 32.1 _ 47.4 23.8 29.2 / - 12.8
!"ime & Savings deposits (increase -) - 1.5 $ 3.1 , 0.5 - 20.9 - 3.0
Errors and omissions -12.5 - 5.1 - 3.6 L 1.7 + 1.3



Footnotes:

2/ TE 1.4 million $ 1E 23.8 million currency withdrawn from the Sudan in 1957.

b Excluding IIP deposits with N.B.E.

v/ Including LE 20 million governmment guaranteed securities issued in 1957 by the Agricultural
Credit Bank.

d/ Net foreign assets as given in this connection by MBE give securities at book value and include
net foreign currency and Egyptian Pounds holdings on clearing and payments accounts.

e/ BLE 42.2 million A LE 5.2 million IMF drawing in 1956.

gi 1E 47.5 million mninus TE 28.9 million resulting from settlement with the Sudan regarding
currency withdrawal plus BE 5.2 million IMF drawing in 1957.

gj According to the figures that the NBE uses in its presentation of the money supply counterpart
the decrease in net foreign assets during 1958 was only LE 4.0 million. There must be some mistake
here, because the NBE data on "Net Foreign Assets" (Table 5 ) show a much higher decrease
(-E 29.2 million), which is more consistent with the other monetary data for 1958. The latter
figure has, therefore, been used in the above table.

Source: Statistical information supplied by N.B.E.



EZrptian Region Tablo 12 AGRICULTURAL PROC)CTION

Area (1 oo feddans) Production ('nOOsL
Crop 195054 2219 12 55 1956 1957 1958 Unit 19 1954 1955 195-6 ?5 1958

Cotton 1,811 1,580 1,816 1,653 1,819 1,906 .antar 4 45 k,;. jL/ 8,395 7,750 7,440 7,230 9,020 9,838

Cereals
Wheat 1,518 1,795 1,523 1,570 1,514 1,425 Ardab - 150 kg. 8,104 11,530 9,676 10,316 9,781 9,414
Barley 122 122 136 132 133 136 Ardab 120 kg. 857 963 1,055 1,065 1,000 1,12()
Maize 1,707 1,904 1,833 1,836 1,769 1,955 Ardab = 140 kg. 1o,869 12,520 12,242 11,803 10,680 12,475Millet 437 457 437 479 448 423 Axrdab 1140 kg. 3,908 3,920 3,836 4,241 4,044 3,879Rice 497 610 600 690 731 518 Ardab = 200 kg. J 2,526 3,717 4,435 5,328 5,498 3,478

Pulses
Beans 333 310 358 337 355 360 Ardab - 155 kg. 1,435 1,516 1,693 1,328 1,637 1,678 ILentils 71 87 01 82 83 73 Ardab = 120 kcg. 277 376 307 298 331 265Chick peas 13 9 13 12 11 10 Ardab- 150 kg. 54 43 55 48 44 40 '-4Fenugreek 53 51 61 67 65 58 Ardab = 155 kg, 205 213 252 256 277 243 1Lapine 12 13 15 17 17 17 Ardab 150 kg. 47 52 63 61 72 72Groundnuts 28 32 34 35 36 38 Ardab = 78 kg. 282 327 378 387 417 438

Potatoes 27 32 28 33 36 34 Metric tons 100 225 182 235 240 232
Chiong 30 45 50 46 50 n.a. Cant-ar -45 kg. 6,289 8,440 9,232 8,959 10,717 n.a.
Bersoem 2,165 2,275 2,350 2,318 2,363 n.a. Axrdab = 157 kg. - 242 239 226 244 n.a.
Sugar cane 91 115 111 110 109 n.a. Metric tons C 240 319 312 299 305 3°0 (est.)
Vegetables dJ - - - - 383 412 Metric tons - - - - 2,540 2,803
Fruits e/ 101 109 107 111 n.a. IIetric tons - 978 960 931 964 987

V Lirt; bJ Nhite rice; c/ Sugar (product); #/ Includes potatoes; e/ Excluding palm trees; f/ Includes dates.
Sourcc: 1B3E, E,xrnomic Bulletin and Mionthly Bulletin of Agricultural Economic Statistics

and Legislation, 1958; Ministry of Agriculture, Egymt.
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Table 13: CHANGES IN ARFA AND OUTPUT OF MAIT AGRICULTURAL PIRODUCTS

Aroa (o000 feddans) Production (1000a)

Crop 1950-54 1955 1956 1957 1958 Unit 1950-54 1955 195- 1957 195B

Cotton 1,811 100 1,816 100 1,653 91 1,819 loo 1,906 105 Cantar = 45 Kg. a/ 8,395 100 7,440 88 7,230 86 9,020 107 9,838 117

Wheat 1,518 100 1,523 100 1,570 102 1,514 lo 1,425 94 Ardab - 150 Kg. 8,104 100 9,676 119 10,316 127 9,781 121 9,414 116

Maize 1,707 100 1,833 107 1.836 107 1,769 103 1,955 115 Ardab = 140 Kg. 10,869 100 12,242 112 11,803 109 10,680 98 12,475 114

Beans 333 100 358 108 337 101 355 107 360 108 Ardab - 155 Kg. 1,435 100 1,693 121 1,328 95 1,637 117 1,67c0 11.9

Onions 30 100 50 166 46 1S3 50 166 n.a. - Cantar = 45 Kg. 6,289 100 9,232 146 8,959 142 10,717 170 n.a. -

Potatoes 27 100 28 104 33 123 36 133 34 126 Metric tons 180 100 182 101 235 131 240 133 23z 128

Others 3,890 100 3,947 99 4,049 1u4 4,490 111 4,268 109

Total 9,316 100 9,555 102 9,524 102 10,033 107 9,998 107

a/ Lint.

Sourcei NBE, E conomic Mulletin aui Monthly Bulletin of Agricultural EconomiA Statistics and Legialatiou, 1958; ministry of Agriculture, Egpt.
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Table 14 : hREA, CR0P? ~U YIELD OF COTTON BY VARIETIES

1954-55 1955-56 1956-57 1957-58 1958-59

Karnak
Area (Feddans 000's) 559 786 608 608 521
Crop (Cantars 0OO's) 2,352 2,367 2,132 2,119 2,249
Yield (Cantars per feddan) 4.21 3.01 3.51 3.48 40L

Menoufi
Area (Feddans 000's) 35 53 159 316 610
Crop (Cantars 000's) 211 299 822 1,966 3,550
Yield (Cantars per feddan) 5.95 5.64 5.19 6.22 5.82

Guiza -
Area (Feddans 000 s) 443 327 331 234 50
Crop (Cantars OCO's) 1,970 1,369 1,231 837 193
Yield (Cantars per feddan) 4.44 4.19 3.72 3.58 3.88

ishmouri
Area (Feddan COO's) 540 644 537 602 609
Crop (Cantars OOOts) 3,024 3,l18 2,780 3,592 3,099
Yield (Cantars per feddan) 5.60 4.95 5.18 5.97 5.09

Scarto and Others
Area (Feddan Cools) 2 6 18 60 115
Crop (Cantars OCOts) 189 214 259 507 834

To al
Area (Feddan 000's) 1,579 1,816 1,653 1,820 1,905
Crop (Cantars OCOts) 7,746 7,437 7,230 9,021 9,925

Source: The United Arab Republic Cotton Statistics, Cairo, 1959.
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Table 15: STATISITCAL POST±IU1Ci OF iAIN VA_iT T].ES OF COTTON

1,000 Cantars

Karnak Ilenoufi Guiza 30 Ashmouni

1955-56

Carry-over 31/8/55 662 82 578 604
Govt. stocks 1/9/55 378 49 41 150
Crop 2,367 298 1,369 3,187
Supply at 1/9/55 3,029 380 1,947 3,791
Exports 2,613 311 1,483 2,020
Local Consumption 70 3 176 1,)489

1956-57

Carry-over 31/8/56 270 58 215 227
Govt. stocks 1/9/56 214 30 109 13
Crop 2,122 828 1,231 2,781
Supply at 1/9/56 2,468 894 1,519 3,063
Exports 2,002 733 1,031 1,334
Local consumption 86 41 233 1,337

1957-58

Carry-over 31/8/57 275 93 117 313
Govt. stocks 1/9/57 103 24 23 13
Crop 2,119 1,966 837 3,592
Supply on 1/9/57 2,499 2,086 1,092 3,984
Exports 1,400 1,451 507 2,121
Local consunption 126 104 279 1,112

1958-59

Carry-over 31/8/58 853 429 194 364
Govt. stocks 1/9/58 384 153 67 55
Crop 2g249 3,55o 193 3,099
Supply on 1/9/58 32 3,979 387 3563

Export commitments 15/4/59 979 23950 184 16280
Local consumption until 15/4/59 71 150 78 1,009
Govt. stocks on 15/4/59 1,445 522 56 28
Carry-over 15/4/59 607 357 69 11146

Source: Bulletin of Agricultural Economics, Statistics and Legislation,
1958, Cairo, linistry of Agriculture, Egypt.
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Table 16: P.AODUCT IO 01 CPIUD- OIL AND CONSU iPTION ATD IlEPORTS
OF PETROLFULK PRODUCTS a/

(1,000 metric tons)
Year Production Consumption Impaorts

(CrudeF7 (Petroleum (Petroleum
Products) Products)

1954 1,989 3,441 1,530

1955 1,818 3,775 1,808

1956 1,712 3,928 1,215

1957 2,368 3,787 1,632

1958 3,184 4,154 1,474

a/ Export figures are available only for 1958; export of crude oil
-sas 1.15 million tons and that of petroleum products only 8,000
tons.

Pif)DUCTIOJ AvND CONSUIPTION OF PETa)LEUH PRODUCTS
(1,000 metric tons)

1954 1955 1956 1957 1958

Prod.Cons. Prod.Cons. Prod. Cons. Prod. Cons. Prod. Cons.

Gasoline - 262.8 - 288.3 262.1 293.4 289.0 255.0 331.1 246.0

Kerosene - 770.3 - 798.2 236.1 859.6 277.1 668.0 295.3 654.0

Miazout - 1901.1 - 2C83.2 1718.3 2077.0 2075.4 2166.6 2009.2 2484.0

Solar and - 369.8 - 421.5 270.0 475.4 353.1 574.0 382.4 640.0
Diesel

Bitumen - 45.0 - 72.1 113.6 89.8 100.5 115.0 113.3 120.0

Butagus - 5.2 - 6.8 8.3 8.2 9.4 8.4 12.3 10.0

Aviation - 45.8 - 60.4 - 70.8 - - - -

Gasoline
Lubrication - 41.1 - 44.8 - 53.8 - - - -

Total 3441.1 - 3775.3 2608.4 3928.0 3104.5 3782.0 3143.6 4154.0

Source: Petroleum Authority (Egyptian) and Economic Development Organization,
Cairo.
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Table 17: IN1DUSTRIAL PRODUCTION

Average
Industry TJ_ 1952-54 1955 1956 1957 12958
Textile Industr-v

Cotton yarn Tons (000's) 60 73 75 81 87
Cotton fa>brics Meters (million) 331 380 411 456 208 (first 6 mos).
lJool yarn Tons (0CO's) 3 4 4 5 2.7 ( " " "
Vlool fabrics Tons (OQOts) 1.7 ; 2..0 2.0 2.0 .l ( " "1
Rayon yarn Tons (000's) 3 4 6 5 2.4 ( "
Staple fibre yarn Tons (OOO's) 3 4 3 3 1.6 ( " " 
Rayon fabrics Mieters (million) 55 65 68 63 34.5 ( " " "
Jute cloth Tons (000's) 2 2 2 2 n.a.

Food Industry
Sugar Tons (000's) 229 319 312 299 n.a.
Glucose Tons (CCO's) 9 15 18 22 n.a.
Starch Tons (CCO's) 5 6 8 7 n.a.
ITines 1/ Liters (billion) 1.3 1.6 1.5 1l5 n.a.
Beer Liters (million) 9 12 1 10 n.a.

Cherical Industry
Cottonseed oil Tons (OCO's) 98 85 85 86 93
Soap Tons (OCO's) 66 90 72 84 n.a.
Fertilizers Tons (OCO's) 215 328 329 378 n.a.
Alcohol Liters (million) 13 12 13 16 18
Caustic Soda Tons (000's) 2 2 2 3 n.a.

Other Industries
Iron bars Tons (000's) 61 89 95 100 n.a.
Paper & Cardboard Tons (000's) 21 29 32 35 n.a.
Rubber tires Units (CCO's) - - 64 156 n.a.
Electric Ref-

rigerators Units (000's) - 3.1 43 8.0 n.a.

Building iaterials
C,ene nt Tons (00O's) 1,094 1,371 1,351 1,466 1,517
C-lass, crystal

and bottles Tons (OO'ts) 11 11 21 17 n.a.

Petrcleum Reefininu
Gasoline Tons (0 0 0 st) 199 259 256 289 331
i'erosene Tons (000's) 221 253 242 277 295
Diesel & solar oil Tons (000's) 159 409 264 353 382
Furnace oil Tons (OCO's) 1,335 1,563 1,597 1,941 2,009

TFlectric Power
(Public Utilities) KWH (nillion) 1,023 1,411 1,545 1,693 n.a.

Extractiive ln('ustries
Crude oil Tons (00's) 2,224 1,808 1,729 2,337 3,184
Phosph :tes Tons (OCO's) 485 626 615 568 287 (first 6 mos).
1Nanganese Tons (OO's) 221 220 200 76 71 ( " " "
Salt Tons (000's) 327 4C2 386 384 115 ( " " "
Iron ores Tons (OCO's) - - 131 254 n.a.

1/ Includes srall amounts of spirits.
Source: NBE Economic Bulletins and additional data obtained from NBE.
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Table 18: DE.jELOPI,IJT PROJECTS BUDGET a/

(nE million)

A. TOTAL EXPENDITURES

Total budgeted from 1952/53-1957/58 213.2
Actually spent from 1952/53-1957/58 153.4

of which for:

Public IU,Iorks (primarily irrigation and water control) 57.6
Development of oil and mineral resources 22.1
Agriculture and livestock improvement 8.8
Roads and communications 34.4
Projects undertaken by independent organizations b/ 18.9
Finished projects 11.6

Budget Actual

1952/53 0.3 0.2
1953/54 42.6 27.4
1954/55 4200 29.0
1955/56 54.2 39.4
1956/57 45.8 )

) 57.4
1957/58 28X3 )
1958/59 46.0
1959/60 98.0

B. SPECIFICATION OF EXPUNDITURES FOR 1958/59 and 1959/60

1958/59 1959/60

Public works 12.0 14.2
Oil and minerals 4.2 1:5
Agriculture and livestock 0.4 2.5
Roads and communications 1Oo0 11.2
E,xansion cultivable area 3.8 6.8
Five-year industrial plan 12.0 45.5
High Asvan dam 2.6 13.2
Other development projects

(Fayoum and Behera province,
latrum VJalley and desert
development) 1>0 3.2

46.o 98.1
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C. PROPUSED APP?iOXIhATE -iAY OF FTh-Ai'vC2G 1959/60 BUDGET

Surplus ordinary budget 27.6
Drawings on foreign credits 20.0
Use of counterpart funds of P.L. 480 imports 20.0 (minimum estimate)
Additional surplus ordinary budget as a

result of special economy measures 6.o
Issue of domestic bonds 2,'r0

a/ The special budget for "National Production Development", as the
Development Projects Budget is also called, is riot the only source
for development expenditures. It was not possible, however, to
get a consolidated statement of development expenditures in the
ordinary budget or in annexed or autonomous budgets.

b/ The projects undertaken by independent organizations include land
reclamation in Beheira and Fayoum provinces, development of Natrum
Valley, High Dam project; the Permanent Organization for Land
Reclamation and the Liberation (Tahrir) province.

Source: N\BE Economic Bulletins and data received from Ministry of the
Treasury and Central Mqinistry of Economy, Cairo.
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E-a-ptian Region

Tablo 19: OJNERSHIP OF EGYPTIIAN,J PUBLIC DEBT

(LE million)

End of:
1955 1956 1957 1958

Eavptian Government Securities held by:

National Bank 17.6 17.8 26.7 26.5
Other Banks 9.0 15,3 15.0 23,2
Postal Savings Bank 19.8 24.8 27,7a_ 24.6
Government 11.3 25.3 15,3 a 26~0

Other holders 75,3 74L.8 73.3 61.7
Total 133.0 15-8.0 158.0 162.0

ER ian Governm, ent Treasury Bills

Ndational Bark 69.7 137.5 143,2 157.5
Other Banks 1.3 8.5 6.8 2.5

71.0 14;6.0 150.0 160..0

a/ As at September 1957

So-rce: Data obtained frcm NBE; 1958 figures adjusted according
to information received from the Department of Public Debt
of the Ministry of the Treasury (Egypt)
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Syrian Re-ion

Table 20; PRODUCTION

(Thousand tlons)

1954 955 1956 1957 1958

Raw cotton 221 233 253 291 250

{Jheat 965 438 13051 1,354 562

Barlay 635 137 462 721 228

Shoeo and Thmbs
slauehtered (thousands) 569 747 750 763

Tobacco manufactures 2.9 3.0 3.1 2.9

Sugar 36 45 50 44.6

Caine nt 249 264 326 315

Electricity generated
(million KWH) 129 147 156 172

Industrial use
(Crillion KWH) 42 47 46 53

Source: Directorate of St-atistics, h-inistry of Nlational Planning,
Syrian Region.
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Syrian Region

Table 21A: ORDINMEY BUDGET R,ET,IPTS F\YD 7.PEN0ITJIES

(TS million)

Actual Budget
1955 1956 1957 195d/59 1959/60

Revenue

Direct taxes 50.8 60.3 71.8 89.5 95.1
Indirect taxes 180.1 191.6 204.0 215.6 210.3
Revenue from public services 36.5 24.2 26.0 22.7 80.1
Petroleum revenues 10.6 56.8 32.8 85.7 96.0
Other 1.4 1.5 1.6 1.6 11.9
Grant from Egyptian Region - - - 25.0 -

Total Revenue 279.4 334.5 336.2 181.4 440.1 493.4

E:pendi ture

Defense 81.5 160.9 198.4 130.1 234a.0 239.0
Security 23.3 28.0 26.2 12.8 31.7 40.0
Education 49.5 52.7 59.4 23.4 64.0 77.3
PubLic W:rorks, Communications
and 'griculture 31.0 24.3 20.5 8.7 33.2 40.4

Other 63.8 102.5 82.3 32.9 98.2 96.7

Total Expenditure 249cl 368.4 386.8 212.9 461.1 W93,4

Budget Surplus or Deficit (-) 30.3 -33.9 -50.6 -31.5 -21.0 -

a! First six months.

Source: Budget Statement by 1tinister of Treasury, Syrian ,egion,
September 1958.
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Table 21B: DEVELOP`ENT PROJECTS BUDGET 1959/60

(=S million)

RFVENUE

Revenue from public services: 50.5

Profits from petroleum refinery 8.0

Profits from petroleum organization (part) 4.0

Hiring of petroleum depots 3.0

Arrears of petroleum revenue 250 40.0

Public debt and loan from Central Bank 50.0

Foreign credit facilities 45.0

185,5

EXPENDITURE

Projects of the lA-dnistry qf Industry and
the Five-Years Plan Organization 60.3

Projects of the IIinistry of Communications 27.5

Projects of the 1inistry of Agriculture 1.5

Projects of land & irrigation improvement 70.3

Projects for tourism and drinking vvater 12.8

Projects for improving Tartousse Harbor 1.5

Projects for frontiers development 3.5

Trade and technical education 2.0

Others and reserve 6.1

185.5
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Syrian Region

Table 22: POSITICN OF,' PUTf, IC SECTOR

(4s mnillion)

Dec. Dec. Dec. Dec. Dec.
19',1954 1955 1956 1957 1958

Monetars SyLte.n

Claims on ?p_blic Sector
Govenr,nent debt

Cor-nercial banks 40 17 - - 8
Mionetary authorities 1436 152 237 289 330

Otiier claims
I-onetary authorities 33 1-03 30 '3 35

Total 274 272 314 332 373

Liabilities to Public Sector
11':tes anlc coins 7 10 7 5 4
Current deposits

Commr.-ercial banks 148 138 33 26 34
.ornetary authorities 1 35 161 118 119

Time denosits
Conrercial banks 49 39 3 4 4

Canital & other monetary authorities 46 48 64 89 79

Total 251 271 269 242 24.0

Net Position -23 -1 -45 -90 -133

ChanZe drlnrip: 1955 1956 1957 1958

22 -44 -45 -43

Foreign Se tor
Loan from SDaudi :1rabia -14 -21 -
Grant from Egpt -9

Surplus or deficit in
______zions of public sector 8 -65 -45 -52

Source: Corinilation based on Syria t s monetary accounts.
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Table 23: MO ,TARY !-,ACT CF Fo"EIGi: SECTOR

Dec. Dec. Dec. Dec. Dec.
1954 1955 1956 1957 1958

vionetarv 3vs'Lem

Claims on non-residents
Commrercial banks 57 76 60 53 48
Manotary authorities 161 163 228 216 153

219 239 288 269 206

L,iabilities to non-residents
Current deposits

Gommercial banks 4 3 4 4 1
%bnetarly authorities - - 7

g 8
Nbon-rmonetary liabilities

Borrowing, commercial banks 115 91 95 84 48
Othar, commercial barks 42 57 64 58 62
Mbonetarv authorities - - 10 _ _

161 151 179 150 118

Net position 58 33 109 119 83

Chan gE-drinF: 1955 1956 19 57 1958

30 21 10 -31

External borroLring
Loan from Saudi Arabia -14 -21 -

Grantv from Egypt -9

Total In3pact 16 - 10 -40

Sourco: Compilation based on Syria's monetary accounts.
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Table 24: Hn'r-S IT _O E ST J_PY

(- d nllion)

Dec. Dec. Dec. Dec, Dec.
1954 1955 3956 1957 1958

ionev Sulppl

Notes and coins 335 316 410 462 421
Private current deposirts in tS 100 105 109 131 128

435 421 518 393 559

Quasi-money- 57 91 102 96 121

Total including quasi-money 4,92 512 620 689 680

Chanve durinh: 1955 1956 1957 1958

20 108 69 -

Factors accounting for change
Increase in clains on private sector 10 24 31 -'/

Surplus (-) or deficit of public sector -8 65 45 52
Surplus (/) or deficit of foreign sector 16 - 10 -40
Adjustment 2 19 -17 -14

TLotal 20 108 69 -9

Sourcee Compilation based. on Syrria's monetary accounts.
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Syrl.an Roegion

Tabic 25: NnOIETLERY ACCOUT?S, ' lI,ETAP-RT Si,STEM

Dcc. Dec. Dec. Dcc. Doc.
19341K 1955 1956 1957 195D

Assots

Clains on non-residents 219 239 288 269 206

Claims onr private sec-tor 421 L31 455 436 f79
Credit extended 397 409 435
Other 24. 22 20

Clains on public sector 2.74 272 31L 334 365
Debt of' Govermrent 163 153 284r
Othler claims 11i 119 30

Adjus-tmnents 2 10 - -

Total 914 945 1,068 1,089 1,050

Miabilities

I4oney supply 435 L21 518 593 559
Notes and coinis 335 316 410 462 421
Current deposits, private 100 105 109 131 138

Quasi-,noney 64 99 102 96 121
Time deposits, private 57 91 95 87 107
Private deposits irn

foreign exchange 7 8 7 9 14

Governl:ien_4 deposits, current 156 184 202 149 157
In Syvrian pourds 155 148 201 149 157
Ir. forei;n exchange 1 36 1 - -

liabilituies to non-residents, current 4 3 11 3 8
in Syrian pounds 2 3 ll 8
In foreign excharge 2 -

Non-nonetary liabilities
to foreigners 157 148 168 156 110

CaDital and other 95 91 72 87 95

Total 914 945 1,068 1,089 1,050

Source: Cormilation based on data furnished by the Central Bark of Syria.
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Table 26: li'I3T EPORTS

(wI million>)

1953 1954 1955 1956 1957 1958

Cotton
(raw, yarn & textiles) 138X6 128.8 237.6 154.0 196.9 17 .1

Other textile goods 52.9 54.5 68.4 73.1 72.5 63.1

Cereals S81S 161.,2 22.8 127.3 143.8 62.1

Ve-etabl3s, fruits & others 36,1 47.1 42.6 14.7 53.1 30.5

Precions metals 4.0 7.1 16.6 15.8 7.1 7.6

Tinned and preserved foods,
drink and tobacco 9.0 11.1 12.7 14.3 13.0 13.4

Tjving animals 23.0 39.1 36.7 32.7 24.2 11.9

Dairy products 100 9.2 10.1 118 14.9 12.4

Others 20J4 7.6 26.0 42.2 22.5 52.7

Total 375.8 465.7 473.5 515.9 548.0 431X8

Source: iNational Bank of Egypt.
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syrian R-gion

Table 27: F0RIGN_ TRLDE

(7S thousands)

I1;ports Exports

Yc-ars Qvantiu..jr Value tLItYv Value Trade balarnce
Tons O000' s S m. Tons 000's Sm. -3 m.

1950 458 197.7* 435 207.8 / 10.1

1951 727 418.0 212 293.0 -125.0

1952 805 444.0 491 337.0 -107.0

1953 773 484.0 7'1 408.0 - 76.o

1954 991 633.8 1057 465.7 -168.1

1955 1,118 6'76.9 465 4x3.5 -203.4

1956 1,206 690.0 874 515g9 -174.1

1957 1,190 616.0 1,140 548.0 - 68.0

L953 1,415 739.0 689 431.3 -308.0

*Imnorts at official rate of exchange.

Source: National Bank of Egy-pt.
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Table 28 BATANCE OF PkY1'FTS

* ~ ~ ~ ~~~~~~~~~~1: ' millions)

1953 1954 1955 1956 1957

Goods and Services -10.5 -31.1 -34.3 -15.6 2.6
Exports, f.o.b. 119.6 167.5 152.1 155.4 163.0
Imports, C.i-f. -136.2 -197.2 -202.4 -210.4 -185.C
Won-m-onetary gold -8.5 -5.4 -7, -4.3 5.1
Governm-ent's receijts fron
oil corcnanies 3.4 2.1 3.0 21.9 9.2

Other SerViCes (net) 11.2 1.9 20.0 21.8 10.3

Private Donations 2.8 2.8 2.8 2.8 2,8

4riv ae Capital 5.6 6.2 24.2 -14 -4.2

Official Donations 2.8 1.3 1.1 1.5 1.5

Official and Bank Capital -4.1 10.9 -7.9 1.7 6.1

Long-term canital:
Loans received fror Saud- Arabia - - 4.0 6.0 -
Payments for nationalized companies - - -3.0 -14 -

Short-term capital:
Net IIIF position -leO - - - -

Other liabilities 3.6 14.2 -2,8 7.8 -4.2
Other foreign assets (increase -)

Central Bank -15J3 .1 .9 -13.7 13.2
Commercial banks 8.5 -1.2 -4.9 3.0 2.2

Monetary gold (increase -) .1 -2.2 -2.1 - -5,1

1NTet Errors and Omissions 3.4 9.9 14.1 11.0 -8.8

Soarce: "International Financial Statistics"
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Table 29. GEOGRAPHICAL D.ITRIBUTION OF TRADE

(4S rdllion)

A, Exnorts_to:

1953 195L 1955 1-956 1957 1958

Arab countries 150.7 184.4 168.3 237.7 203.3 139.3
United Kingdoi 46.3 29.5 40.4 11.0 6.1 10.6
U.S.A. 20.8 19.2 21.3 21.2 20.8 14.5
Eastern Europe - - 7.4 42.0 68.0 111.1
Western Europe 145.4 215.4 195.6 193.4 197.3 103.5
Japan 1.1 2.0 14.3 6.2 7.5 6.2
China - 2.1 0.6 5.6 35.8 24.1
Other countries 11.5 13.1 25.6 28.8 9.2 22.5

Total 375.8 465.7 473.5 515.9 548.0 431.8

B. inports from:

1953 1954 1955 1956 1957 1958

Ar'ab countries 62.7 73.4 83.0 109.2 121.4 99.7
United Kingdom 33.3 48.8 55.0 52.9 47.5 82.7
U.S.A. 37.7 49.2 47.3 47.7 69.1 62.4
Eastern Europe 11.2 22.3 17.2 21.7 66.1 108.0
lestern Eurone 124.6 162.7 149.5 147.8 223.9 273.3
Japan 1.2 6.0 10.7 10.3 21.1 28.0
China 2.2 0.5 - - 1.8 4.2
India 6.7 10.0 7.2 7.2 10A8 13.5
Cuba 2.7 2.2 8.1 10.4 12.4 8.2
Other countries 24.7 33.0 52.5 52.0 41-9 59.8

Total 307.0 408.1 430.5 449.2 616.0 739.8

3>ource: National Bank of Egypt.
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Table 3r): EXMHA.KG7- OF T2uDE TBThLLP NBHE EGIPTIIAN AND SYhPiN R'EGIOJS

(bE thousands)

From the gy-ptian From the Syrian Balance of
Year Region to the Region to the Egypt's Trade

* ________-~ Syrian Region _ajptian Regicn _with S-ria

1948 497 326 # 171

1949 234 309 - 75

1950 726 487 / 239

1951 643 1069 - 421

1952 182 480 - 298

1953 164 616 - 452

1954 849 652 $ 197

1955 961 908 $ 53

1956 1337 1417 _ 80

1957 1440 3465 -2025

Total 7038 9729 --2691

Average 1948/57 704 973 - 269

1958 2521 1923 / 608

First half year
1959 2528 3308 - 780

Scu-rce: Central MiUnistry of Econoiny, Cairo.
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Table 31 0NIT.XD lijh RLt- UB. ' IC _ E _TT.dNfLD EXKalrL £UBT..C DEBT .DUTST!UiDTl D UND1- .U1SED PThChEi,3ER 31, 1958 -ITh
ii>ATo R iO'RTTD UDDITIONK TTIRDUGFIT JUNE 5, 1959

(In thousands)

Estimated debt outstanding Kiajor reported additions
Decelber 31, 1958 January 1 - June 5, 1959_

In oarrency In U.S. dollar In currency In U.S.dollar
of Lpayment eouivalents of payment ecuivalents

TOT.IL EXT;.RN1T 1UIT -IC DF,BT 720,362 A 62"L19 /
Of i .hich undisbursed: 5389612

DEBT ?AYABLS TL CON-VMiTIBLE CURRTDCJCIES 249,161. 62,419
Cf which. undisbursedcl 109,154

DEBT ?AYAi,BL.-E, I EOCrL CURRENCY ;ND aCODS 471,201
Of which undisbursed: 429,458

TOTAL D3,BT FRCiN, 'T 2T CCUZTRIES' 37,988 62j-19

Of which undisbursed; 109,154

Debt payable in convertible currencies 137,988 92Ži2

Lublicly-issued bonds
; 512,800 City of -Gexandria- 4p, 1902-1963 12 103 290

Erivately-placed debt 67_54-7 8,L3
$1,500,0CO First iJational City Bank of N.Y.

loan to -oc.Lgyptienne d Lnsgrais et
d'Tndustries Chimiques 5%, 1958-1961 3 $ 1,500 1,500 /!4

LE 23,000,000 U.A.R. (Egypt) deot to Suez
Financial Co., 1958-1964 ] n,a 66.047

SwF 25,000,000 '`iiss banks consortium loan
to U.,-R.(Egypt) 50, 1959-1964 SwF 25,000 5,803

$2,700,000 Italian company loan to U,A.R.
(EZypt) 1959-1965 L6 $ 2,700 2,700 ]

U.S.Government loan (Export-Import Bank)
43.500,000 loan to Soc,Egyptienne d'itn-rais et
d'Industries Chi iques 52,,o 1958-1965 13 $ 3M5Q0 3,500 /4

See footnotes at end of table.



Table 1.: UNITED ARA.B EL I3 _ ESTIIATTED EPTERE.L PUBLIC DEBT OUT'UT] UI'JElTh AUPJD UT.NDISBU12'JD DECE iE3.m 31, 1958 1J1ITH

!.okJOk RE1 OMRT-ED hDDITIO`US ThiROUGH JUNE 5, 1959 (COVT..)
(In thousands)

_stim~ ted debt _Page 2
Fstimated debt outstanding ilajor rerorted additions

Item Decemnber 31_ Janu1r9u1 y =2J_e .=i2L
in currency In U. S. clollar In currency In U. . dollar
of pvyment equivalents of paytient equivalents

TOEL.L DEBT FA1Oi-.-,LTLRi'w CGUMTRILS (COi\JT.)
Debt payable in convertible currencies (Cont.)
Other intergoveramlent debts 166,651 53,916

L9yments settlements 29,743 12,061

EL 5,946,650 U.-A.I.(E'gypt) debt to Greece 3%,
1953-1962 f7 n,a, 17,076

I.- 4,411,080 U.A.R,(L.gypt) debt to 1,estern
Gcriianmy, 1958-1961 /L n, . 12,667

L1F 4,200,000 U.A.R.(Egypt) debt to Italy,
1959-1968 12 n.a, 12,061

Loans 136o908 413855

LE 10,500,000 Japanese Govt. loanl to U.A.R.
(Egypt) 40, 1958, 10 ye.rs £1C n.a. 11,022 LI

LF 44,000,000 estern Ger.many lo,-n to U.s.R,
(Egypt), 1958 112 n.a. 125,886 /13

LL 14,575,402 Italian Govt. loan to U..A.R.
(Egypt), 1959-1968 /14 n.a. 41,855

TOTAiL DEBT 7ROk EA3TIRN COUNTRIE'S (includinG, Yu&:uoslavia) 482, 37'±

Of iThich undisbursed: 429,458

Debt payable in convertible currencies .11,123

Interg-overnment loan
LS 56,ooo0ooo Czechoslovakian Govt. loan to

Syria 3;', 1957-1966 I L 3,990 11,173

Debt payable in local currency or goods 471,201
IntergovTernflent loans
LS 535,500,000 Ur.S.3.R. loan to S.;yria 2Le1,
19%7, 12 years 16 ES 535,500 149,581 117

See footnotes at end of table.



ATi7B.' ,1: UNITT-D rRi,B RFCUF3LIC - ETIi¶ .D 1XT7 P IC DEBT 0OUTCTA,\TII AI-D UIJDI?BUT SD DECEIBBR 31, 1958 UITE
iaS.J0R .-...ORTE:D ADDITIGO±_T TIiUGH JUNF 5, 1959 (CCLIT.)

(In thousands)
_______________ _______________ __________________ __ _ _ __Pac~ 3

..stimated debt outstanding ajor rcrported additions
Dece,ber 31, 1.958 JanucrLy I Jun 5i 9i_

Item In currency In U.,S. dollar In currency In U.-. dollar
_ _ _________________ of ypa.yment equivalents of payment equivalents

TlITr. DEB'T FROj. Ej-TE1i1 C,UitTRTh5 (includin- Yu.oslavia) (Cont.)
Debt payable in local currency or goods (Cont.)
Interrovernnlent loans (cont.)
L-2 61000,000 U,.S,oR. loan to Egypt 22/o, 1958,

12 years /18 DY 61,000 175,168 /139
13 o40,0o0,00 U.',.R. loan to U.A,E.,(Eypt)
2-'%, 1958 ]<0 T, 40,000 114,864 / 4

LE 3,500,000 Yu-oslavia loan to U,A.R(Egypt)
3%, 1958, 5 years LE 3,500 10,051 /4

LL 7,500,000 Eastern Derwany loan -to U.io.R.
(Egypt) 2~ , 1958, 13 years LE 7,500 21,537 L/1

Lxchange rates - The following exch-_ ne rates have been used:
Par values: J 1 = $2.80; LE I = $2.8716
Current market rate: SwF 1 = $0.23213 as of December 31, 1958
Other rate: LS 1 = $0.27933

n.a. - 1Iot available,

LI Does not include the following:
a. Oblig-tions due to Frrance under tlhe French - U.A.P. FinanciEl A-reement of Auyust 22, 1958 consisting of

1. a "s-wing" in favor of France on the Payments Agreement account of a maximjuma of F 6-7 billion.
If utilized it is to be repaid in French francs or other convertible currencies in four annual
instalments berinnint eight years after the debt is incurred.

2. a credit of F 3-5 billion to assist in transfer of capital (under LE 5,000 per person) of forrner
French residents in Esyot w-ho left af-ter the ?uez incident. Negotiationx about repayment have
not yet taken plade.

3. a short-term export credit of about F 12 billion repavable in two to five years after the debt
is incurred. The >yptian autholities do not expect that this credit will be utilized,

4. compensation for Egyptianized properties belon4ing to I1rench citizens (claiins over IL 5,000 per
person), the total sa.mount of .uhich is still under negotietion.

b. A loan, reported in tihe press, of J1S 600,000,000 to Jyria from Czechoslovakia dated Lecember 30, 1957.
It is not kno-.n, at this time, whether or not this debt was actually nontrac+ed.



Table 931: UhUTTiD ARAB REPUBLlC - ESTIMAATED EXTERNAL PUBLIC DEBT OUTSTANDING hND UNDL3I3URSED DECEhlBLR 31. 1958 .'IlH
LAJOR REICXTTLD ADDIIICNg THROUGH JUNE 5, 1959 (CCP'T.)

_____________ ______________ ____ ______=_____________ _ -_ Page 4
/1 (Continued)

c. Equivalent of $1,800,000 down-payment, payable in cotton, on the loan -to the U.A.R, granted by an Italian firm
June 4, 1959.

d. The equivalent of $17,284,519 uiadisbursed portion of the LE 10,500,000 Japanese Govt. loan 4ea, 1958. Upon
agreement, this unutilized portion can be used for new projects.

e. $16,ooo,ooo Saudi Arabian loan to Syria, no interest, 1952/1955-1958, Repayment terms heve not yet been settled.
it is possible that eventually this obligation may be considered a grant.

f. TL 8,100,000 balance due to the Sudan followiing withdrawal of Egyptian bank notes from circulation in Sudan.
Payment will be settled in commodities by mutual agreement,

g. - 27,500,000 compensation for British property seized or damaged by the U.1..R. 3,500,000 wa- paid February 28,
1959 and the balance of £ 24,000,000 is due February 29, 1960.

h. Military debts, infor-raation on wrhich has been disclosed to the Bank management on a confidential basis.

/2 Service on this obligtation is guaranteed by the Bogptian Government. Service in foreicgn exchan-e wias suspended in
1956 although continued in Egyptian pounds. (Transfer of accumulated service in Egyptian pounds into foreign ex-
change has now been authorized as has the resumption of current service in foreign exchange).

/3 This obligation is part of a loan extended by First National City Bank and Export-Iruport Bank. The debtor is a
private company, but the Uoh,AR. guarantees transfer of exchanveI

L4 All undisbursed as of December 31, 1958,

,5 Payable in sterlin-, or French francs. The compensation agreement provided for payraents of the equivalents of
L, 4 million in January 1959 (this payment has been rmade), LE 4 million yearly through 1963 and the balance of
LE 3 million in 1964. An agreement to modify future repayment terms has been reached by the U.A.R. and the
management of the former Suez Canal Co. The agreement provides for payment of LE 7 million in 1960 and 114 million
annually thereafter through 1963. This agreement has not yet been ratified by the shareholders.

/6 Does not include $1,800,000 down-payment. See footnote 1-c.

127 Payable in drachmas or convertible currencies.

j8 Payable in deutsche marks or convertible currencies.

/9 Payrable in Italian lire.

/10 iayable in pounds sterling, or convertible currencies,

21 Does not include the equiva'lent of $17,284,519 which has not yet been disbursed. See footnote l-e.



Table 31: tji iTLD i.UiB RL-.FiUBLIC _ l-TIr-IT RXThLiNAL DEUBIC DEB. QUT''hi;DlNQ tiD UliDLBURSED DBCELBR 31, 1958 lITH
RAJOR POR'CT-D , DIJ'1 R!.S' T t'Q-' TURF 5, 1959 (CCi-T.)

i-iiiJO~Z '0 __T_T - -, F'ae 5
/12 Repayment terms under this line of credit vary with the individual projects.

/A) Of this amount, the equivalent of P21,732,444 was disbursed and still outstandin- and $104,153,839 was undisbursed.

_1_ layable in Italian lire.

Ml ?rayable in pounds sterling,

1o Under tihe orir;inal agreement, 40/ of thle payments were to be rmade in pounds sterlin:- End 60 in Jyrian pounds
(available for purchase of Syrian exports). It has been assumed that the whole loan will be repaid in _yrian
pound's or -;oods.

Li? Very little of this credit has been utilized. The exact amount utilized is not available at this time. For the
purposes of this tables it has been assumned that the equivalent of $9,5811,000 was disbursed and $140,000,000
undisbursed.

L8 'This credit is deno,rinated in Russian rubles, but is repayable in L;gyptian pound1s. Calculation of the LEyptian
pound amiiount due will be based on the ,old parity of the ruble and the Thgyntian pounid on the payment date.

/19 Of this amount, the equivclent of $24,982,920 was disbursed and still outstanding and $150,184,680 was undisbursed.°'

/20 This credit is denominated in Rtussian rubles, but is repayable in Egyptian pounds. Under the contract the value
of one ruble is determined to be 0.222168 grammes of fine -solc' and that of one Egyptian pound to be 2.55187 gr&mmes
of fine RolcI Both governrments are required to maintain the above values of their currencies. Repayment terms
are not av;-ilable at this time.

/21 Of this amount, the equivalent of $7,179,000 was disbursed and still outstanding¢ and $14,358,000 was undisbursed.

IBRD E Economic Staff
July 1, 1959



Table ,2: UNITLD .;B LSUELIT - INTLRLST AD iOOTI.ATIO1 -ThYliNT3 0\ ON IXTAItN1AL 'UBTI2 DL"BT; ESTDI-iAThD CDNTIUCTUAL PAYEEINST
1959-1973 ON DE,BT OUTl61-ALING iJNL UNDI1BUROLD DEC?.B-it 31, 1958 V ITH kiAJJDR REPORT.WrL .DLITIONS THROUdh JUNE 5, 1959

(In thousands of U,S. dollar equivalents)

-- ~~~~~~~~~~~~~~~Page 1
_ _ _ _ _ _ __ _t__ _ _ _ _ _ _ _ _ _

Year Grand total7/1 2 Total debt Debt in convertible currencies 2
as of Debt out- Payriients during year Debt out- P_a_ents during year Debt out- Payments during year
Jan. 1 standing & .morti- In- standing & Amorti- In- standing Fx Ainorti- In-

undisbui-sed zation terest undisbursed zation terest undisbursed zation terest Total

1959 720,072 34,241 1.0,498 44,739 559,318 31,959 6,423 38,382 237,698 29,877 755 30,632
1960 748,250 53,2794 11,608 64, o02 589,778 49,345 7,597 56,942 270,240 41,861 994 42,855
1961 694,950 59,570 12,779 72,349 540,433 50,621 8,875 59,4,l96 228,329 36,735 1,028 37,763
1962 635,386 69,659 12,048 81,707 489,812 55,710 8,375 64,085 191,644 37,3°08 884 38,192
1963 565,727 76,758 11,077 87,835 434,102 62,808 7,760 70,568 154,336 34,833 739 35,572
1964 408,969 66,282 9,858 76,140 371,294 52,532 6,897 59,229 119,503 24,358 586 24,943
1965 422,687 62:815 8,643 71,458 318,962 48,865 6,039 54,904 95,145 21,694 438 22,132
1966) 359,872 59,936 7,1493 67,1+29 270,097 46,688 5,245 51,933 73,451 20,724 329 21,053
1967 299,936 60,704 6,418 67,122 2235409 48,238 4,505 52,743 52,727 22,273 239 22,512
1968 239,232 57,507 5,381 62,888 175,171 45,042 3,779 48,821 30,454 19,078 162 19,240
1969 181,725 45,921. 4,346 50,267 130,129 33,456 3,056 36,512 1.1,376 7,492 86 7,578
1970 135,804 42,312 3,331 45,643 96,673 29,847 2,353 32,200 3,884 3,884 32 3,916
1971 93,492 35,549 2,308 37,857 66,826 23,883 1,641 25,524 - - -

1972 57,9r3 29,284 1,4/r9 30,733 42,943 19,284 1,074 20,358 - - - -

1973 28,659 19,087 717 19,804 23,659 14,087 592 14,679 - - - -

bee footnotes at end of table.
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'able -2: UNITLD Jtth RLPUBLIC - INTER-LDT PiNL A4ORTIZATION P!.Yi'iLNTS ON LXTLRAkL PUBLIC DEBT; h&TII-I.TEL CONTMfCTUML PA.YYMENTS
1959-1973 ON DEBT OUTSTAlNDING AND UNDILBURJLC DECEi,BEh 31, 1958 BjITH ijAJOR REPOhTTD ADDITIONS THROUGH JUNE 5, 1959 (CONT.)

(In thousands of U.S. dollar equivalents)

Page 2
_Egypt _ Syria

Year Total in local currency and goods Total debt Total debt in convertible currencies
s of Debt out- Payments during year Debt out- Payments during year Debt out- Payments during year
man. 1 standing & Amorti- In- Total st-.nding & Amorti- In- Tot standing & Imorti- In- Total

undisbursed zation terest undisbursed zation terest ota undisbursed zation terest ota

'959 321,620 2,082 5,668 7,750 160,754 2,282 4,075 6,357 11,173 1,484 335 1,819
,960 319,538 7,484 6,603 14,087 158,472 3,949 4,011 7,960 9,689 1,484 291 1,775
i961 312,054 13,886 7,847 21,733 154,523 8,949 3,904 12,853 8,205 1,484 246 1,730
1962 298,168 18,402 7,491 25,893 145,574 13,949 3,673 17,622 6,721 1,484 202 1,686
i963 279,766 27,975 7,021 34,996 131,625 13,950 3,317 17,267 5,237 1,485 157 1,642
' 964 251,791 27,974 6,311 34,285 117,675 13,950 2,961 16,911 3,752 1,485 113 1,598
'965 223,817 27,171 5,601 32,772 103,725 13,950 2,604 16,554 2,267 1,485 68 1,553
1966 196,646 25,964 4,916 30,880 89,775 13,248 2,248 15,496 782 782 23 805
1967 170,682 25,965 4,266 30,231 76,527 12,466 1,913 14,379 - - - -

1968 144,717 25,964 3,617 29,581 64,061 12,465 1,602 14,067 - -

i969 118,753 25,964 2,970 28,934 51,596 12,465 1,290 13,755 - -

1 970 92,789 25,963 2,321 28,284 39,131 12,465 978 13,443 - - - -

'971 66,826 23,883 1,641 25,524 26,666 11,666 667 12,333 - - - -
1972 42,943 19,284 1,074 20,358 15,000 10,000 375 10,375 - - - -

1973 23,659 14,087 592 14,679 5,000 5,000 125 5,125 - - - -

.se footnotes at end of table.



Table 32: UiilTLD 1iB LtLPUBLIC - INTPAeJT -Mb hI(O,TI'ZiTION Fj,Y1,ENT6 ON LXTL1tUIL PUBLIC DEBT; h3STTLvTLL CJNThACTUkL i'AYILNTS
1959-1973 Oh DEBT OUTzThNDING iM UNDITBUhW61 LECi',EEB 31, 1958 JTHh iijJOit REPORTED ADDITION6 THROUGH JUNE 5, 1959 (COiT.)

(In thousands of U.S. dollar equivalents)
-Page 3

Syria
Year Total debt in local cu.rr'n.c:& C To:ds /1 Ii'cludes all the debts listed on the Table la prepared on June 18,
as of Debt out- Paents dazin -'e'r 1959 except the City of Alexandria bonds 4LF, 1.902-1963 (equivalent
Jan. 1 standing & Amorti- In- Total of $290,000 outstanding December 31, 1958).

undisbursed zation terest

1959 149,581 798 3,740 4,538 2 For the purposes of this table it was assumed that the debt to the
1960 148,783 2,465 3,720 6,185 Suez Financial Co. would be repaid according to the terms of the
1961 146,318 7,465 3,658 11,123 modified agreement (see footnote five, Table 30).
1962 138,853 12,465 3,471 15,936
1963 126,388 12,465 3,160 15,625
1964 113,923 12,465 2,848 15,313
1965 101,458 12,465 2,536 15,001
1966 88,993 12,466 2,225 14,691
1967 76,52? 12,466 1,913 14,379
1968 64,061 12,465 1,602 14,067
1969 51,596 12,465 1,290 13,755
1970 39,131 12,465 978 13,443
1971 26,666 11,666 667 12,333
1972 15,000 10,000 375 10,375 IBRD - Economic Staff
1973 5,000 5,000 125 5,125 July 1, 1959
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Ii\ITERPIATIO\TAL BANK FOR
0 - 1OSTRUCTION AND DE'FLOPHiENT

REPORT AND RECOITIE-NDATIONS OF THE PRESIDENT
TO THE EXECUTIVE DIRECTORS CONCERNING A

PROPOSED LOAN TO THE SUEZ CANAL AUTHORITY

1. I submit herewith the following report and recommendations on

a proposed loan in various currencies equivalent to $56.5 million to the
Suez Canal Authority for the development of the Suez Canal.

PART I - FESTORICAL

2. Egypt wuas an original memrber of thne Bank and Syria joined in

1947. After the two countries united on February 22, 1958 the Egyptian
and Syrian memberships were merged into that of the United Arab Republic.

3, The Bank has had extensive discussions at-various times regard-

ing the financing of -orojects- in both Egypt and-Syria, but no loan has been
made.

4. In 1958 the Government of the United Arab Republic asked the
Bank to study the plans prepared by the Suez Canal Authority for irmroving

the Canal to meet frture needs. In January 1959 the Government formal2y
asked the Bank to c-rcsidcr a loan for this purpose.

5. An economic mission visited the U.A.R. during April and May,
1959 and was followed in July 1959 by a technical mission to appraise
the Suez Canal project. Subsequently discussions took place in Cairo and

in lWashington on various aspects of the proposed loan and negotiations

were completed early in December 1959.
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PART II - DESCRIPTION OF THE PROPOSED LOAN

6. The main features of the loan are:

Borrower: The Suez Canal Authority

Guarantor: The United Arab Republic

Amount: Equivalent of $56.5 million in
various currencies.

Purpose: The proceeds of the Loan would be used
to meet the foreign exchange costs of
widening and deepening various sections
of the Canal, improving port facilities
at Port Said, providing buildings and
other facilities, and ourchasing cons-
truction, operating and rnaintenance
equipment for the Authority.

Amortization: 26 semi-annual instalments beginning
March 15, 1962 and ending September 15,
1974.

Interest Rate: 6% per annum, including 1% commission.

Commitment Charge: 3/4 of 1% per annum.

Special Payment Arrangements will be made for payment
Arrangements: of debt service from the Borrower's

current revenues as described in
paragraph 8 below.

PART III LEGAL INSTRUoENTS Ai'JD LEGAL AUTHORITY

7. Attached are draftsof a Loan Agreement (No. 1) and of a
Guarantee Agreement (No. 2), and the report of the Committee provided for
in Article III, Section 4 (iii) of the Articles of Agreement (N1o, 3) in
respect of the proposed loan.

8. The draft Loan and Guarantee Agreements follow the forms gener-
ally used by the Bank with the following additions:

(a) Section 5.07 (a) and (b) of the Loan Agreement provide
for the payment into a reserve, from the Borrower's local
currency receipts during each semi-annual period, of amounts
sufficient to pay debt service on the Loan during such period,
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pursuant to arrangements satisfactory to the Bank, and for the
making of arrangexents, also satisfactory to the Bank, for the
conversion af local currency into the currencies reqruired for
such debt service paynents., The malcing of these arrangements
rould be a condition of effectiveness of the Loan Agreement
under Sect..cns 7.0l and 7.02 of the draXt Loan Agreement.
Drafts o-f letters which w-ould effect the above arrangements
are attached (Numbers 4, 5 and 6)n

(b) Paragraph (b) of Schedule 3 to the Loan Agreement makes
it an event of default if the amounts subject to the abo-e
arrangements become insufficient for the payment of debt
service.

(c) The above arrangements would not in any way diminish
the general obligations of the Borrower to pay debt service
on the Loan (see Section 2.08 of the Loan Agreement).

(d) Paragraph (b) of Schedule 3 also makes an event of
default the disapproval by the National Assembly of the
Guarantor, pursuant to the Provisional Constitution, of
either (i) the amendment of the Public Organizations Law
specifically authorizing, inter alia, borrowing from inter-
national organizations, or7(ii) the decision of the President
of the Guarantor granting legislative approval to the Guarantee
Agreement. The Provisional Constitution provides for such
action by the President in the absence of the National Assembly,
subject to its disapproval by a twio-thirds vote when it next
meets, but provides that such disapproval shall not have
retroactive effect, The Bank has received satisfactory
assurances that in the event of such disapproval both the
Borrower and the Guarantor would remain fully bound by the
Loan and Grarantee Agreements with respect to amounts there-
tofore dis. irsed.

PART IV - APPRAISAL OF THE PROPOSED LOAN

9. A detailed appraisal of the Suez Canal development project
(TO.232a, dated December 8, 1959) is attached (No. 7,).

Justification of the Project

10. The Suez Canal was completed in 1869 by a private company,
Compagnie Universelle du Canal Maritime de Suez, which operated it until
1956 when the Egyptian Government took over the Canal and set up a public
body, the Suez Canal Authority, to manage, operate and maintain the Canal.
In 1957 the Authority was constituted as a public organization under the
Public Organizations Law, with its Board of Directors and principal officers



appointed oy the President of the Republic. The Authority collects Canal
tolls and charges fo:: other services it renders. The management of the
Authority has demonstrated its ability to conduct its operations
efficiently.

11. The Canal provides a permanent passage for ocean-going vessels
between the Red Sea and the Aediterranean, shortening the sea voyage
between Asia and Wlestern Europe by about 5,000 miles. Throughout the ninety
years of its existence the traffic has increased steadily. During the
period 1910-58 the number of shins nassing thrlugh in a year increased
almost fourfold to about 18,000 and the cargo tonnage sixfold to nearly
lhO million tons. WJith the expansion of iliddle East oil production, particu-
larly since the war, the volume of tanker traffic has become increasingly
important and now comprises about 70',t of total tonnage.

12. Originally built to accommodate shins of 21.6 feet draft, the
Canal has been progressively widened, deepened and otherwise inTroved as
the size and number of vessels passing through ithave increased, until
today ships having a maximum draft of 35 feet can pass. In 1958 more than
one third of all ocean-going vessels and three fifths of all tankers exceed-
ing 4,000 gross tons made at least one trip through the Canal.

13. The discovery of new oil fields outside the i4iddle East -ad notably
in the Sahara may modify the trendd-of traffic somewihat in the coming years.

,Dry cargo tonniage should continue to increase as it has done in the rast but
the growth of petroleum sahipnents may well be slowTed. But as history has
shown, the need to enlarge the Canal stems not only from rising traffic but
also from the increase in the average size of ships seeking transitG Should
the present draft limit of the Canal remain at 35 feet many of the tankers
now coming-into serw ze could not use it, or could pass only partially loaded,
In these circumstances the Authority would not be able to offer adequate
service and its financial position would be adversely affected.

Il. To cope iath prospective traffic developments, a series of im-
provements known as the "Eighth Program" were in progress or planned at
the time of nationalization. The Authority has continued work on this
program, has modified it in certain respects, and has drawn up an additional
"Nasser Program" for further development to follow the Eighth Program.

15. The project presented to the Bank for financing involves complet-
ing the modified Eighth Program and carrying out parts of the Nasser Program.
It is scheduled to be com-lpleted by the end of 1961 and consists of widen-
ing and deepening various sections of the Canal by dredging and other civil
works so as to permit the passage of vessels having a maximum draft of 37
feet, providing various buildings and other facilities in the Canal such as
berths for the Authority tugs and other vessels, iniroroving port facilities
at Port Said so as to reduce congestion and increase capacity, and purchas-
ing construction, operation and maintenance equipment to replace obsolescent
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equipment and to meet future needs. These improvements are soundly conceived
and are urgently required not only to provide for increased traffic but to
enable the Canal to keep abreast of ship design and so retain much of the
Persian Gulf oil traffic which now uses it. The remainder of the Nasser
Program is not scheduled to be put in hand until 1962. The Authority does
not intend to undertake these works unless expectations as to future traffic
increases justify them.

16. The Suez Ca,.al, which is an important foreign exchange earner for
the United Arab Republic, has regularly been operated at a profit and the
financial position of the Authority is sound. On very conservative assump-
tions its earnings should be amply sufficient to carry out the project and
service thne proposed loan.

17. On April 214, 1957 the Government of Egypt made, and deposited with
the Secretariat of the United Nations, a declaration on the Suez Canal which
stated in Paragraph 5 (c) that the Suez Canal Authority would establish a
special Suez Canal Capital and Development Fund into which would be paid
25/O of all gross receipts. The objective of setting up this Fund was to assure
that adequate resources would be available to the Authority to meet its needs
of development and capital expenditure. Since the proposed Bank loan for the
Suez Canal Development Project would allo provide funds for this purpose, the
Government of the' U.A,R. will, after the proposed Loan is appioved by 
the Executive Directors, but before it has been signed, deposit with the
Secretariat of the United Nations a supplementary declaration in the form
attached temporarily suspending the operation of Paragraph 5 (c) of the
Declaration of April 24, 1957. (No. 8)

Procurement

18. The purchase of goods and services required for the project will
be generally on the basis of international competitive bidding.

Econonmc Situation

19. A report on the present economic position and prospects of the
United Arab Republic ~ras circulated to the Executive Directors on December
4, 1959 (R 59-95). It discusses the Syrian and Egyptian regions of the
United Arab Republic separately because the economic integration of the two
regions undertaken recently has not yet been completed.

20. The Egyptian Regionts basic long-term problems stem from the
pressure of population on limited resources. Construction of the High AsTwTan
Dam is just starting - with Soviet aid - and its completion should ulti-
mately add over one third to Egypt' s cropped area and generally improve
irrigation conditions in the Nile delta; there are some other possibilities
of expanding agricultural output and employment but these are limited. And
although the Government is seeking vigorously to open up new employment
opportunities in industry, it will be difficult to keep pace with the grow-
ing population.



21. W^[ithin this framework, however, the ELyptian authorities have
managed their economic and financial affairs quite effectively, at the same
time intensifying their efforts toward economic development. in recent years
the economqy has adjusted without too rmch strain to the adverse effects both
of the Suez crisis and, subsequently, of the steep drop in wTorld mrices for
long staple cotton.

22,. The impact of these developments wjas absorbed partially by the gold
and foreign exchange reserves which fell from lvE 237 million to LE 137 million
or about seven months imDorts between the end of 1955 and the middle of 1959.
In addition, the net balance against Egypt on payments agreement accourts
rose by £E 26 raillion, and £E 23eh million w-as pledged to meet the payment
due in 1960 under the terms of the financial agreement reached with the
United Kingdom in 1959. To ease the strain on the reserves, the Goverrmlent
introduced various changes in the exchange system (imports now pay a
premium of 27.5%). As a result of a rapprochement between Egypt and the Soviet
bloc a substantial portion of the country's foreign trade shifted towqard
tnat area. Internally, fiscal policies were readjusted so as to avoid serious
inflation. The substantial treasury cash deficit of 1956-57 was changed to a
sturplus in the next fiscal year; a deficit occurred in the first half of
1959, but was largely due to temporary financing of government cotton stocks
which are slowly be-i liquidated. Because of surplus production of long
staple cotton, the Government has reduced the area clanted with long staple
varieties by 17% this year.

23. Egypt's medium term balance of payments prospects are reasonably
favorable. The next 8 years or so may witness an increase of something like
25% in total foreign exchange earnings, provided that internal monetary
stability is maintained. Since there will almost inevitably be continued
pressure to increase development expenditures, this will need careful manage-
ment, in particular now that foreign exchange reserves have diminished
considerably. On the other side, the resumption of substantial American aid
to the Egyptian region - including, over hlhe past year, transfers of surplus
agricultural commodities to the value of $106 million and two Export-Import
Bank loans totalling .'4l7 million - is a favorable factor as are the recent
new oil strikes, especially in the Sinai peninsula, which give ground for
hope that Egypt may soon become self-sufficient in petroleum.

24. The possibilities for economic growth in the Syrian Region are
quite favorable particularly in agriculture, and consequently its position
is inherently less difficult than that of the Egyptian Region. However,
Syria has serious immediate economic and financial nroblems. Inflation
resulting from several years of deficit financing by the Government, combined
with a poor grain crop, led to a substantial loss of foreign exchange reserves
in 1958. Since the economic report was written the situation does not appear
to have improved. Deficient rainfall last winter brought another sub-normal
cereals crop in 1959, while the indications are that in the first seven months
of the year the treasury deficit was larger than in the same period of 1958.
At the same time, U.S. aid to Syria has only just started and is still on a
small scale. Foreig-C exchange reserves do not show rmuch change in the first
half of 1959.
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25. Given the Region's favorable development prospects, Syria should
be able to manage its balance of payments problems wzhen agricultural produc-
tion returns to normal. Very much will depend, however, on careful management
of internal and external resources.

Prosoects of Fulfillment of Obligations

26. The disbursed and outstanding external debt of the United Arab
Republic - exclusive of debt for military purposes - amounts to about $224
million equivalent upon which the service reaches a peak of 1i)h3 million in
1960 and falls to $27 million by 1963. In addition, the Republic has unutilized
external credits amounting to $5h7 million equivalent. If these lines of credit
were fully used by their respective closing dates, service payments on the
Republic's non-military debt would reach a peak of about $90 million in 1963,
about 10% of current foreign exchange earnings of the Republic, and would fall
off rapidly after 1967. Of these amounts more than half is payable in kind and
not in convertible currencies. There is in addition a financial obligation
resulting from the new Nile Waters agreement, which calls for payments from the
Republic to the Sudan of ME 15 million ($h3 million) between 1960 and 1963,
which would raise the Republic's total service payments to a peak of about

$103 million equivalent in 1963, or about 12% of total current foreign ex-
change receipts. If, as seems possible, some of the credits, particularly
those from Soviet-bloc countries, should be drawn down more slowly than
originally contemplated or allowed to lapse, peak service payments would,
of course, be lower.

27. The United Arab Republic's total service payments on external debt
- including 'debt for militaiy purposes the amount and terms of which have
been communicated to me in confidence _ will in any case be heavy in the
early 196CYs and the authorities should take great care in assuming additional
debt which would substantially increase the service burden during these
critical years. However, I am satisfied that taking account of the country's
balance of payments orospects, and also of the special arrangements to pay
debt service on the Droposed loan, a loan in the amount under consideration
for the develc!a-ent of the Suez Canal . peak service on which would be about
i7 Taillion per year - uould be within the Reoublic' s capacity to pay.
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PART V - COM4PLIA\ITCE IITH THE ARTICLES OF AGREEMENT

28. I am satisfied that the proposed loan complies with the Articles

of Agreement of the Bank.

PART VI - RECOavETHDATIONS

29. I recommend that the Bank make a loan to the Suez Canal Authority

guaranteed by the United Arab Republic, of the equivalent in various curren-

cies of ',j;6.5 million for a total term of 15 years, with interest (including

commission) at 6% per annum and on such other terms as are specified in the

attached draft Loan and Guarantee Agreements, and that the Executive Directors

adopt a resolution to that effect in the form attached (No. 9).

Eugene R. Black

Attachments

Washington, D.C.
December 8, 1959
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CURRENCY EQUIVALENTS

1 Egyptian Pound - 2.87 U. S. Dollars
1 U. S. Dollar - .3482 Egyptian Pound
LE 100,000 - U.S.$ 287,156
U.S.$ 100,000 - LE 34,824

Suez Canal Authority's Fiscal Year
July 1 to June 30.

The volume of cargo traffic is stated
in metric tons.
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APPRAISAL OF THE SUEZ CANAL DEVELOPIKENT
PROJECT

Sunmmary

i. The Bank has been asked to help finance a contiinuing developmant
program of the Suez Canal Authority. The program was started in 1957 and
extends through 1963. This report covers the appraisal of that part of the
program for which expenditures were made on or after January 1, 1958, and
which extends through 1961.

ii. The estimated cost of the Project is BE 37.6 million, including
EE 19.7 million (US<356.5 million) in foreign exchange. A loan has been
requested to meet the foreign exchange cost.

iii. The Suez Canal Authority is a public organization and has the
power to borrow. Its Board of Directors and lIanaging Director are ap-
pointed by the President of the United Arab Repliblic. It operates,
maintains and develops the Suez Canal under an independent budget which
must be approved by the President.

iv. NIanagement of the Suez Canal is efficient. Operations and mainte-
nance are well conducted.

Vs Traffic has been increasing consistently in the postwar peri!d,
particularly with respect to northbound petroleum traffic originating in
the Middle East. Petroleum traffic has risen from 20 percent of total
traffic in 1935 to about 70 percent in 1958.

vi. Recent developments in petroleum production, especially in
North Africa will probably retard the rapid rise of Suez Canal traffic,
but to a degree as yet uncertain. NIevertheless, a definite trend toward
larger tankers and the desirability cf maintaining a high-level of oper-
ating efficiency requires the completion of the Development Project if
the Suez Canal Authority is to keep abreast of changing conditions and
maintain its traffic volume in the face of competitive traffic routes.

vii. The Project consists of widening and deepening various sections
of the Canal by dredging and other civil works, in order to achieve a depth
which will permit vessels having a maxiimum draft at rest of 37 feet to
transit the Canal; improvements to Port Said Harbor to diminish congestion;
construction of bu:0iAiiis including a research laboratory; and providing
floating and other equipment in order to replace obsolescent equipment m d
to meet future requirements.

viii. Earnings of the Authority have been good and operating ratios
have been very favorable. The Authority has invested large sums from
earnings in plant and equipment. It has no working capital problems or
long-term debt. The financial position is sound. Even if no increase in
traffic or revenues were experienced after 1959/60, the Authority would
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easily be able to meet the local currency costs of the Project and to ser-
vice the proposed Bank loan.

ix. The Project is suitablefor aBank loan of about $56f5 million
equivalent which would cover its foreign exchange costs. An appropriate
term would be 15 years including a grace period of two years. The Suez
Canal Authority would be the borrower.



SUEZ CiffAL -DETFEL?0?NW' T PROJECT

I. INThZ'DTJCTION

1. The Suez Canal Authority has been engaged in a continuing develop-
ment ~zDro'rram extending to 1963. The Bank has been rer-uested to assist in
fin7ncinc t>e 1irst part of the plan exteAding to the end of 12 t,wtbh is
horeinafter referred to as the Project.

2. The Project is largely for widening and deepening of the Canal,
miscellaneous building construction and the acquisition of operating and
maintenance equiprent. The cost of the Project is estimated at E 37.6
million, of which the foreign exchange amounts to & 19.7 million. The
Bank has been requested to lend Z 19.7 million - US13 56.5 million equiva-
lent. The loan would be guaranteed by the Government of the United Arab
Republic.

3. This report is based on an aporaisal made by a Technical Opera-
tions Depertment mission which visited the Egyptian Region of the United
Arab Republic during July and. August 1959.

II. GENER%AL (IIAPS 1 ANID 2)

4. The Suez Canal is one of the most important international water-
ways in the world. It shortens the sea voyage between Asia and W!estern
Eurcpe by acout 5,000 sea miles and is the principal route by which oil
produced in the Middle East is transported to its markets. During 1958,
35% of all ocean-going ships and 6O5o of all tankers, with a gross tonnage
exceeding 4,000 tons, passed through the Canal at least once.

5, Small canals linking the Red Sea to branches of the Nile existed
during the ancient Egyptian era, but it was not until the construction of
the present Canal in 1859-169 that a permanent means for the passage of
sea-going vessels between the Red Sea and the Mlediterranean was provided.
The Canal was constructed and operated by Compagnie Universelle du Canal
iaritiEe de Suez, shares in which were held internationally. When first
completed it was 160 km long and had a depth of eight meters, permitting
t,he passage of vessels having a draft of 7.5 meters (24.6 feet). Since
then the size and number of transiting vessels increased substantially.
The maximum dead weight tonnage rose from appro,imately 6,500 tons in
1870 to about 36,000 tons in 1955, and the daily average number of shiDs
rose from 1.33 to 40. By 1955, the Csnal id been widened, the depth in-
creased to 14 meters and the maximum permissible vessel draft extended to
10,67 meters (35 feet). Although additional passine places had been pro-
vided the Canal remained a one-way water-ay.

6, The Canal was developed and operated by the company until July
26. 1956, when it was taken over by the Egyptian Government and an autono-
mous body, the Suez Canal Authority, was set up to operate it.
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III. ¶1ME PRESENT CA_AL (hAPS 2 AID 3)

7. The Canal is a sea-level canal without locks. It is 162 km
long,including dredged channels in Lake Tim.sah and Great DBitter Lake with
lengths of four and 36 km, respectively. There are, in addition, dredged
approach channels nine km long from the ivhediterranean Sea and four km long
from the Red Sea.

8. Port Said lies on the African side of the Canal at its northern
end. Suez, writh the adjoining Port Tewfik, lies on the samie side at the
southern end. opposite Port Said is Port Fuad, where the Canal Authority
has its principal repair facilities. The Authorityts headquarters is at
Ismailia (population 70,000), 80 km south of Port Said. Both Port Said -
Port Fuad (population 250,000) and Suez-Port TewTfik (population 180,000)
are ports with an appreciable traffic, mainly of a general and transship-
ment nature, and centers of commiercial interests associated with the Canal.

9. There are passing places at Ballah and in the Bitter Lakes
beginning at distances of approximately 51 km and 101 km from Port Said,
respectively. Vessels can ancher at Port Said, in the Bitter Lakes and
at Suez and there are a number of lay-by stations where ships can draw to
the side of the canal to permit the passage of other vessels if required.
At the commaencement of the Project, the typical cross-sectional area below
water level of the Canal cuts was 1,250 square meters. In tlhe "anal cuts
the typical depth was 14 meters, permitting the passage of a vessel of
10C67 meters (35 feet) draft, and the width at 11 meters depth approxi-
mately 60 meters. The depth in the lakes and canal approaches was some-
what less than in the cuts because of the lesser allowTance required for
the "squat" of the vessel, but permitted the passage of ships of the same
draft. The sides, the slopes of which vary between 4.5 to 1 and 2.5 to 1, are
revetted one meter belowr water level with various types of revetment. The
most recently developed type comprises steel sheet piles surmounted by
interlocking concrete blocks and this has now been adopted as a standard.

10. The soil through which the Canal runs varies in nature, but in
general is favorable to Canal construction. At the northern end of the
Canal (km 0 to Km h5), alluvium originally brought down by the NWile is
found, in the central portion fine sand with some clay, and in the southern
section (km 134 to km 162), hard strata, varying bet-een soft sandstone
and hard rock are met with. riaintenance and improvement of the Canal is
normally carried out by floating dredging equipment, but large drag line
excavators working on land have recently been used for removing hard mate-
rial in the southern section.

11. The tidal range at Port Said is small. There is no appreciable
tidal flow in the Port Said-3itter Lakes section of the Canal, but in the
southern section a maximum tidal current of betwreen 3 and 5 km per hour
results from the 1.2 to 2.1 meters tidal range at Suez.

12. A bituminous surfaced road controlled and maintained b- the
Authority and a standard gauge railway operated by the Egyptian State
Roilways, run parallel to the Canal on the African side, linking Port Said
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with Suez. At Isma-iliathe railway is joined by a connecting line from
Cairo, and on the Asiatic side railways link El Kantara to Gaza in Pales-
tine and to Port Tewfik. At El Ferden (65 km) a swing bridge carries the
railway across the Canal at Port Said, l Kantara, Ismailia and Port Tew-
fik there are road vehicle ferries and at El Kantara a rail ferry. Fresh
water is brought from the Nile a.t Cairo to Ismailia by a canal known as the
"tsweet water canal", wlhich by branches running north and south parallel to
the Canal also supplies Port Said and Suez. The sweet water canal is main-
tained by the Irrigatior. Department of the Government.

13. The main workshops and repair facilities of the Authority are
situated at Port Fuad, and there are auixiliary workshops at lort Said,
Ismailia, and Port Tewfik where maintenance of the Authority's floating
equipment (see Appendix 1) and repairs to transiting ships are carried
out. The Authority operates water parification plants at Port Said, Is-
nailia and Port Tewfik and an electrical generating station et Port rF ad.

IV. THE SYSTE11 OF OP?T-ION

14. Navigation in the Canal is under bhe direct control of the Au-
thority, which employs all the pilots, and operatcJ, all the tugs, nariga-
tional aids, etc. involved. The traffic is organized in a carefully plan-
ned system of convoys requiring expert hour to hour supervision. The con-
voys traverse the Canal by night as well as day being guided at night by
light buoys and structures as well as by the powrerful searchlights which
the vessels are required to carry.

15. There are at present three convoys daily, two southbound and
one northbound. The southbound convoys assemble in Port Said Harbor and
consist of all classes of ships, principally tankers in ballast and laden
dry-cargo ships. The northbound convoy., mainly laden tankers and dry-
cargo vessels, assembles in Suez Bay. It is in tvo parts, the first com-
prising the laden tankers. the second the other vessels. The northbound
convoy passes the first southbound conavoy in the Bitter Lakes, where the
latter has anchored for the purpose, and passes the second southbound,
similarly moored at the Ballah bypass. The stipulated speed through the
Canal is 13 km per hour for laden tarkers and 14 km per hour for dry-cargo
vessels or tankers in ballast. The approximate transit time is 131 hours
lor a vessel in the northbound convoy, 17 - 18 hours for one southbourd.

16. The Authority has found that the convoy system described above,
further information regarding which is given in ADpendix 2, secures the
maximuza possible transit capacity through the Canal as existing. It es-
timates that using this system, the present annual daily average transit
capacity of the Canal is between 55 and 60 transits per day. By "annual
daily average capacity" is meant the figure arrived at after deducting
from the theoretical daily maximum capacity, allowances covering the ir-
regular arrival of ships and delays because of accidents and bad weather.
iFrom the "annual daily average capacity" thus obtained, the total annual
transit capacity of the Canal can be computed.
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17. The Authority provides tugs to tow vessels which through break-
down of machinery or other recsor. might interrupt the convoy system. Signal
stations sited at about 10 km intervals along the Canal keep contact with
the transiting vessels to give them instructions regarding navigation, the
whole operation being co-ordirnated by the Authority's staff in a central con-
trol room at Ismailia, which is in constant touch with the vessels and signal
stations by wireless telegraphy.

V. ORGANIZATION AND MANAGEMENT

18. The Suez Canal Authority was inltially set up by law No. 285 of
July 26, 1956. In its present form the Authority was established by Decree
Law No. 146 of July 13, 1957, the principal provisions of which were as follows.

19. The Authority is defined as a public organization, with independent
juristic personality. Its Board of Directors and principal officers are ap-
pointed by the President of the Republic. Its budget is separate from the
National Budaet but is subject to approval by the President. It is responsible
for the management, operation, and maintenance of the Canal including Port Said
Harbor, and for the control of navigation therein. It is empowered to impose
and collect tolls for passage through the Canal and charges for other services
w-hich it performs. It can own, appropriate, let or hire property necessary for
its functions. The law concerning public organizationshas been amended to
give them specific powers to borrow.

20. At present the board of the Canal Authority comprises eight members
presided over by a Chairman, who is also Managing Director. The members, ap-
pointed by the President of the Republic as explained above, serve for an in-
dofinite period. They include civil servants, engineers, economists and law-
yers, many of whom have held important positions in Egyptian business and pub-
lic life.

21. Internally the Authority is organized in accordance with usual prac-
tice the principal executives being a Secretary General and a Chief Engineer.
Under these function Administrative, Works, Transit (Operating) and Procuirement
Departments with their respective Heads. The total permanent personnel employed
by the Authority, including its pilotage service, control services and operating
and maintenance staff, numbers about 5,500.

22. The users of the Canal express satisfaction with the services which
they receive from the Authority and with the manner in which shipping mo-rements
through the Canal are conducted. A minor exception has been the lack of control
of shipping movements in Suez Bay, an area hitherto outside the jurisdiction of
the Authority. To rectify the position a law was recently enacted giving the
Authority powers of compulsory pilotage in the Bay so that it will now be poss-
ible to eliminate these difficulties.

VI. PAST ADD PRESENT TRAPFIC

23. Traffic through the Canal has shown a consistently upward trend
since its inepption except for the interruptions caused by the two World



'Jars. During the period 1910-58 the annual tonnage of goods rose from 22.5
millions to 139.4 mill_ons a',d the number of transits fron. 4,533 to 17,842,
as showrn below. (For Tihrtber details of tralfic 1949-58, see Appendix 3).

Tonnage of Cargo Passing Through Cna^ 
'7Ilions tons)

Tonnage of Tonnage of Total
Year Dry Cargo Liquid Cargo Tonnage

1910 22.1 o.4 22.5
1915 n.a. n.a. 15.1
1920 16.0 1.0 17.0
1925 23.6 3.0 26.6
1930 24.0 4.5 28.5
1935 21.3 5.0 26.3
1940 n.a. n.a. n.a.
1945 n.a. n.a. n.a.
1950 25.0 47.6 72.6
1955 38.7 68.8 107.5
1958 42.6 96e8 139.4

Number of Vessels Transiting canal

Total Annual Transits Average iJaily Transits
1ry Cargo/ Dry Cargo/
Passenger Passenger

Year Vessels Tankers Total Vessels Tankers Total

1910 n.a. n.a. 4,533 n.aO n.a. 12.4
1915 n.a. n.a. 3,708 n.a. n.a. 10.2
1920 n.a. n.a. 4,009 n.a. n.a, 11.0
1925 n.a. n.a. 5,337 n.a. n.a. 14.6
1930 n.a. n.a. 5,761 n.a. n.a. 15.8
1935 n.a. n.a. 5,992 n.a. n.a. 16.4
1940 n.a. n.a. 2,589 n.a. n.a. 7.1
1945 n.a. n.a, 4,206 n.a. n.a. 11.5
1950 5,016 6,735 11,751 13.7 18.5 32.2
1955 6

5 7R9 7,877 14,666 18.6 21.6 40.2
1958 8,254 9,588 17,8h2 22.6 26.2 48.9

24. Throughout the history of the Canal southbound and northbound
transits have been approx-dimately equal in number. At the present time
sout-hbound vessels ccuprise principally petroleum tankers in ballast, pas-
senger and cargo vessels. The cargo carried southbound consists mainly of
manufactured goods. The petroleum carried southbound comprises refined
products for local distribution, together with some cargoes from Eastern
Europe. Northbound traffic is made up of laden oil tankers taking petro-
leum produced in the Liiddle East to Europe and America, passenger vessels,
and cargo vessels carrying principally raw materials to similar destlnations.
Details of thle southbound and northbound traffic in 1958 were:
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Million Mlllion
Southbound Traffic Tons Northbound Traffic Tons

Cement 1.4 Petroleum 94.4
Fertilizers 3.7 Ores 5.6
Railway materials 0.8 Textile fibres l.8
Fabricated materials 5.3 Cereals 1.7
Wood pulp and paper 0.5 Oil seeds 1.6
Salt 0.4 Rubber 1.3
Cereals 3.9 Sugar 1.0
Petroleum 2.4 Fruits 0.7
Others 6,5 Others __6_

Total 24.9 Total 114.4

25. Although much affected by the competition of air transport, pas-
senger traffic through the Canal remains substantial. In 1958 the number
of passengers recorded was 342,404, the number of vessels classified as nas-
senger ships being 558. The latter would in almost all cases carry cargo as
well as passengers.

26. The foregoing statistics show that while the annual volume of dry
cargo passing the Canal remained comparatively steady between 1910 and the
second World War at a figure of the order of 20 million tons, after the war
it increased at a substantial rate, more than doubling in amount by 1958.
Pe-troleum, negligible in amount in 1910 rose gradually between the two wars,
but in 1935 still represented only about 20% of the total traffic. After the
last war, however, as a result of increases in crude oil production in the
Persian Gulf area, the volume of petroleum passing through the Canal increas-
ed at a phenomenal rate, and in 1958 amounted to nerrly 100 million tons, or
70% of the total traffic.

27. Corresponding increases occurred in the number of annual transits
bat these were proportionately lesser in extent than the cargc +.cnnage in-
creases, because during the period concerned the average size of the transit-
ing vessels was becoming greater. In the case of dry cargo vessels, the in-
crease in size was relatively small, the annual average Suez net tonnage of
vessel, which was 3,640 tons in 1910, rising only to 5,830 tons in 1949 and
falling slightly to 5,653 tons in 1958. The average dead weight tonnage of
the transiting tankers, however, of the order of 10,000 tons before the
1939-1945 war, had risen to 13,648 tons in 1949 and to no less than 20,734
tons in 1958.

VII. FUTUrnE TRAFfIC PiOSPECTS

28. Ever since the emergence of the Yiddle East as a prirm factor in
world oil production, the tanker movement of Persian Gulf oil has become an
increasingly important element in Canal traffic. This growth in importance
involves increases in both the size of vessels in use and the total tonnage
of petroleum transported.
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29. The Bank made an investigation of the petroleum-transportation
industryls plans concerning the size of tarkers and traffic prospects
generally. It ̂ s clear that a trend totwards larger vessels exists. w1hich
could adversely affect tanrier traffic throughL the Canal unle.s im.provements
are effected. As shown in ApDendix 4, as of January 1, 1959, there were
under construction by the petroleum-transportation industry, 251 vessels,
ranging from 30,000 to 40,000 tons dw.; 206 vessels of 40,000 to 50,000 tons
d.w.; 6 vessels of 50,000 to 60,000 tons d.w.; and 63 vessels over 60,C00
tons d.w. A laden tanker which coming to the Canal from Middle East has a
draft of 35 feet, would be of approximately 36,000 'ons d.w.; and one having
a draft of 37 feet would be about 46,000 tons d.w. The greater part of the
206 vessels of 40,000 to 50,000 tons d.w. now being built and some of the
251 vessels from 30,000 to 40,C00 tons referred to abbve will fall in the
36,000 to 46,000 tons range. A number of vessels of this category are also
alr&ady in service. Should the present draft limitation of 35 feet remain,
all of these vessels, both in service and under construction, would, when
fully loaded, be una1lle to use the Canal. Accorcingly, the canal improve-
ments included in the Project, which as described in the next section of
this report have been designed to make possible the passage of vessels
having 37 feet draft, should permit the recovery of the traffic already
being lost through the diversion of -ressels in the 36,000 to 46,000 tons
range and the retention of traffic waich in future will move in such ves-
sels yet to be placed in service.

30. It would appear that the still larger tankers upwards of 46,000
tons will tend to be used primarily on routes other than the Persian Gulf-
Western Europe route. Furthermore, the numLer of "giant" tankers is fore-
seen to remain relatively small.

31. Until recently there appeared to be no important factors which
could materielly affect further substantial increase of the volume of
petroleum movement through the Canal. At present, however, there are dis-
tinct possibilities that for a time at least such factors will be present.
The most significant of these is the discovery and initial development of
prospectIvely important new oil-producing areas in the world, notably in
Africa but also in the Western Hemisphere. These developments combined
with import restrictions in the United States, are felt by manjy observers
to foreshadow a material slo.ing down of Canal oetroleum tonnage increases.

32. Dry cargo shipments through the Canal, although only 30% of the
whole, nevertheless constitute a substantial volume of traffic, amounting
to 42.6 million tons in 1958. The opinion is generally held that the in-
creasing trend in this traffic during the postwar period, as described in
paragraph 26, is likely to continue in respect of both volume and number
of transits.

33. The Authority's own forecast of the level of traffic envisages
an increase in petroleum traffic from about 97 million tons in 1958 to ap-
p:-oximately 140 million tons in 1965 and an increase in the average total
daily transits including dry cargo vessels from 49 in 1958 to 58 in 1965.
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34. The complete program of improveriients now planned 'oy the Authority
consists of the first phase extending to 1961, the g'oject for which the
Bankts financial participation is sought, and a subsequent two-year phase
for the years 1962 and 1963, Tne first phase is required, even with the
present volume of traffic, to operate and maintain the Canal effectively
and to prevent the increasing diversion of that traffic from the Canal as
the average size of tanker increases. The second phase, on the other harnd,
will be required only if the number of transiting vessels increases substan-
tially. The Authority intends to observe traffic developments in the next
year or so before deciding whether or when to undertake this second phases
As will be seen later in this report, the project would be financially sound
even if no increase in tra2fic were experienced after 1959/60. Accordingly,
the degree of future traffic increases is not an essential consideration in
the project appraisal.

VIII. T, PROJEMCT

General

35. From the opening of the Canal in 1869 until 1955, the Suez Canal
Company carried out seven Canal improvement programs. In tl-he latter year
the company began a further series of improvements known as the Eighth
Program, which was in progress at the time of nationalization. The Author-
ity continued work on this programi after making a number of changes and
also drew up an additional scheme known as the Nasser Program for further
development to follow the Eighth Program.

36. The Project consists of elements necessary to complete the modified
Eighth Program and a part of the Nasser Program, extending to the year 1961.
It comprises the principal items shown belowO Fuller details of the Pro-
ject are given in Appendix 5 and Slaps 2 and 3; the technical basis of the
Canal improvermients is described in Appendix 6.

The Project

37.(a) The widening of the single way Canal cuts at various locations
for the purpose of eliminating navigational hazards and increasing the wet
cross sectional area of the Canal.

(b) The deepening of the Canal and its approaches in various locations
to permit the passage of vessels having a draft of 11.28 meters (37 feet),
and in the case of certain parts of the cuts to increase the wet cross sec-
tional area for the purpose described in paragraph 51 below,

(c) The deepening and improvement of Port Said Harbor and the provision
of berths for cargo and passenger ships clear of the Canal channel and
assembly area.

(d) The construction of a research laboratory and miscellaneous build-
ings required for the Authority's operations.
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(e) The construction of roads and bridges in the Port Tewfik and
Port Said areas.

(f) HAiscellaneous civil engineering and maritime construction, includ-
ing the construction of basins and sheds for lighterage traffic in Port
Said and Port Fuad.

(g) The purchase of dredging equipment, tugs, launches, barges, ferry
boats, pilot vessels, floating and land cranes, and earth moving, electricals
air supply, water supply, fire fighting and telecommunications equipment to
meet the Authority's future requirements and replace obsolescent equipment.

Present Progress

38. The Project had progressed virtually according to schedule at the
time of the mission's appraisal. With reference to the principal items
shown in Appendix 7, widening and deepening of various sections of the Canal
by dredging and revetment construction was started in August 1958 and wias
scheduled to be completed by September 1960. Dry digging was started in
February 1958 and was scheduled to be finished by Septeraber 1959. In July
1959, dredging was 36 percent, constriction of new revetments 47 percent
and demolition of existing revetments 41% complete 0

39. IHodification of the El Guisr curves was started in January 1959;
expected to be completed by May 1960; contract work was 60% finished; and
the direct administration work had just been started in July 1959. The
widening of the Kantara section was just started in July 1959 and is sched-
uled for completion in July 1960.

4o. Deepening of Port Said roadstead and Great Bitter fakes was finish.
ed about October 1, 1959, by the U.S. Corps of Engineers' hopper dredger
"Essayons". Deepening of the Sues roadstead has not been started.

41. Deepening and widening of other sections of the Canal to complete
the modified Eighth Program had just been started and is scheduled for com-
pletion at the end of Septermber 1960. Deepening of the Canal between km
132 and km 157.5 had not been started at the tine of the missionts appraisal.
Inprovements to Port Said Harbor are expected to be started in July 1960.
The widening operations at El Ferdan bridge will start in December 1959
and take about two years to complete. U-'idening the Canal from Im 79 to kaa
97 has not yet been started, nor a schedule as yet announced. The con-
struction of a research laboretory at Ismailia was started in April 1959
and scheduled for completion early in 1960. It was about 50% finished in
July 1959. Other works and acquisition of equipment are progressing satis-
factorily. Further details concerning amproximate dates for commencement,
completion, order and delivery are included in Appendix 5.

The Cost of the Project

42. - The estimated cost of the Project is LE37,606,356 (US107,930,422
eauivalent), of which &E 19,689,000 (US=;56,500,000 equivalent) will be in
foreign currency, the following being the principal items (for details see
Appendix 7):
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Local
Foreign Currency Currency Total
KBE UTS7 Equiv. T!E EE US~ E.1pv.

(millions)(millions) (millions) (nailJicnsX miJ ons)
a) Canal Improvement Program 9.8 (28.1) i1.4 21,2 (6o.83)
b) Provision of buildings and

miscellaneous facilities . ( 1.2) 2.4 2.8 ( 8.2)
c) Purchase of plant and equiip-

ment 8.7 (24.9) 3.1 11.8 (33.7)
d) Contingencies .8 ( 2.3) 1l0 1.8 ( 5.2)

Total 19.7 (56.5) 17.9 37.6 (107.9)

43. The phasing of expenditure on the Project by fiscal years is ap-
proximately as follows, in LE milliors:

Last t t First i Total
6 mos. v I * 6 mos. t Project
57/58 i 58/59 t 59/60 ' 60/61 t 61/62 i
F L 'F L I F L F L F L F L

I t t , 

a) Canal Improve- I ' '
m3nt Prcgram 1.1 .4 1 2.2 3.0t 4.3 4.91 2.0 2.4' .2 *7' 9.8 11.4

s t I t

b) Buildings & Mis- ' I I
cellaneous . I
facilities 1. ' .1 .4' .2 1.11 .1 71 .3 .4 2e4

t t I I I

a) Plant and Equip- ' I I I I

XrOnt .8 .3 1 1.6 1.01 2.7 .7' 2.6 .8? 1.0 .3' 8.7 3.1
i I I I I

Total lo9 .8, 3.9 4.3I 7-2 6.6' 407 3.9' 1.2 1.3' 18,0 16.9
I I I I t

Contingencies - * -- iJ ,6 .3 .3' .1 .1' .8 2=1o
I I I t I

Grand Total 1.9 .8 1 3c9 4.31 7.7 7.2t 5.0 4.2t 1.2 1,41 19.7 17.9
t t I t t

Note: Totals do not always equal sum of factors because of rounding.

*Amounts less than iE 50,000 omitted
F represents foreign exchange costs
L represents local currency costs
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44. The foregoing estimates include expenditures made by the Suez
Canal Authority since January 1, 1958. Foreign exchange expenditures for
the Project since that date to January 1, 1959, have been of the order of
E 3.5 million equivalent.

45, The estimates allow for contingencies and appear to be realistic,
having been to a large extent based on actual prices already paid or quoted.

46. The wet dredging and excavation, representing about 35% of the
cost of the Project, is being carried out by contract after international
bidding except in the case of dredging in Port Said roads and the Bitter
Lakes, which has been carried out by the U.S.Corps of Engineers 1 dredger
"Essayons" on a charter basis, and certain dredging which can be done more
economically using the Authority's own craft. Dry excavation and the re-
vetment is being done by local contract, foreign contractors not being able
to compete in prices for this class of work. The purchase of equipment
will be generally on the basis of international tender.

47. The civil engineering design work connected with the project is
being carried out by the Authority, which has its own staff of competent
engineers. To a considerable e.tent the designs adopted for Canal improve-
ment follow principles and practices which have grown up over the many
years of the Canal's history and in the formulation of which many engin-
eers of international reputation have played a part.

The 1962/63 Proaram

48. The Project as described above is a part of a continuing program
extending through 1962 and 1963. While most of this additional program
will follow completion of the Project, parts of it may be started before
1962.

49. The additional plans call for further widening, further deepen-
ing and extension of the existing by-passes or double sections of the Canal
at Ballah, Great Bitter Lake, Kabret and Port Said; additional improvements
at Port Said Harbor; the construction of a ship-uilding yard at Port Fuad;
other miscellaneous building construction; and the acquisition of addition-
al operating and maintenance equipment.

50. The cost of the 1962/63 program is now estimated to be about
£E 31.1 million, of which ZE 15.6 million equivalent ,ould be in foreign
euchange and £ 15.5 million in local currency. (See Appendix 8).

IX. BEIEFITS RESULTING FROIN TNE PROJECT

51. As a result of widening and deepening works, vessels having a
draft of 11.28 meters (37 feet) fully loaded, e.g., a tanker of about
46,000 tons d.w. will be able to transit the Canal as compared with the
present limitation of 10.67 meters (35 feet), equivalent to tanker tonnage

of 36,coo tons d.w.
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The increase in wet cross sectional area achieved will facilitate navigation
and attain an acceptable ratio of , to 5 between the wet cross section of the
larger transiting vessels and the wet cross section of the canal cuts. Re-
search has indicated that with a lesser ratio erosion of the banks and conse-
quent maintenance costs are at an uneconomic level, steering of vessels is
adversely affected and the "squat" of the larger transiting vessels is exces-
sive.

52. Navigation will be facilitated aenerally and certain existing haz-
ards will be eliminated. Delays to vessels awaiting convoy will be reduced;
and generally the Canal Authority will be in a better position to retain its
existing traffic in the face of comp-etitive routes such as ti-a. around the
Cape.

53. The improvement of Port Said Harbor will reduce delays to shipping
awaiting entry to the Canal occasioned by the present inadequate area of the
harbor and its use as a commercial port as well as an assembly area for Canal
convoys. At the same time hazards to shipping will be lessened and the effi-
ciency of Port Said as a commercial port will be increased.

54. The research laboratory is required for the carrying out of hydraulic
and related research into Canal dredging, revetment maintenance and similar
problems. It will also provide services for outside bodies subject to priority
for work connected with the Canal. Details of the operational need for the
various items of plant and equipment are given in Appendix 5. In general,
the new items are needed to replace existing equipment which is nearing the
end of its useful life, to provide additional equipment necessary to enable
the Authority to maintain and operate the improved Canal efficiently and to
provide users with the ancillaryservices which they require.

X. EARNINGS AND FINANCES

55. The earnings and finances of theL f uthority depend very largely on Canal
tolls. Only relatively small amounts accrue from berthing and towage of ves-
sels, the supply of water and electricity, ferry tolls and the rent of build-
ings and floating equipment.

56. Canal toll charges are related to the "Suez Canal net ton" which is
calculated in accordance with specific rules pertaining to methods for vessel-
space measurements. Payment of transit tolls by ships' agents at Port Said
and Suez, in advance of ships entry into the Canal, is generally made by check
in Egyptian pounds acquired by the sale of foreign exchange to tne Nlational
bank of Egypt.
57. Canal toll charges have not been increased since 1941, and, in fact,
they were reduced in 1951 and again in 1954, to the current level, as shown
below:

Rate of Tolls per Suez Canal Net Ton
Effective Date Laden Vessels Vessels in Ballast

December 15, 1938 0.2803 0.14015
January 1, 1941 0.390 0.195
September 15, 1951 0.365 0.170
September 14, 1954 0.340 0.155
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58. Earnings. The Suez Canal has consistently been operated at a
profit, after al7owance for depreclatJon based on the straight line method
and original cost.

59. Annual depreciation charges provide ample allowances, being the
maximum permitted by the Government Tax Department.

60. Net operating income after income taxes and depreciation has been
as shown below:

Operating Operating Net % Operat-
Year Revenues Exoenses Revenues ing Ratio

-T5 000) (a: coo) (a. 000)
1956/57 14,261 9,322 4,939 65
(7 mos.)
1957/58 41,053 18,879 22,174 46
1958/59 45,303 18,884 26,419 42

Note: The foregoing table includes in operating expenses deprecietion,
income taxes and government royalty, as shown in Appendix 9. Net
revenues are calculated accordingly.

61. Finances. The Authority's balance sheet as of June 30, 1959, is
summarized below. For greater detail see Appendix 10.

(£E 000) (TE o00)
Current Assets 32,828 Current Liabilities 20,563
Fixed Assets 14,662 Reserves:

Income Tax 5,300
Depreciation and
renewals 15,47(

Unappropriated Income _ 6.151

Total Assets Total Liabilities 47.490

62. Fixed assets acquired at time of nationalization are carried at
one pound Egyptian. Subsequent reinvestment of earnings in fixed assets has
been at a high level, amounting to more than E 14.6 million during the three-
year period ending June 30, 1959.

63. The Authority has no long-term debt. Current assets bear a satis-
factory relationship to current liabilities and its financial position is
sound.

64. The amounts charged to depreciation, credited to the renewals fund
and remaining to the Authority in the form of -unappropriated income amounted
to 27% of gross revenues in 1957/58 and to 23% in 1958/59, as summarized from
Appendix 9 and shown below:

1957/58 1958/59

Gross revenues £ 41,053,000 E 45,303,000
Depreciation 2,808,000 3,200,000
Renewals Fund 3,000,000 2,736,000
Unappropriated Income 260QOO 4a.599<000

£E 10,968,000 a 10,535,000

26.7% 23.3%



- 14 -

XI. FUTURE FITAiZIiNG

65. A Banls loan(¼,56,500;000 equivalent) has been requested in order
to meet the foreign exchange costs of the Project, estimated to cost, as
shown in Appendix 7, NE 19,689,000 equivalent foreign exchange and
BE 17,917,000 local currency. As stated earlier, the Suez Canal Authority
is planning further improvements, TIiosS+ of the cost of which would be incur-
red in 1962 a-Ld 1963. In the course of the next two years the Authority will
be able to observe traffic 'rends before making a final decision concerning
its investment program. The cost of such improvements, which are not includ-
ed in the Project, are currently estimated at about GE 15,650,000 equivalent
foreign exchange and iF 15465h,000 local currency.

66. The Authority has prepared a forecast of incorme through 1962/63
based upon its own forecast of future traffic. The projection indicates the
following earnings, in thousards of Egyptian pounds: (For details see Appen-
dix 11)

Operating Operating NIet Operating
Year Revenues Expenses Revenues Ratio

1959/60 46,250 22,019 24,231 b8
1960/61 419,625 23,567 26,058 47
1961/62 53J000 24,691 28,309 47
1962/63 56,250 26,153 30,097 46

Note: Operating Expenses include depreciation, Jincome taxes and
Government royalty, ', of gross revenue.

67. The profitability of the Suez Canal Authority is such that even if
no increase in traffic were experienced subsequent to 19•9/60, the Authority
would without difficulty be able to carry out the Project and service the re-
quested Bank loan. Based upon the assumption of no increase in traffic after
1959/60, the income accounts would develop substantially as shown below. (For
details see Appendix 12).

Fiscal Years (TE 000,000)
1939 1960 1961 1962 1963 1961
1960 1961 1962 1963 1964 1965

Total operating revenues 46.2 46.2 46.2 46.2 46.2 46.2
Total operating expenses, in-
cluding deprecia-tion taxes,
and Government royalty 22e0 22.6 23.1 23.0 23.2 23.5

Net revenue after deprecia-
tion, taxes, and Government
royalty 24.2 23.6 23.1 23.2 23.0 22.7
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68. The extent to which the local currency and loan service costs
would be covered by earniilgs plus depreciation assuwing no increase in
traffic or revenues after 1959/60, is shnown in the following table:

.E 000 or equivalent
1959/60 1960/e/1 1961/62 1962/63

1. Local currency cost of
the project 7,200 4.,237 1,380

2. The 1962/63 program, foreign
and local currency costs 17,000 16,116

3. IBRD interest 56 707 985 1,136
4,. IBRD amortization - - 436 958

Total lines 1 to 4 7,256 4,9h4 17,801 18,210

5. Depreciation 3,700 4v200 4.,700 5,000
6, Net income after deprecia-

tion, income taxes and
government royalty 2h,231 23,671 23,106 23,208

Total lines 5 and 6 27,931 27,871 27,806 283203

69. For the construction period of the project, ample margins are pro-
vided. In 1961-62 a part of the costs for the 1962-63 program (N-E 15 million)
is also included. 4Iost of the costs of this program would be incurred after
t,he project is completed. They are included in the foregoing table in order
to sho. that, even wqithout taking into account any future outside financing,
ample funds would be available for the purposes indicated,
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XII, COVlCLUSIONS Ak1D RECO,i ENDATIONS

70. Management of the Suez Canal is efficient and its operations
are well conducted.

71. The Project is designed to permit the transit of vessels of about
46 ,000 tons d.w., with a draft of 37 feet, compared to the naximun now per-
mitted, 36,000 tons d.w. and a draft of 35 feet. Navigational hazards and
delays to shipping will be reduced. Equipment necessary for effective
operation and maintenance of the Canal will be provided.

72. Traffic has been increasing consistently in the postwar period,
prrticularly with respect to northbound transits and tonnage of petroleum
from the Middle East.

73. Recent developments in petrolewmi production will affect Suez
Canal future traffic to a degree as yet uncertain. Nevertheless, because
of the trend toward larger tankers and the necessity to maintain a high
level of operational efficiency, the Project is required if the Authority
is to keep abreast of developments and retain its traffic volumne The
Project is sound and arrangements for carrying it out are satisfactory.

74. The earnings of the Authority are good and its financial condition
is satisfactory. Reinvestment of earnings in plant and equipment has been
at a high level and there are no wxorking capital problems. There is no
long-term debt. Operations may be expected to continue to be profitable.

75. The present level of traffic and revenues will be sufficient
for the Authority to carry out the Project and to service the proposed
Bank loan.

76. The Project is suitable for a S3ank loan of about 5456,500,0o0
equivalent which would cover its foreign exchange costs. An appropriate
term would be 15 years with a two-year grace period. The Suez Canal
Authority would be thae borrower,



Arpendix 3.

SIJEZ CALL-I PROJECT

List of Suez Cana' Authority-fs Existing Floating Equipment

Item Ja te
No. Description Nuu'ber Purchased Remarks

Dredging Equipmlent

1. Hopper (dr-ag suction) dredger 1 1950 Dredger "Rameses"

2. Cutter suction dredgers 3 1955-58 Dredgers "TohotLos",
"r26th July"1 and
" 1lLth September"

3. Bucket dredgers 5 1913-27

4. Rock breaker 1 1950

5. Pump ashore units 2 1914,1925

6. Self-propelled dumping
hoppers 3 1906

7. D2umping hoppers 25 1906-53

Tugs

8. Large tugs 4 1898-195h Of these tugs only
the "Armtar" ras
built since 1926.

9. Liedium tugs exceeding 1000 hp. 6 1949-58

10. ?liedium tugs less than 1000 hp 6 1924-57

11. Small tugs 19 1892-1955

Floating Cranes and Sheerlegs

12. 80 tons capacity 1 1954

13. 40 tons " 2 1930

18. 8-10 tons " 8 1913-53

15. 3-6 tons 8 1913-47
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Page 2

Item Late
No. Description 1tuiber iurch ased Remarks

Barges

16. y.ork barges 211 188L-1953

17. Fuel barges 9 1908-50

18. Ufater barges 7 1906-51

19. File drivers 2 - Barges included in item
16.

20. Derrick crtnes 3 1888-1908

Launches

21. Harbor launches 2 1902, 1913

22. Pilot launches 21 1938-57

lMlotor Boats

23, T.iscellane&us 33 1922-56 -

niscellaneous Craft

24. Pilot boats 2 1912,191 -

25. Salvage boats 2 1950

Note:

Of the abovre craft, a large proportion have been sunk and salvaged.
In their salvaged condition their usefulress has in :nn cases been ad-
versely affected, particularly where craft 1vith electrical equipment are
concerned. The consiaerable age of many- of the craft is aelso noticeable.
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The Convoy System and the Capacity
of the Canal

1. As described in paragraph 15 there are at present three convoys
daily, two southbound and one northbound. The convoys assemble in Suez Bay
and Port Said Harbor, and must have anchored and notified the Authority of
their arrival 21 hours before convoy departure tine in order to obtain per-
mission to join the convoy. If a vessel arrives oust after this time limit,
it may thus lose 24 hours if northbound, or about half as long if southbound.

2. The northbound convoy leaves Suez in two sections, the first sec-
tion consisting of tankers less than 14,000 tons spaced at 10 minute inter-
vals, followed by tankers 1lh,000 tons and over at 16 minute intervals, and the
second section of dry cargo and other vessels spaced at 9 minute intervals.
The first section travels at 13 lmo p.h. and the second, which leaves about
h0 minutes after the last vessel of the first section, at 14 Im p.h., by this
superiority of speed partly catching up the first section during the transit.
The two southbound convoys travel at 14 hi. p.h. with the vessels at 9 min-
ute intervals.

3. The northbound convoy passes the first southbound convoy at anchor
in the Great Bitter Iake, and passes the second tied up in the Ballah By-
pass. Although the northbound convoy is intended to travel through the
Canal without stopping, in practice it frequently anchors in the Bitter Lake,
either because the last of the first southbound has not yet entered the Laie,
or to re-arrange the convoy, it not always beirng possible to assemble in
proper order at Suez.

4. The relative advantage of viarious convoy systems is a complex
matter. Broadly speaking, reduction in the number of convoys increases
the daily transit capacity of the Canal until the number of convoys is re-
duced to three, the present number, To reduce the number to two daily
would offer no further advantage in this respect. An increase in the number
of convoys daily would ho-wever decrease the average time lost xcaiting to
join convoy at the end from which the increased number of convoys left.

5. Given the spacing,the speed of ships, and the position and length
of the by-passes, the theoretical mayxmum daily transit capecity can be
computed, i.e. the number of ships which can pass through the Canal provid-
ing that all vessels exactly keep station; that there are no delays due
to accident or weather; and that the proportion of tankers exceeding 14h000
tons d.w. is not abnonial, To obtain a figure for daily capacity which can
be used to compute the total annual capacity of the Canal it is necessary
to use a reduction factor allowing for the variations tending to reduce
capacity listed above and also for the fact that the number of vessels seek-
ing transit daily is not steady but fluctuates between wide limits. The
Suez Canal Company choose a value of 15% for this reduction, the Authority
feel that this was on the conservative side.

6. Appendix 3 gives details of the daily transits recorded during
1958. As will be seen, the monthly daily average varied between 46.1 and
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53.3, the annual dailly average having been 48.9. Individual daily trans-
its varied between a maximum of 84 and a minirum of 12. The Authority
state high figures such as the formeri:, apparently exceeding the theoreti-
cal maximum capacity of the Canal, arise uncer circurmstances of the fol-
lovring kind. Although -that number of vessels may have entered the Canal
on the day concerned, they may not all have completely transited on that
day, i.e., the three convoys may have o-.er-run 24 hours; there may have
been an unusually small number of loaded tankers exceeding 1L,000 tons
in the convoy, thus shortening it; when there is heavy congestion of
shipping the Authority allows a slightly higher speed than normally sti-
pulated, an increase TThich can only be permitted occasionall1 if undue
damage to the banks is to be avoided.



KS/SnW TRAFFIC THROUGH THE CANAL, 1949-1958

UNITED ARAB REPUBLIC
SUEZ CANAL AUTHORITY

Management

Northbound Goods Traffic in the Canal (1949 - 1958)
(Thousands tons)

lPetroleum Ores Textile Oil
Year Vlroducts & Fibers Cereals Seeds Rubber Sugar Fruits Others Total

I Metals (Raw)___

1949 36,976 1,933 1,316 1,492 984 1,167 541 212 3,406 48,027
1950 47,526 2,212 1,489 2,061 1,444 356 428 282 4,670 60,468
1951 42,873 2,592 1,549 3,072 2,083 1,369 521 358 4,916 59,333
1952 45,923 3,731 1,409 1,824 1,531 1,384 548 398 4,689 61,447
1953 49,420 5,049 1,817 2,068 1,734 1,246 1,060 452 5,035 67,881
1954 56,978 4,552 1,629 2,189 1,765 1,217 1,046 553 4,582 74,511
1955 66,893 5,300 1,744 2,488 1,803 1,349 964 618 6,267 87,426
1956 (2) 65,777 (1) (1) (1) (1) (1) (1) (1) 17,099 82,876
1957 ?3 54,051 4,344 999 1,146 1,153 755 752 298 3,721 67,219
1958 94,401 5,602 1,766 1,681 1,594 1,257 1,012 706 6,411 114,430

(1) Cannot be specified due to absence of the Captains' Declarations of
July 1956.

(2) Figures of 1956 are for the navigational period of the year (10 months)
(3) Figures of 1957 are for the navigational period i.e. from 10th April

till end of the year. 4 D
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UNITED ARAB REPUBLIC

SUEZ CANAL AUTHORITY

Management

Southbound Goods Traffic in the Canal (1949 - 1958)

(Thousands tons)

Petro- Ferti- Coal Railway Fabri- Wood Cereals
Year leum Cement lizers & Mater- cated Pulp Salt & Cthers Total

Coke ials Metals & & Deriva-
Machinery Paper tives ,_.

1949 166 1,326 673 161 329 2,642 452 1,136 1,668 4,475 13,028
1950 111 1,110 1,3.89 549 377 2,725 450 161 779 4,790 12,141
1951 1,931 1,207 1,c85 328 308 2,788 510 835 2,215 6,213 17,420
1952 6,415 1,701 1,593 406 3P4 2,529 441 393 2,176 6,043 22,001
1953 7,231 1,587 2,065 72 268 3,052 608 406 1,468 5,761 22,518
1954 6,084 1,990 2,089 75 385 3,169 568 470 504 7,036 22,370
1955 1,905 2,683 2,454 116 467 3,759 611 497 489 7,101 20,082
1956(2)1,755 (1) (1) (1) (1) (1) (1) (1) (1) 16,352 18,107
1957(3i 847 1,285 1,935 61 426 3,514 367 182 ,Lo46 4,441 14,104
1958 2,376 1,379 3,685 149 760 5,331 506 404 3,937 6,416 24,943

(1) Cannot be classified due to absence of the Captainsl Declarations of July 1956.
(2) Figures of 1956 are for the navigational period of the year (10 months)
(3) Figures of 1957 are for the navigational Deriod i.e. from the 10th of April till the end of the year. 0



KS/SnW

UNITED ARAB REPUBLIC

SUEZ CANAL AUTHORITY

I'anagement
IPAFFIC IN THE CANAL 1949 - 1958

NUMBER OF TRANSITS
Suez Canal net tonnage

Year By kind of ships By dixection of transit (Thousands of tons)
Tankers Others Total Southbound Northbound Total Tankers Others Total

1949 5,501 4,919 lo0420 5,272 5,148 10,420 40,195 28,616 68,811
1950 6,735 5,016 11,751 5,950 5,801 11,751 52,092 29,704 81,796
1951 5,900 5,794 11,694 5,807 5,887 11,694 46,732 333,624 80,356
1952 6.235 5,933 12,168 6,111 6,057 12,168 51,822 34,315 86,137
1953 6,4i56 6,275 12,731 6,362 6,369 12,731 56,374 36,531 92,9)5
1954 6,890 6,325 13,215 6,629 6,586 13,215 65,0o12 37,482 102,494
1955 7.877 6,789 14,666 7,332 7,334 14,666 75,857 39,899 115;756
1956(1) 7,382 5,909 13,291 6,699 6,592 13,291 74,348 32,658 107,006
1957 (2) 5,849 5,109 10,958 5,498 5,460 10,958 62,883 27,028 89,911
1958 9,588 8,254 17,842 8,999 8,843 17,842 107,816 46,663 154,479

N.B.- (1) Figures of 1956 are for the navigational period of this year (10 months only). d
(2) Figures of 1957 are for the navigational period of this year from 10th April co

till the end of the year,
It is to be noted that the period from 10th April to end of time is a period.
of recovery of traffic, the figure being below normal.



Transits Through the Canal During 1958

South'ound Northbound Total Transits Monthly
Daily Max. Min. Daily Max. Min. Max. Min. Daily Average

MontL Average Daily Daily Average Daily Daily Daily Daily Total Transits

January 22.4 38 9 24.1 45 7 62 29 46.5
February 24.2 45 13 23.7 42 11 69 33 47.9
March 25.0 42 12 23.6 52 16 84 12 48.6
April 23.8 42 10 23.9 34 11 66 32 47.7
May 24.1 38 16 25.8 40 17 67 40 49.9
June 23.5 34 12 22.6 35 15 68 31 46.1
July 23.6 35 14 22.5 37 11 72 31 46.1
August 24.4 33 11 23.2 34 14 61 35 47.6
Sept embei 26.C 35 15 24.4 35 19 65 39 5C.4
October 27.0 38 11 24.8 34 17 66 32 51.8
November 27.2 51 10 26.1 39 18 73 39 53.3
December 24.8 40 16 25.8 37 14 67 35 50.6

Annual Average Daily Total Transits: 48.9

p,
t h

4= tD
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SUE2 CAZIAL PRC4ECGT

Detailed List of Ite;ms Comprising the Project

Item Approximate commencement Aproxirnate corpletioil iethud of executioni

No. Description of Item. Purpose for which required. date or date of order. date or date of dclivoiy. or procurement. Remarks

1. Canal Improvement Program Elimination of navigational In hand July 1960 Dry digging by local Dredging by con-

Widening and Deepening of Various hazards, incrense in wet cross contract, dredginrg by sortium

Sections of Canal section contract

comprises drY dLgging, de7molition
and construction of revetment and
dredging

2. Modification of curves in El Guisr Elimination of navigational In harLd Hay 1960 Dry digging and revetment

Region hazards, increase in wet local contract, dredging

comprises dry digging, construction cross section departmentally

of revetment and dredging

3. Widening and Deepening of Section Elimrination of navigational In hand July 1960 Derolition and dry digging
at El 1ratara hazards, increase in wet local contractor, dredging

comprises demolition of existin.g cross section and deepening departmentally

structures and revetmenit, dry digging, to permit transit of 37 feet
construction of new revetment and draft vessels
dredginlg

4, Widening and Deepening in Port Said To permit transit of 37 feet In hand October 1959 Dredging by USCS dredger

Roads and Dreat Bitter Lake and draft vessels and reduce col- !'Esaromns" on charter

Suez Roads ge.stion at Port Said
extension of dredged areas and deep-
ening in Port Said Harbor, channel
and roads and deepening of anchorages
and channel in the Great Bitter Lake
and Suez Roads

5. Widening and Deepening of Other Elimination of navigational In hand September 1960 Departmentally Item includes work

Sections of the Canal hazards, incrcase in wet cross in Suez Roadstead

comprises dredging only section and deepening to per-
mit transit of 37 feet draft
vessels

6. Xeme 157 and widenina between Km. 1LI5 Increasing wet cross section august 1959 October 1960 Contract Contract awaroed
dTmn lS5. "'id wideniniz betweenand deepeing to permit transit to a BelgiLLm-

-eejesi -;d widening the Canal by of 37 feet draft ships Dutch coasortium

drag line excavator

7. I ;provements to Port Said Harbor To diminish congestion in the Jluly 1960 E of 1961 Contract Itternational bids

removal of existing islands and re- harbor so as Lo reduce wait-

placement by making areas elsewhere ing tine of vessels entering
doubling the channel in the harbor, the Canal and to improve the
removal of end of existing internal efficiency of the port of

breakwater, provision of navigational Port Said
aids and provision of deep sea quays
to berth passenger and cargo ships
loading or handling cargo at Port
Said



SUEZ CANAL PROJECT
Detailed List of Items Comprising the Project

Apl.rcximate Approxinate Method of
commencement completion execution

Item date or date date or date or pro-
No. Description of Item Purpose for which required of order of delivery curement Remarks

8. Widening of El Ferdan Bridge Sectior Increase in cross section of December 1959 December 1961 Contract Internationial bids
Demolition of existiEgbridge pier pro- Canal and reduction of navi-
tection and construction of new steel gationel hazard presented by
sheet pile protecting wall. bridge piers.

9. Widening of Canal from Km. 79 to Km. 97 Increase in wet cross section Lnd of 1960 Ehd of 1961 Contract International bids
Widening of Canal by dry digging, dermoli- of Canal
tion and construction of revetments, and
dredging.

10. Construction of Researcb Laboratory Research Lnto hydraulic prob- In hanid End of 1960 Local contract
Laboratory building with Canal experi- lems associated with Caaal,
mental tank, wave tank, materials test- materials anud soil mechanics
ing laboratory, soil mechanics labora- testing in connection with
tory, etc. at Isr ailia. constructioni progra.r

11. Miscellaneous Building Construction Early 1960 End 1961 Contract Local bids
Comprises various buildings including
a school at Ismailia for the children
of the Authority's personnel, an exten-
sion of the Authority's offices at
Ismailia, etc.

12. Miscellaneous Civil and Marine Con- (a) To meet the operational needs In haud 1961 Contract Mainly local bids
struction of the Authority. (b) To relieve
Comprises (a) berths at which the congestion at Port Said by provid-
Authority's dredgers, tugs, etc. may ing facilities for loading and un-
moor at various points along the loading lighters clear of the har-
Canal, and (b) improvements to the bor, thus dl7,inishing the delays
Port Fuad and Cherif Basins at Port to vessels awaiting entry to the
Said, including the provision of Canal.
transit sheds.

13. Construction of Road and Bridge at Improvement to a highway for which Early 1960 Early 1961 Contract Local bids
Raswa the Authority is responsible, use
Cmp-rises the construction of a 4 Km. of which is essential to the opera-
road and a swing bridge over the tion of the Canal.
Mcnsaleh Junction canal at Port Said.

14. Construction of Road and Bridge be- " "
tween Ferry Point and Port Tewfik.
C.nprises the construction of an Km.
road and a bridge between El Koubri
and Port Tewfik.

15. Floating Dock for Port Said To meet the needs of shipping Order placed October 1960 - Repair work on sh,ps using p.

25, tons lifting capacity float- transiting the Canal and in the the dock will be carried
ing dock. area generally, there being no out by private firns, not

large floating or graving dock by the Authority.
available in the eastern
Mediterraniean or Red Sea.



SUEZ CANAL PROJECT
Detailed List of Items Comprising the Project

Approximate Approximate Method of
commencement comsletion execation

Item date or date date or date or pro-
No. Description of Item Purpose for which required of order of delivery curement Remarks

16. Dipper dredger and rock breaker For removal of isolated patches Order placed July 1960
(combined) of rock encountered in new or (in Holland) Contract

maintenance dredging.

17. Launches and Barges for Dredger Ser- For use in connection with the In hand 1960 Partly by contract;
vice. 24 launches, 1 echo sounding operation of the Authority's partly in Authority's
fIach, 2 diving launches, 15 rowing dredgers workshop
boats, 10 barges, 1 house barge

lb. 3 Tugs for dredger service Attendance on Authority's bucket 1959 Contract
and cutter suction dredgers.

19. 1 Cutter suction dredger Maintenance and occasional new 1960 End of 1961 Contract Required to supplement the
dredging in Canal cuts work of the three existing

cutter suction dredgers in

carrying out maintenance in
the Canal cuts, estimated at

6,000,000 o.m. in site per year.

20. 100450 tons floating crane For use principally in connection Order placed March 1960 Contract
with repair work on Authority's craft (Germany)
at Port Fuad workshops.

21. Three 8 ton cranes To be mounted on barges for use in Order placed June 1960 Local fabrication -
handling dredger pipelines, etc. contract.

22. One 25 ton floating crane For handling service buoys in the Order placed July 1961 Contract
roadsteads. (Germnay)

23. Two 8 ton cranes To be mo-unted on barges for use in 1961 - Contract
handling dredger pipelines, etc.

24. Two 200 ton ferry boats To replace existing craft at Kantara and 1960 - Will probably be -
El Koubri built in Authority's

workshops.

25. One 500 passenger ferry boat To replaceacisting craft at Port Said. End 1959 End 1960 Will probably be
built in lathority's
workshops.

P I
x



SDEZ CANAL PROJECT
Detailed Lsat of Items Comprising the Project

Approximate Approximate Nethod of
commencement completion execution

Item date or date date or date or pro-
No. Descriotion Of Item Purpose for which required of order of delivery curement Remarks

26. Two 6400 h.p. tugs To attend on vessels in Canal, Order placed l/April 1960 Contract The Authority has only one
viz. when aground or in other 1/Dec. 1960 (Holland) modern tug of this capacity,
difficulties. the probable useful life of

which has been reduced by
its having been sumk and
salved. The additional tugs
covered by this and the follow-
ing item are considered neces-
sary to reduce the liability
of blockage of the Canal to a
minimum. They will be sta-

tioned at etrategic points in
the Canal.

27. Two pilot vessels To house pilots awaiting ships l/September 1959 and - Contract One vessel is required for
at Port Said and Suez 1/1961. - use in connection with the

pilotage service at Suez now
to be established by the
Authority as described in the
report, the other to replace
an old vessel in use at Port
Said.

28. Eight service launches For use by the Works Department In hand August 1960 Being built in
in connection with carrying out Authority's
of revetment work, etc., part in Workshops.
replacement of old craft.

29. Three navigational-aid To service navigational aids, August 1959 December 1960 Local Fabri- -
service launches handling light buoy batteries, cation contract

etc.

30. Two pilot launches For use by pilots at Suez July 1959 December 1960 Being built in Required in connection with
Authority's new Suez Bay pilotage service
workshops. referred to above.

31. Two harbor tugs For use in handling shipping in 1959 1961 Contract Will be not less than
Port Said,replacing existing old 1500 h.p.
craft.

32. Launches and service floats For use at signal stations along 1960 - -
the Canal so that transit person- 4r
nel can investigate accidents.



SNEZ CA_L PROJECT
Detailed List of Items Zom rising the Project

Approximate Approximnate MNkethod of
commencement completion execution

Item date or date date or date or pro-
No. Description of Item Purpose for which required of order of delivery ouremsent Remarks

33. Increased workshop capacity Mainly for use in Port Fuad work- Part orders placed End of 1961 Contract
(machine tools) shops, to increase workshop capac-

ity, and to provide new tools
necessary because of the acquisi-
tion of diesel and electric equip-
ment.

34. Increased capacity of land Required for transport of pilots Part orders placed. End of 1961 Local Contract
transport (cars, trucks and and other personnel io replacement
motorcycles) for old vehicles.

35. Increased capacity of naval
transport

36. Increased capacity of land cranes For use in Authority's workshops, Part orders placed, - Contract
(mobile cranes, rail cranes, partly replacing existing old or remainder by end
gantry cranes, fork lift trucks) inadequate equipmnent. 1959.

37. Earth moving and site equipment For use in connection with work of Part orders placed. - Local Contract Bull dozers and tractors are
(bull dozers, tractors, dredger Authority's cutter suction dredgers used to clear site for and
pipe lines) move dredger pipe lines.

38. Electrical equipment (motors, trans- For use mainly in Authority's work- Part orders placed. - Local Contract
formers, generating sets, etc.) shops for purposes of electrification

and replacement of existing old equip-
ment.

39. Water supply projects (cast iron For extensions and replacements of Part orders placed. - Local Corntract
pipes, meters) Authority's water sunply installations

at Port Said and Port Twefik.

40. Fire fighting equipment ( pumping To be mounted on tugs, etc. for use in tart orders placed. - Local Contract She Authority has at present
sets) the event of tanker fires. no eqiipmont for this purpose

on. floetiig craft.

41. Signal and marking equipment (buoys, For marking the proposed Canal exten- Part orders placed. - Buoys in Authority's -
lights, batteries, moorings for buoys) sions and replacing existing gas lights. workshops, remair.der

by contract.

42. Printing and tabulating machines Authority's accounting and statistical Part orders placed, - Contract
departments, etc. reusiainder later.

ICg



ES CEAL PROJECT
Detailedlst Of Items Comprising tie Project

Approximate Approximate Method of Remarks
comnencement completion execution

Item date or date date or date or pro-
No. Description of Item Purpose for which required of order of delivery cureraent

43. Metering and testing equipment For use in Authority's workahops Part orders placed,
remainder later - Local Contract Mainly electrical testing

equipment.

44. Calculating machines and typewriters For office use Part orders placed. - Contract

45. Telecomunications equipment Will assist operations by speeding Part orders placed, - Local Contract Present communication be-
(A comprehensive telecomnmications up comaunications with the transit- remainder before end tween movementBl center a3d
system including land lines and VHF ing vessels, assist dredging and 1959. pilots on transiting vessels
telephone communication between the maritime activities by improving is by the ships' W/T or by
movements' center and the pilots on comrunications with craft and sites meagaphone or visual signals
all transiting vessels, and with lessen hazards of transit in fog from signal stations only.
all the Authority's tugs, launches, arnd dust conditions and afford econ-
pilot vessels and dredgers, exten- omies respect of transmission of
sion of radar system, and tele- statistics and documentation.
pointer links between Port Said,

Ism3ilas, Suez and Cairo.)

46. Extension of Port Fuad Power station Required to meet increasing local 1/end 1959 - Contract
(2 additional generating sets about wiring from greater activity of 1/1960
800kw. each). Authority's workshops, installation

of proposed floating dock, etc.

47. Extension of Port Fuad workshops Required to meet increasing demand Before end 1960 - Contract
Compressed air and water booster arising from increasing activity of

pumps Authority's workshops, etc.

Note: (a) Ibere pruvision is shown to be by "local contract' under items 21-47, this means purchase through an overseas
manufacturer's local agent unless otherwise stated.

(b) idere provision is shown to be by 
5

contract
5

under items 21-47, bids will be invited from overseas firms or in
some cames both overseaB and local firms.



Appendix 6

Technical Basis of the Canal Improvements

1. The engineering design of the Canal Improvements is in general
based on the results of hydraulic research bDut carried before nationali-
zation by the research organization "Neyrpec" in its laboratories at
Grenoble. This research indicated that the minimiln acceptable ratio be-
tween the wet cross section of the larger transiting craft and the wet
cross section of the Canal cuts to be 1:5. -iith a lesser ratio, erosion
of the banks and consequent rmiainternance costs would be at an uneconoric
level, the steering of vessels would be adversely affected and the "squat' t

would become excessive.

2. Under the present pJroject, the Canal Authority engineers have
two principal aims:

a) To achieve a depth such that vessels having a
max:-:vTm draft at rest of 11.28 meters (37 feet)
can transit the Canal.

b) To aclhieve in the cuts a ratio wet cross section
vessel/wxet cross section Canal of not less than 1:5.

3. The present minimum depths in the Canal (July 1959) are as fol-

Canal Cuts 12.5 meters (41.0 feet), i.e., 6 feet under a 35
feet shin.

Lakes 12.30 m^ters (40.34 feet), i.e., 5.3)4 feet under
a 35 fe-t ship.

Theoretically the project planned minimum depths are:

Canl]. Cuts lL4.38 7eters (47.17 feet), i.e., 10.17 feet under
a 37 feet shio.

Lakes 13,13 r-eters (43.07 feet) i.e., 6.07 feet under
a 37 feet ship.

The clearances of 10.17 feet and 6.07 feet are arrived at
as follows:

Canal. Cuts Lakes
Feet Feet

Allowance for "steerage way" 2,95 2.95
"t " s q uat" t 2.30 1,64
" silting(average) 4.92 1.48

Total 10.17 6.07
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The allowance for "steerage way" is the rminimum clearance beneath the
ship necessary for the ship to bs able satisfactorily to answer the
helm. The allowance for silting in the cuts is varied somewhat to allow
for the difference in siltation rate experienced in certain localities.

4. In order to achieve the wet cross sectional ratio of 1:5
in the cuts, a cross sectional area of 1,800 sq. meters, including the
allowance for silting is aimed at, although this will not always be at-
tained in the present project. Assuming a ship drawing 37 feet and with a
beam of 100 feet, e.g. a laden tanker of about 46,000 tons d.w. coming fron
the Persian Gulf, this represents a ratio of 1:5.5. 'he desired cross
section is obtained either by widening or by deepening beyond the minimum
depth required for transit, or by a combination of widening and deepeninp,
as may be found most economical by a stud1y of the exact site conditions.
Because of this procedure, arnd because of the variation in siltation al-
lowance referred to above, actual project dredging depths vary as follovis:

Canal Cuts 14.5 m. (47.56 feet) to 16.0 meters
(52.46 feet).

Lakes 13.0 ti. (42.64 feet) to 13.5 meters
(4h.28 feet).



An-mendix 7

Estimate of Cost of the Project
(Ti eqira lent )

Foreign Local
Exchan2-e Currencv Total

I. Canal improvement progran includ-
imcl r.ideuin- and dee;pe-nin,g, and
iriprove ients to Port :iaid n'arbor

1. Kidening and deeneninE. of vari..ous
sections o- the Canal 4,939,000 4,044,000 9,033,000

2. i1odifications of curves in E1
Guisr Region 82,000 976,000 1,058,000

3. I.lidenin, of section at el Kantara 67,000 732,390 799,390
4. Deepering of Port Oaid roads,GZreat

Bitter Lakes and Suez Roads 750,000 259,000 1,009,000

5. `Iideningj ard deepenin,r other sec-
tions of the Canal 518,000 840,000 1,358,000

6. Depenin,- canal from Kn. 132 to
Kr'. 157c5 470,000 756,0o0 1,226,000

7. Irrmrovei,cents to Port Said iarxbor 1,125,000 2,071,000 3,196,000
8. llideninL, of El Ferd,-n bridge

section 645,000 547,000 1,192,0c0
9. Widenin0 of canal from K.Ei 79

to Km. 97 1,164,000 1,287,000 2,351,000

9,810,000 11,412,390 21,222,390
II. Provision of buildings and mis-

cellareous fPacilities

10. Installation of research
laboratory 232,250 178,000 410,250

11. Miscellaneous -buildings 20,000 943,000 963,000
12. 1Pliscellaneous enriiieering and

marine construction 150,000 943,000 1,093,000
13. Corstruction of road and brid-e

at RPa4A _ 189,630 189,630
14. Construcction of road and bridge

at Port Tewfik - 184,000 184,000

402,250 2,437,630 2,839,880
III. Purchase of construction, operat-

inp anid maittenance eouirmlent

15. Floating dock for Port Said 1,355,000 252,000 1,607,000
16. Dinner dredge and rock breaker 266,241 - 266,241
17. Launches and barges for dred,,er

service 156,804 35-,co0 514,804

c.f. 1,778,045 610,000 2,388,045
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Foreign 7ocal

Exchange Currercy Total

b.f. 1,778,045 610,ooo 2,388,045
18. Three tugs for dredger service 120,000 - 120,000
19. One cutter suction dredger 1,200,000 - 1,200,000
20. Floating crane, 100/150 ton 391,670 - 391,670
21. Three 8-ton floating cranes 96,594 130,000 226,594
22. One 25-ton floatina crane 118,466 - 118,466
23. Two 8-ton cranes 120,000 - 120,000
24. Two 200-ton ferry boats 100,000 78,000 178,000
25. One 500-passenger ferry boat 100,000 196,895 296,895
26. Two 6400-horsepowoer canal tugs 1,355,233 190,000 1,545,233
27. QTo pilot vessels 600,000 - 600,000
28. Eight service vessels 60,000 78,000 138,000
29. Three service vessels for naviga-

tional aids 36,750 50,000 86,750
30. nTwo pilot launches for Suez Roads 150,COO_ 150,000
31. Two harbor tugs 400,000 - 400,000
32. Launches and service floats 125,000 316,000 441,000
33. Increased workshop ca:pacity (machine

tools) 184,653 57,000 241,653
34. Increased capacity of naval transport 159,270 222,000 381,270
35. Increased capacity of land cranes 176,845 51,00o 227,845
36. Earth moving and site equipment 345,839 198,000 543,839
37. E ectrical equinment 148,377 58,000 206,377
38. Water sutoply projects 87,960 330,000 417,980
39. Fire fiJhting equipment 35,218 66,ooo 101,218
40. Signal and rvarking equipment 142,150 130,000 272,150
41. PrMntin;- and accountancy equipment 53,446 146,000 199,446
4;2. lietering and testing equipment 4,230 53,000 57,230
43. Calculating and typing machines 23,030 33,000 56,030
44. Telecormaunications equipment 409,478 1,000 410,478
45. Extension of Port Fuad power s-tation 120,000 55,000 175AGG
46. Extension of Port Fuad compressed air

plant 30,000 16,000 46.000

8,672,274 3,064,895 11,737,169
Contingencies 804,657 1,002,260 1,806,917
Total cost of the Project

(I, II, III and IV) 19,689,181 17,917,175 37,606,356

Equivalent in US Dollars approxi- 56,500,000 51,422,000 107,922,000
mately
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Statement S.u:cin 3 stimated Cost of the Ship-
b,jildin7 U.d and tie 1962/63 Phase of tihe

Over-all 2'i-,e-lear -'rogram

Foreign Local fotal
- - 0E 00 - _ - - -

1. Shinbuildinrh Yard 778.3 1,470.6 2,248.9

2. Canal Im-orovements 1962/63 in-
cluding widenirg and extending
b-o-asses at Ballah, Great Bit-
ter Lake and Labret; extending
of double canal at Port Said and
other inprovements at Port Said
-arbor 7,66L0o 9,722.9 17,383.9

3. Buildin-s and I.iscel'aneous
facilities 1O4.0 1,105.1 1,209.1

4. Onerating and ;Jaintenance
equip,ment 6,07C.5 3,166.5 9,237.0

5. ContiJrencies 1,036.8 - 1,036.8

Total 15,650.6 15, 465.1 31,115.7



Appendix 9

Statement sho-ring incomne accounts 1956/57,
1957/58 and 1958/59

1,956/57 1957/5B 1958/59

Operatirn- Revenues
Transit tolls 13,792 40,069 44,364
Miscellaneous operating revenues 411 806 842
Revenues relating to previous years 17 123 98
Common estate: land rentals Li 54

Total Operating hevenues 1lh,261 41,053 45,303

Operating Expenses
Administrative and General exnenses 775 1,226 1,233
Caral and Port Said workin. expenses 1,455 2,105 1,899
Canal and Port Said mairtenance 886 769 676
iaintenance of equipment 681 1,206 1,555
Public service activities 1,119 1,462 1,210
Directors and experts remuneration 2 30 31
Civil defense exoenses 9
Bad debts 2 2
Co)mmon estate: land rerntEl expense 85 84 -
E_xenses rel&tirg to provious years 115 134 238
Depreciation 1,732 2,8o8 3,200
Incorne taxes 1,750 5,00o 4,500
Government royalt7 (5 of gross revenues) 713 2,053 2,265
Pension exoenses - 2,000 2,075

Total Operating Expenses 9,322 18,879 18,884

Net Lievenue from Operations 4,939 22,174 26,419

i'fscellaneous Deductions from Incom-ne
Losses and damages: 1956 crlsis 2,547 14 -
Su.spense Account - 3alance Sheet 6/30/58 - - 4,084

Total Incom-e after Depreciation 2,392 22,160 22,335

Disposition of total income
Reserve for renewals 2,000 3,000 2,736
Government share of profits 4,000 14,000 15,000
Unappropriated income or deficit ( 3,608) 5,160 4,599

Totals do not always equal slam of factors because of rounding.
( ) represents red figure.
* Amounts of less than WE 500 not shown.



UNITED AHAB REPUBLIC
Suez Canal Authority APPENDIX 10

BALANCE SHEET - June 30th 1959

ASSETS LIABILITIES

Current Assets _ M/ms LE M/MS Current Liabilities
Cash & Investments LE m/ms LL alms
Banks & Safes 1,352,601 905 Creditors & Credit accounts
Investments _494,000 - under settlement 20,563,408 231

Debtors & Debit Accounts 21,846,601 905 Reserves & Provisions
under settlement 3,631,407 528 Provision for income tax 5,300,000 -

Stores 73964 851 Provision depreciation
Stores 7,349,9614 851and renewals 15,476,383 - 20,776,383 -

Fixed Assets (under estimation) Net Revenues
Canal ) Net Profits 4,598,675 784
Land of Concession ) Profits reported from
Land & Builiings ) 1 _ previous years 1,552,271 966 6,150,947 750
Equipment )

Capital (under estimation) 1 -Improvement Works
Canal 8,434,344 577
Land and Buildings 98,535 679
Equipment

Heavy Equipmen t 411,601 579
Floating Equipment 3,236,614 549
Lightning & Mooring
Buoys & Beacons etc. 153,788 978
Small Tools 13,095 891
Furniture 63,764 668
Counting & Typing mach.
Precision Instruments 44,935 822
Water Plants: Port Said
Ismailia-Suez 117,200 087 4,041,001 574

Buildings in Progress 1,736,257 961
Equipment in Progress 352,624 906 

47,490,739 981 47,490,739 81



Appendix 21

Statement shoiwing Estimate Income Accounts
1959/60 to 1962/63, Inclusive

;O OC)

1959/60 1960/61 1961/62 1962/63

Total 0peratin5 11evenues 46,250 49,625 53,000 56,250

Operating Zxpenses
Adniristrative w,Torking naintenance

and public service activities 8,500 9,125 9,875 10,625
Directors and experts remuneration 55 60 65 65
Bad debts 1 1 1 1
,n~censes relating to p-revious years 200 200 150 150
Denreciation 3,700 4,200 4,700 5,00o
Income taxes 5,250 5,550 5,750 6,000
Government royalty, 5% of gross

revenues 2,313 2,481 2,650 2,812
Pension expense 2,000 2,000 1,500 1,500

Total Operating Exoenses 22,,019 23,567 24,691 26,153

lNet Revenues from Operations 24,231 26,058 28,309 30,097

uiscellaneous Deductions from Income - - - -

Total I'corie after Depreciation 24,231 26,058 28,309 305,097

Provision for Renewals 2,500 2,500 2,000 2,000

Income after Reservesand Provisions 21,731 23,558 26,309 28,097



Appendix 12

Statement showing Income Accounts, Estimated
for 1951/60 to 1964/65 based on Assuiuption of
Ho Increase in Traffic after 1959/60

1959/60 1960/61 1961/62 1962/63 1963/64 1964/65

Operating Revenves 46,250 46,250 46,250 46,250 46,250 46,250

Onerating_ Mzoenses
AdThiinistrative,work-
ing,rmaintenance and
public service ac-
tivities 8,500 8,670 8,843 9,020 9,200 9,384

Directors and experts
remuneration 55 60 65 65 65 65
Bad debts 1 1 1 1 1 1
Expe^?ses relating to
previous years 200 200 200 200 200 200
Depreciation 3,700 4,200 4,700 5,000 5,100 5,200
Income taxes 5,250 5,135 5,022 4,943 4,896 4,849
Govorninent royalty, 5%
of gross revenues 2,313 2,313 2,313 2,313 2,313 2,313
Pension e:soenses 2,000 2,000 2,000 1,500 1,500 1,500

Total Operating
EXoenses 22,019 22,579 23,114 23,042 23,275 23,512

HTet Revenue from Oper-
ations 214,231 23,671 23,106 23,208 22,975 22,738

i'iscellaneous De-
ductions _ _ _ _ _ _

Total Incorie after
De-preciation 24,231 23,671 23,106 23,208 22,975 22,738

Reserve for renewals 2,500 2,500 2,000 2,000 2,000 2,000

Income after reserve for
renewals 21,731 21,171 21,106 21,2o8 20,975 20,738

Note: Administrative, working, maintenance and pub'lic service activity ex-
penses are ircreased by 2%, per year to reflect probable rises in prices
of materials and supplies and in-grace salarY increases; income taxes
are estimated at 16.67,,' of net revenue from operations before taxes
which is the relation estimated for 1959/60 by the canal Authority; and
all other expenses and provisions are those showm the Authority's esti-
mates to 1962/63 extended to 19614/65. An. exception is depreciation ex-
pense Lor 1963/64 - 1964/65 which is increased noderately in the latter
two years.
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CURRENCY EQUIVALENTS

1 Egyptian Pound (LE) = 2. 30 US dollars
1 US dollar = LE 0.435

LE 1 = 100 piasters = 1000 milliemes

Prior to May 7, 1962, the rate was LE 1 = $2. 87

WEIGHTS AND MEASURES

1 square kilometer = 0. 386 square miles
1 feddan = 1. 038 acres
1 square kilometer = 238 feddans

The metric system is used in the United Arab Republic, and
all tonnages are expressed in metric tons unless otherwise specified.

FISCAL YEAR

The Government's fiscal year ends on June 30.

i
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BASIC DATW

Area 238 million Leddans = 1 million sq. km--.

Pnpulation: Total 30.9 million
Rate of growth 2.8% p.a.
Density in inhabited

area 850 per sq. kI.

Gross national product 1964/65 1959/60-196h/65

Total LE 2,o4h million
Annual rate of growth 5.5% 6.5%
Per capita $152

Share of values added in 1964/65

Agriculture 27.1
Industry and mining 21.9
Electricity 1.3
Construction 5.3
Transport and communication 8.9

Share of GDP at market prices 1964/65 1959/60-196h/65

Gross investment 17.8 16.6
Gross savings 14.1 12.7
Balance of payments current

account deficit 3.7 3.9
Investment income payments 0.7 0.5
Government current revenue 25.1 22.6

of which taxation revenue 15.4 13.3

Resource gap as % of investment 20.8 2h.

Annual rate of increase
Money and credit End of June 1966 1?6o-65

Total money supply 667.7 9.1
Time and savings deposits 265.4 13.8
Total credit to public and

private sectors 1,152.h 13.7

of which:

Commercial bank credit to
private sector 235.2 3.3

Other lending to private
sector 124.b4 15.o

Rate of change in cost of
living (1965) 11.9% 3.7
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Annial rate of increase
Public sector operations 1964/65 1960/61-1961!,65

(LE million) (r)

Government current receipts 509.6 13.3
Government current expenditure 518.3 13.7
Surplus/deficit -8.7
Total public investment (including
public enterprises) 29h.2 3.1

of which government investment 47.4 17.8

External public debt

Including undisbursed (June 1966) 1/ $1,662 million
Excluding undisbursed (June 1966) 1/ $ 993 million
Total annual debt service (1967) $ 168 million
Debt service ratio 2/ 18%

Annual rate of increase
Balance of payments 1964/65 196o/61-1964/65

($ million) ($1)

Total exports 563.0 0.3
Total imports -906.2 4-2
Net invisibles 1h3.1 5.0
Current account balance -200.1 22.4

Foreign exchange reserves June 1966 Average, 1961-65
($ million) ( million)

Gold 139 160
Foreign exchange 53 51

Total 192 (or 2.5 months' 211
imports)

Payments' agreements (net) -301 -225

I1F position June 1966 Average, 1961-65
($ million) million)

Quota 150 102
Drawings 117 109

Average
* .External financial assistance 196h/65 1960/61-1964/65

($ million) ( million)
Total (gross) 371.4 261.7
Soft assistance 117D3 120.7
Hard assistance 257.1 141.0

1, Including major reported addition to January 31, 1966; excluding IMF.
2/ Debt service in 1967 as % of foreign exchange earnings in 1965.



S.1JHMARY AND CONCLUSI"ONS

1. The development problem in the U.A.R. is dominated by the pressure of
a population growing at about 2.8% per year. The total population is esti-
mated at 31 million almost all of which is concentrated in the valley and
the delta of the Nile where irrigated agriculture is possible. The population
density in this restricted area is around 1,200 per square mile which is one
of the highest in the world. To provide income and employment for the grow-
ing population the U.A.R. Government has programs for bringing new land under
cultivation to use the water available from the High Dam, for improving the
productivity of the land already cultivated and for the development of in-
dustry. In addition to agriculture and industry the U.ACR. has three other
significant economic assets; namely, the Suez Canal, the tourist trade and
petroleum. The Canal is a most important source of hard currency earnings;
tie tourist trade, while less important as a source of income than the Lanal,
is growing rapidly and may have greater potential in the long-run. Petroleum
production is also small, at least by Middle Eastern standards, but a great
deal of exploration is going on; Egypt is at present a net importer of petro-
leum products but hopes to reverse the position in the next five years.

2. In the first half of this century income per head in Egypt probably
fell, perhaps by as much as 20/.fl After the war the position improved and
income per head began to rise slowly despite the rapid increase in population
Tshich began at this time. From the revolution of 1952 until 1960 the national
product grew probably at between 3.5% and 4.0% per year. In 1960 a compre-
hensive development plan was introduced, investment was increased and the
growth rate increased to perhaps 6.5% per year. The accleration was, how-
_ver, accompanied by a sharp increase in the balance of payments deficit
since the rise in investment was not matched by a corresponding rise in
do3mestic savings. The consequence was a rapid increase in external debt,
Loth long-term debt incurred in connection with development projects and
short-term debt accumulated in an effort to bridge the balance of payments
gap since foreign exchange reserves were virtually exhausted. Import restric-
tions and exchange control measures were tightened and consequently an acuite
shortage of foreign exchange appeared.

In the middle of 1965 it was announced that the new development plan
envisaged a total investment of LE 3.2 billion over seven years. The decision
to make the plan cover seven years instead of five is in effect a reduction
from the levels which were under discussion earlier in the year.V/ The really
iniportant issue, however, is how the plan is to be financed. If the balance
'f payments position is to be held under control internal savings will have to
be relatively larger than they have been in the last five years. According to
the new plan only 15g of total investment is to be financed by imported resources
as against 27.5% during the previous plan period. How much of an increase in
the proportion of income saved will be required depends upon the rate of growth
which is actually achieved. Assuming however that the capital output ratio is
approximately the same as it appears to have been during the first plan the
rate of growth of output would be around 7.2% per year and the proportion of the

li It is now reported that a three-year program is being prepared. This will
presumably take into account the short-term difficulties which the economv
has encountered during the last several months.
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additional output saved would have to be 21% to 22% as against an average of
19% during the last five years. This does not appear an unreasonably large
increase and in view of the degree of control which the Government can exer-
cise over the economy and the level of consumption, there should be no eco-
nomic reason why it could not be reached. The main reason why savings did
not rise sufficiently during the last five years was the pressure of increas-
ing government consumption on social services and defense.

4. The growth rate which will be achieved will depend on the progress
made in agriculture and industry. During the last plan agricultural output
rose at about 3.5% per year which was larger than the growth of population
but the margin between them was not large enough to satisfy the increase
in demand for food and to provide sufficient additional exports. However,
in many periods in the past, for example between the mid-thirties and 1960,
the population growth was substantially greater than the increase in agri-
cultural output. Broadly speaking agricultural output can be increased in
two ways: "horizontal" expansion, that is, bringing new land under cultiva-
tion, and "vertical" expansion, or increasing the productivity of land
already cultivated. Horizontal expansion requires water which may come
either from the more efficient use of existing water or from new sources
such as the High Dam. Construction of the High Dam has gone well and is
ahead of schedule and the prospect of additional water has meant a con-
siderable emphasis on horizontal expansion both in the last plan and in the
new one. Horizontal expansion also has the advantage of providing new
employment opportunities for the agricultural population which in a country
such as Egypt is a matter of urgency. On the other hand it is expensive and
yields its results only after a considerable time lag. A large part of the
investment in agriculture during the first plan, for example, that on the
High Dam itself, has not yet produced any increase in output at all. (The
High Dam did, however, prevent a reduction in output which would otherwise
have occurred as a result of a low flood in 1965). Vertical expansion, on
the other hand, yields much more output per unit of capital but its progress
is determined less by the availability of finance but by the rate at which
social and organizational obstacles, such as the resistance of the peasant
to the Governmentts attempts to change and improve methods of cultivation,
can be overcome,

5. - The emphasis placed by the Government on industrialization in an
over-populated country such as Egypt is understandable. Egypt already has
a sizeable industrial sector and industry now accounts for 22% of the gross
national product. Since the end of the war industrial production has in-
creased on the average at about 5% per year but with the industrialization
drive associated with the last Five-year Plan it rose to 8.9%. Industries
based on the processing of local raw materials such as cotton and food
products are still predominant in Egypt. A steel plant using local ore
has, however, encountered difficulties apparently largely due to the low
quality of the ore. The Government has also put a lot of stress on the
development of import saving industries; some of these, particularly the
engineering and metal products industries, have not been able to operate
as economically as had been hoped - their demand for imported materials and



- iii -

ccmponents is high and because of the shortage of foreign exchange they
are forced to operate below capacity. These industries are still, however,
quite a small proportion of the whole industrial sector.

6. An important long-run problem for Egyptian industry concerns the
degree and method of control by the Government over economic enterprises.
In 1961 all the major enterprises, both Egyptian and foreign, were nation-
alized and since then the Government has been trying to devise a satis-
factory solution to the problem of operating Government-owned industrial
enterprises and of planning investment in industry. Since this is a prob-
lem of the utmost difficulty, a satisfactory solution has not yet been
found. The problem of which decisions and how many decisions are to be
taken at the center and which by the enterprise is closely linked to the
whole problem of price and wage control and the use of prices versus
administered targets as methods of controlling or influencing enterprises.
The effect of price control has been to pull the control of enterprises
into the Government ministries and thus to reduce their freedom of action.
The Government is now attempting to deal with the erosion of incentives
which this has produced. This issue runs very deep since in the end it
concerns the kind of economy and society in which the people wish to live.

7, Little need be said of other sectors in this summary. In electric
power the picture is dominated by the High Dam, the first two units of
which will come into use at the end of 1967. This, together with thermal
capacity already under construction will take care of Egypt1s needs for
some time so that no important investment decisions have to be taken in
the near future. Egypt has a good transport network of railways, roads
and waterways but the expansion of the system in the last few years has
been insufficient and transport has become a bottleneck. There is a good
railway system which is economic and well run but more could be done to
obtain the most benefit from the waterways.

Conclusion

8. The U.A.R. is facing an immediate balance of payments problem which
is made difficult to handle because of a considerable amount of short-term
debt. The short-term debt is composed of repurchase obligations to the INF
amounting to $121 million, commercial bank debts amounting to $250 million
which are usually rolled over every year but which have now become so large
that this is becoming difficult, and some commercial arrears, the amount of
which is not certain. This short-term problem requires for its solution
a sharp temporary improvement in the balance of payments so as to reduce
short-term debt and restore reserves. This could be supplemented by some
form of refinancing. However, it is not easy in present circumstances to
see how any major refinancing operation could be organized.

9. In the longer run the U.A.R.?s problem is to finance its future
growth with less reliance on foreign capital so that its balance of pay-
ments is kept under control and the volume of external debt maintained
within manageable limits. At present the U.A.R.ts long-term external
debt is $1.7 billion equivalent of which $993 million is now disbursed
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and outstanding. Debt service, excluding service on military credits, is now
about 18% of foreign exchange earnings. If the new investment plan is to be
financed using foreign resources for only 15% of the total required, the gross
borrowing over the next four years would have to be about $1.2 billion - $676
million for the new plan plus $555 million amortization. The effect of such
borrowing on the debt service will depend on the terms of the new borrowing and
on the rate at which the U.A.R. can increase its foreign exchange earnings.
Export earnings in the past have fluctuated considerably but with only a modest
upward trend of perhaps 3% per year. There seems, however, no reason why this
should not be raised to between 6%, and 7%. per year. Egypt produces many com-
modities which can find markets abroad; the important point is that internal
consumption should not rise so fast that potential exportable surpluses are
instead consumed at home. Assuming, however, a 6% to 7% increase in exports,
gross borrowing on the scale mentioned above would be possible without any
increase in the debt service ratio provided all the new borrowing could be
in the form of conventional long-term loans (i.e., loans with debt service
equal to 10% of the principal amount). This would represent a considerable
improvement in the structure of the external debt since at present the annual
debt service is 16.7% of the principal amount. If there were no improvement
in debt structure the debt service ratio would rise to 20.6%.

10. In sum, therefore, the long-run problem of debt management in the
U.A.R. is amenable to a solution compatible with a satisfactory rate of
growth. The debt is, however, already quite sizeable and it is important
that further borrowing be kept in line with the growth of the countryts
debt servicing capacity. This requires some change in the direction of
Government policy. Last December the Government introduced a number of
measures which indicate that such a change may be under way. The measures
became necessary in order to restore some balance to the Government budget
and they included significant increases in taxes and in the prices of many
important consumer goods.



THE ECONOMY OF T'HE UNITEID ARAB REPUBLIC

I. THE ECONOMIC SETTING

1. The United Arab Republic presents a number of economiic problexns
similar to those of many less developed countries. A rapidly expanding
population exerts increasing pressure on the available agricultural land.
The low standard of living in the rural areas generates a steady drift of
people into the towns in search of employment and a better life. The
Government is fostering industrial development to provide employment for
the growing labor force and to reduce the dependence of the econoray on
cotton exports for which the world demand increases only slowly. In this
attempt the Government is also encountering familiar obstacles. The require-
ments for foreign exchange exceed the amount available and service on ex-
ternal indebtedness takes an increasing share of export earnings.

A. The Nile and Agriculture

2. The economy of the U.A.R., does, however, have certain distinctive
characteristics. The virtual absence of rainfall and hence the dependence
of Egyptian agriculture on the waters of the Nile is well known. To make
the best use of Nile water has been a foremost obJective of the Egyptians
from the earliest times. The traditional system of irrigation made use of
the annual Nile flood between July and December which enabled crops to be
grown each year on the moist soil left by the receding water. Beginning in
the first half of the nineteenth century a number of barrages, canals and
other works have been constructed which store some of the flood water and
enable year round irrigation to be practiced. This so-called "perennial'
irrigation greatly increases the productivity of the land by enabling two or
three crops a year to be grown.

3. The construction of the new High Dam at Aswan, with its reservoir
reaching some 300 miles up the Nile into the Sudan, will enable the whole
of the Nile flood to be stored and used when it is needed during the follow-
ing year or years. For the first time there will be "over-year storage" on
the Nile. The danger of high floods and of abnormally low ones will be
finally removed and the wastage of flood water into the Miediterranean will
cease. It is estimated that, through bringing new land into cultivation
and further conversion to perennial irrigation, the High Dam will permit a
25% increase in the cropped area. Since the rate of increase of the popu-
lation is about 2.8%, this can be regarded as offsetting some eight to ten
years of population growth.

* 4. The principal limit on the cultivable area of Egypt is the avail-
ability of water. After the High Dam is completed there will still be some
scope for increasing the amount of Nile water as, for example, by con-
structing a canal through the Sudan swamps to prevent losses by evaporation.
Then there is some possibility of utilizing underground water in the desert.
The Government already has some schemes of this nature but it is not yet
clear how much can be done in this way. Apart from these resources, the
future growth of agricultural production in Egypt will have to depend on



improved productivity on the existing cultivated area and the development of
higher value crops, at least until the cost of distilling sea water has been
sufficiently reduced to enable the Egyptiarns finally to break out of their
narrow river valley.

5. Agriculture in Egypt differs from that in many underdeveloped
countries in that there is no sector of subsistence farming. The intro-
duction of cotton cultivation in 1821 and its rapid growth thereafter turned
Egypt into an export economy with the peasant producing for the world
market. At the beginning of this century cotton exports amounted to LE 13
million and represented 80% of Egypt's total merchandise exports; in 1953-5>
cotton still represented 78% of total exports. The economic fate of Egypt
has therefore been bound closely to cotton and it is only very recently tat
any reduction of this dependency has begun to appear. The other principal
Egyptian crops are cereals - wheat, rice, millets and barley - the value of
these crops taken together in a normal year being roughly equal to thlat of
cotton. The output of cereals is, however, no longer sufficient to meet
the needs of Egypt's growing population - wheat began to be imported in the
mid-fifties and now only 47% of the wheat consumed is produced domestically.
The returns from growing cotton are larger than those from wheat and it is
therefore economic to export cotton in exchange for it. Even higher returns
can be obtained from the production of fruit and vegetables, the production
of which has been expanding rapidly although it is still only about 10% of
total agricultural production. The economic opportunities for Egypt in the
export of fruit and winter vegetables are great but so are the difficulties
to be overcome; large capital investment, greater technical kmowledge on the
part of the farmer, the development of grading, packing and refrigeration
facilities and, of primary importance, the development of the necessary
organization and know-how for the marketing of these products under highly
competitive conditions. All in all, therefore, it will be some time before
Egypt can earn any substantial amounts of foreign exchange from these
products.

B. Mineral Resources

6. Egypt's most important mineral resource is oil. The annual output
of crude oil rose from 2.3 million tons in 1953 to 6.3 million tons in 1965.
The economy is still, however, a net importer of oil products although it
is hoped that this position will be reversed before very long. The net
deficit in foreign exchange on account of the petroleum industry was reduced
from $45 million equivalent in 1959/60 to $17 million in 1964/65. The
exploration and development of Egypt's oil potential since the war has been
slower than it might have been because of changes in the Govermnent's
attitude to foreign oil companies. In 1963, however, new concessions opened
the way for extensive exploration work. EUI, the Italian oil concern which
already has producing interests in Egypt, obtained prospecting rights in
the Nile Delta and two United States companies obtained large concession
areas in the western desert. One also obtained some offshore exploration
rights in the Gulf of Suez where a new strike was made in 1965 which is
expected to produce six million tons a year by 1968. In addition, the
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electric power soon to become available from the High Dam will reduce the
requirements of imported fuel so that Egypt should become more than self-
sufficient in fuel and energy.

7. Low grade iron ore is mined near Aswan to supply a steel plant at
Helwan near Cairo. A higher grade of ore has been found at Bakariya in the
western desert 300 km from Helwan. Reserves have been estimated at 300 -
500 million tons and there is a project for expanding the steel mill and
building a railway to the new deposit. Rock phosphates are worked in the
upper Nile valley and near the Red Sea coast. Manganese is produced on a
small scale in Sinai and the country's first coal mine was opened in 1964
in the same area. There are ample supplies of building materials such as
clay and limestone.

C. The Suez Canal

8. The Suez Canal is one of Egypt's most important assets and the
Egypti4ans have rightly accorded a high priority to its improvement and
efficient operation. Canal revenues have increased 110%0 since 1956 and now
amount to $190 million a year. This is equivalent to 21% of total foreign
exchange earnings.

D. Tourism

9. Egypt's excellent winter climate and its unique historical interest
have long made it an attraction for foreign visitors. In the last ten years
Egypt has benefited from the rising "demand" for tourist services and the
number of visitors has shown a strong'y upward trend. There is great poten-
tial for the tourist trade and the Government is making a considerable
effort to take advantage of it.

E. Population

10. During the first half of this century the growth of Egypt'S popu-
lation was steady but not very rapid. In 1907 it was 11.3 million and the
rate of growth was 1.5% per annum. In 1937 it was 18 million and the rate
of growth was a little less than 1.2%. After the war, however, the growth
rate increased rapidly, owing to declining death rates resulting from im-
proved sanitary and health conditions, and is now estimated to be 2.8% per
annum and the present population about 31 million.

11. The Government's attitude towards population growth remained
rather passive until 1962, when the first steps were taken to study the prob-
lem and to work out a family planning program. Such a program was offi-
cially launched last February, with the establishment of a new organization
for family planning within the Office of the Prime Minister. The program
appears to have a sound basis. The Government is relying primarily on more
than 2,000 rural health clinics, which have been operating successfully for
some time and have earned the confidence of the populat4ion. A campaign has
been launched to inform the public about the need and merits of family
planning and the program has the approval of the Moslem leadership. It
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will, of course, require several years before the effects can be assessed,
especially considering that over 60% of the population still 'Live in the
villages, where birthrates are highest and attitudes towards family plan-
ning are apt to be most conservative.

12. The age structure of the Egyptian population reflects the recent
increase in the rate of population growth in that the proportion of those
under 15 years old increased from 38% in 1947 to 43% in 1960. The impact
of these larger age groups on the labor force has begun to be felt in the
last five years and will increase in the future.

II. ECONOMIC GROWTH

A. Historical Background

13. Although the statistics are fragmentary, the evidence is that the
growth of domestic production from 1913 to 1939 was no greater than the
rise in population, that is, about 1 or 1-1/2% per year. Since there was
an adverse change in the terms of trade over this period, there was a cor-
responding decline in income per head. During World War II, income per
head declined further and, according to one recent estimate, in 1945 it may
have been some 20% lower than at the beginning of this century. The record
would have been somewhat worse than it was, had it not been for the begin-
nings of industrialization during the depression of the thirties which
occurred as a result of the relative unprofitability of cotton and a new
policy by the Government of protection for local industry.

14. After the war, production began to rise more rapidly but the simul-
taneous increase in population growth absorbed almost all the increased out-
put until after 1956 when the Goverrment?s drive for economic development
began to take effect. Since 1956 output has risen at about 5 or 6% per
year and, since there do not appear to have been great changes in the terms
of trade, national income has probably risen at much the same rate. This
acceleration in the rate of growth reflects a rise in the proportion of re-
sources directed to investment. 'Whereas before the war investment was only
about 7 or 8% of G.N.P. from 1946 to 1956 it averaged about 12.5/% and since
1956 it has risen gradually to about 17 or 18%.

15. Another significant feature of the postwar period has been a rise
in public consumption owing principally to increased expenditure on social
services, particularly education, and defense. The higher level of public
consumption and the higher rate of investment have been met partly by a
fall in the share of private consumption in G.N.P. and partly by imported re-
sources, that is, by a deficit in the balance of payments. Egypt has incurred
balance of payments deficits more or less continuously since the end of World
War II, which have been financed first by the use of reserves and then by
foreign borrowing. Owing to the presence of Allied troops during the war a
very substantial amount of sterling was accumulated, amounting at the end of
1945 to LE 379 million, or the equivalent of more than three years imports.



These reserves were not, of course, freely usable; they were released gradu-
ally in accordance with agreements between the U.K. and the U.A.R. By 1962,
however, Egypt's foreign exchange reserves had been virtually exhausted and
the deficit since then has been met by borrowing and by aid from the U.S.
in the form of surplus commodities. The relative size of the deficit has
increased sharply in the last few years. It averaged 2.3% of GNIP in most
of the 1950's, reached 4.3% of GNP in the early 1960's and 5.6, in the three
years since 1962/63. The deficit for 1963/64 was, however, somewhat less
than that for the previous years. Nevertheless there is at present an acute
shortage of foreign exchange in Egypt and a double problem of achieving an
immediate short-term improvement in the balance of payments and of ensuring
a longer term increase in foreign exchange earnings. These matters are dis-
cussed in more detail later in the report.

16. More or less continuous balance of payments deficits together with
a shortage of foreign exchange are usually indications of inflation. TIhe
rise in prices in the U.A.R. since the end of the war has, however, been
quite moderate until 1964. Wholesale prices rose by only about 25% between
1945 and 1963. The relative stability of prices was due partly to direct
price controls and subsidies on important commodities and partly to the rapid
increase in the labor supply which has prevented any serious upward pressure
on wages. In 1964 and 1965 the increase became more rapid and amounted to
another 15% for the two years combined. Moreover, there are definite signs
of suppressed inflation at the present time in the form of shortages of goods
and black markets.

B. Institutional Background

17. This brief outline of economic growth and the more detailed
analysis which follows have to be seen against a background of the profound
institutional changes in Egypt which have occurred since 1952 and which
have transformed the economy from one characterized by monopolistic private
enterprise and an extremely uneaual distribution of land and income into a
government owned and centrally controlled system. When the Free Officers move-
ment took over from the previous politically bankrupt regime in 1952 its
immediate economic concerns were to deal with the nroblems left in the wake of
the Korean boom and to institute a program of land reform. Its policies for
economic development were of a traditional kind; public investment was in-
creased, a development budget was introduced, the tariff structure was reformed
and tax incentives for investment were introduced. The laws regarding foreign
investment were liberalized. The Government also set about the task of
obtaining finance for the High Dam.

18. The year 1956 was really more of a turning point in Egyptian
affairs than was 1952. The Suez war provided the element of dramatic
triumph in which the military coup of 1952 was somewhat lacking. The autho-
rity of the new regime was consolidated and the influence of the consider-
able foreign community in the economic life of Egypt was largely eliminated.
With the sequestration of British and French property the Government fournd
itself in control of the main part of the banking and insurance system and
some business enterprises. A marked change in development policies began
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to occur. A Five-year Industrialization Plan was adopted in 1957 and in
1960 the Government prepared a comprehensive Five-year Plan with the objec-
tive of achieving a rate of growth sufficient to double the national income
in ten years. Investment was stepped up and the budget deficit grew.

19. In 1961, one year after the start of the first Five-year Develop-
ment Plan, the Government passed a number of laws which nationalized the
bulk of industrial, commercial and financial enterprises, both Egyptian and
foreign. These measures represented the culmination of a process under
which the Government gradually acquired direct control over the economy
which had begun with the sequestrations of foreign properties. It had
continued in 1960 with the nationalization of the Bank Misr, a banking con-
cern with substantial holdings in the Egyptian textile industry. The large-
scale nationalizations of the following year were motivated mainly by the
Government's growing conviction that control over investment and the finan-
cial resources of the industrial sector were essential conditions for a
policy of rapid industrialization.

20. After nationalization the enterprises continued for a time to
operate much as they did as private companies but gradually the Government
devised a system of supervising and controlling authorities. A number of
"General Organizations" were established, one for each major branch of
industry, which were in the nature of holding companies. Each General
Organization was made responsible to the appropriate government ministry,
generally the Ministry of Industry. With the building up of this system the
Government has extended its control over the operations of the companies so
that there is now a strongly centralized administration of the whole indus-
trial sector. Owing to the widespread price controls the profits of the
companies ceased to act as indicators of efficiency or as guides to invest-
ment opportunities and the economy became to a substantial degree a directed
economy relying on a system of targets covering production, costs, exports,
etc., which was worked out jointly by the companies and their supervising
organizations. The working of this system and the prob'lems to which it has
given rise are discussed in more detail in the section on Industry and Power.

C. .The Development Plan 1960 to 1965

21. In the seven years preceding the First Five-year Plan the gross
national product increased at a rate of 3.8% annually. Since the increase
in the population was about 2.4% per year, there was only a slow rise in per
capita income. The rate of investment remained at 13 to 14% of G.N.P.
The Development Plan for 1960 to 1965 was to be the first of two five year
plans which had as their primary objective the doubling of G.N.P. over 10
years which would require a sustained rate of growth of just over 7% per year.
This was to be achieved principally by speeding up the growTth of industrial
production from 6 to nearly 15% per year and agricultural production from
about 2.5 to 5.0% per year. To achieve these goals and to allow for the
necessary increases in the transport and service sectors investment was to
be increased by 70% over the five years so that the rate of investment would
increase from 13-14 to slightly over 20% of G.N.P.



22. In its estimate of the total investment required to reach the
growth targets the plan was possibly not far off the mark, although the
distribution of investment between sectors did not turn out to be accurate.
However, it also envisaged the simultaneous achievement of a surplus in the
balance of payments and hence it called for an increase in domestic savings
even larger than the increase in investment. This was aiming very high; it
would have meant that slightly more than 40% of the additional incomes
arising from economic growth would have had to be saved. In practice, the
course of events in this respect departed markedly from the plan. Although
the total investment over the period was not far short of that envisaged in
the plan it was financed with the help of a large deficit in the current
balance of payments. The marginal savings rate instead of being over 40. was
around 19% which meant that there was only a small increase in the proportion
of national income saved over the period. The pressure from rising government
and private consumption, increased spending on social services, defense
and subsidies to prevent the cost of living from rising meant that the plan
ceased to be a guide to practical policy in this field.

23. The growth of the various economic sectors and the behaviour of the
gross product, savings and investment during the period are shown in the
following tables:
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Table _1: ECONTOMIC GROWTH DRTING THE FIRST PLAN (1960-65)

Annual growth of production Production in 1964/65
(per cent) as percentage of

1952/53-1959/60 Plan Actual _ plan target

Agriculture 2.7 5.1 3.3 93
Industry 1/ 6.2 14.6 8.7 77
Construction 7.7 - 2/ 14.3 _ 180 3/

Ccmmodity sectors, total 4.1 8.7 6.3 89

Transport- and
communications 7.3 3.8 11.2 1.34

Housing services 3.1 2.9 1.9 95

Trade and financial
services 3.5 5.0 3.4 94

Other services 2.6 4.7 7.8 121

Services, total 3.5 4.4 6.7 113

Goods and services, total 3.8 7.0 6.5 98

l/ Including electricity.
2/ Less than 0.5%.
31 In current prices.
4/ Including the Suez Canal.
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Table 2: DEVELOPWENT OF UJPPLY AND USE OF RESOURCES
OVE,R THE FIRST PLAN PERIOD

(at current prices)

L.E. Millions Percentages
1959/60 1964/65 1959/60 1964/65

1. Gross Domestic Product 1375.6 2050.6 100.0 100.0

2. Import of Goods and Services 286.6 497.7 20.8 24.3

3. Total Supply 1662.2 2548.3 120.8 124.3

Used for:

a) Private Consumption 971.6 1330.9 70.6 65.0

b) Government Consumption 228.1 431.3 16.6 21.0

c) Gross Investments 171.4 364.3 12.5 17.7

d) Exports 291.1 421.8 21.1 20.6

Savings (1-3a-3b) 175.9 288.4 12.8 14.1

Table 3: ITVESTMENTS, SAVINGS AND THE ETERNIAI BALANCE

(L.E. millions in current prices)

Investments Savings Import Surplus

1959/60 171.4 175.9 -4.5

1960/61 225.6 210.1 15.5

1961/62 251.1 164.7 86.4

1962/63 299.6 195.6 104.0

1963/64 372.4 236.8 135.6

1964/65 364.3 288.4 75.9

First Plan period, total 1,513.0 1,095.6 417.4

First Plan period,
relative figures 100.0 72.5 27.5
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24. Wqhile the overall growth rate seems to have been close to the 7%
envisaged by the plan, the development of the various sectors differed sig-
nificantly from the plan forecasts. In the important sectors of agriculture
and industry, production was less than had been hoped, partly, if not
largely, because investment was less than intended. Actual investment in
industry (including electricity) in current prices amounted to 88% of
planned investment in 1959/60 prices; taking into account the price increase
the volume of industrial investment was probably 20-25% short of the target.
Moreover, a considerable proportion of it was made in the last three years
of the period and may not have produced its effect on output until after
1964/65. Similarly, investment in current prices on agriculture, irrigat-on
and drainage amounted to less than 90% of the planned expenditure at =ixed
prices. The main reasons for the gap between the planned and the actual
investment were, firstly, that many projects took longer to carry out than
expected and, secondly, the expansion of investment had to be deliberately
held back owing to insufficient domestic savings and balance of payments
problems. By contrast, the volume of construction and the demand for trans-
port services were much greater than expected and the capacity of these two
industries was stretched to the utmost. There was also a large expansion
of "other services" including education, health, defense and government
services in general.

25. Another area in which the expectations of the plan did not mate-
rialize was that of foreign trade. Exports increased by 20% which was less
than the 30% intended but not unduly so. Exports suffered directly from the
pressure of consumer's demand not only for traditiona'l goods such as cotton
and rice but also for manufactured goods such as tires and refrigerators.
Another factor which may have stood in the way of higher exports of cotton
related to the terms and conditions of PL.480 assistance. It was, however,
the behavior of imports which departed radically from the plan. The plan
foresaw a slight decline in the volume of imports with increasing imports of
investment goods being more than offset by reduced imports of consumer and
intermediary goods. This was to have been brought about by industrializa-
tion which was to produce a large volume of import substitutes. In practice,
however, this did not occur. Although there was a substantial increase in
industrial production the volume of imports also rose in much the same pro-
portion. Nevertheless the demand for imports was not fully met and there
was consequently some under-utilization of industrial capacity. It is true
that the expansion of industrial production was about 23 percent less than
the target but it is hardly likely that the demand for imports would have
been less if industrial production had been higher. It might well have been
even higher.

26. It is, in fact, an open question whether the expansion of so-called
import-saving industries in the U.AR can lead to a substantial fall in the
relationship between imports and gross national product. Egypt has built
up a sizeable industrial sector since before the war, a large part of which
must be regarded as import saving. In 1938 imports amounted to 18.5% of
GNP and since the war they have fluctuated between 16 and 23%. From 1960/61
to 1964/65 they averaged about 20%. It therefore seems likely that increas-
ing imports of a wide variety of goods supplementary and complementary to
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domestic production will be required in the process of' industrialization.
Even if it were possible to steer industrialization in, so to speak, an
"Vinward-looking" direction, it might not represent an economic use of re-
sources and hence might imply a slower grovTth rate. If this is so, the rate
of growth of industry in the future may be determined by the rate of increase
of total foreign exchange earnings.

27. To provide an increase in employment was one of the prime objec-
tives of the development plan, which had as a target the employment of
7.1 million people by 1964/65. According to official estimates, total
employment rose from 6.0 million in 1959/60 to 7.3 million in 1964/65, or by
22%. About 40% of the increase in employment was provided by agricultuire
and 30% by industry and construction together. Since G.N.P. rose by 37,%o the
increase in production per employed person was slightly over 12%. The dis-
tribution of the rise in employment is shown in the following table:

Table 4: EZPLOYMENT BY SECTOR, 1959160 A,D 1964/65

(In thousands)

1959/60 1964/65

Agriculture 3,245 3,780

Industry 614 843

Construction 185 345

Commodity producing sectors, total 4,044 4,968

Transportation and communication 218 278

Other services 1,744 2,087

Service sectors, total 1,962 2.365

Total employment, commodity and
service sectors 6,0oo6 7,333

28. That economic developments over the last five years did not all
turn out in accordance with the targets of the Five-year Plan is not cause
for surprise. The Plan itself' was prepared in a hurry and, as is generally
the case in these matters, on the basis of very imperfect statistics. Tt
was, moreover, the first attempt of its kind in Egypt. The important in-
stitutional changes which took place during the Plan period could not be
foreseen. However, the comparison of events with the Plan is of some inter-
est as an illustration of the areas in which future plans and policies might
be revised. The Plan certainly led to an acceleration of investment and
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economic growth which compares well with that of many developing countries.
The fact that this acceleration was financed by too great a reliance on
external funds and not enough on domestic savings was not the fault of the
Plan since the Plan called for a great increase in savings. The savings
effort assumed in the Plan was, however, unrealistic.

29. A new plan is now being prepared for the period 1965/70. At the
same time, the Government has become aware of the difficulties created by
the rapid expansion of consumption and at the end of 1965 a series of mea-
sures to restrict demand were introduced. These entailed increases in the
prices of a wide range of consumer goods, higher taxes on tobacco and alco-
hol, an increase in customs duties and an increase in income tax. The
original target for investment in the new development plan which amounted
to LE 2.5 billion to be spent over five years has been reduced to LE 3.2
billion to be spent over seven years. The implications of such an invest-
ment plan are discussed in section VIII.

III. AGRICULTURE

A. General

30. Agriculture in Egypt is concentrated on the narrow strip of the
Nile Valley and the fan-shaped area of its delta, which together occupy
barely 3.5% of the area of the country. Apart from the Mediterranean
coastal fringe which receives an average annual rainfall of 120-25 mm, the
country receives almost no rain and must rely on irrigation. Water, rather
than land, sets the limit for agricultural development. Although mulch of
the soil in the desert is of poor quality it would be possible to extend
cultivation substantially if water were available and could be economically
exploited.

31. The scarcity of cultivable land and the dependence on irrigation
favor an intensive use of land for growing fibers, grains, fodder, fruits,
vegetables, sugarcane and other crops. Livestock are raised as a supple-
ment to other farming activities but there is no extensive livestock rear-
ing, nor are there any forests. The only timber produced is from planta-
tions on the road-side and canal banks and wind-breaking rows of trees on
the edge of the desert. In 1964-65, 92% of the total cultivated area was
under field crops, 6% under vegetables and 2% under fruit and wood trees.

32. For many years there was no major change in the composition of
agricultural output. Since the late fifties, however, certain shifts are
noticeable and although they are still small, they have promising implica-
tions. These shifts indicate a reduction in the share of field crops, and
an increase in those of vegetables and fruits and of fisheries. The UAR
possesses a potential comparative advantage in the cultivation and export of
fruits and vegetables and its fisheries have yet to be fully exploited,
especially in the Red Sea and the reservoir behind the High Dam. Of the
gross value of agricultural production in 1964-65, 63% was accounted for by
field crops, 6% by vegetables and 5% by fruits and wood, the balance being
contributed by animal products and honey (24%) and fisheries (3%).
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33. Although the relative share of agriculture in the gross domestic
product declined from 32%' in 1959-60 to 28% in 1964-65, it is still contribu-
ting more than industry. Howfever, the importance of agriculture comes out
much more clearly in the high proportion of the labor force in agriculture
(57% of the economically active population), the relatively large rural popu-
lation (62% in 1960) and a large share of agricultural commodities and
products of agricultural origin in the export trade of the country (about 85%).

34. In the past agricultural production has not always kept pace with
the growth of population. As shown in the following table production lagged
behind population from the mid-thirties until the early fifties. In the
last few years, however, the increase in production has exceeded the groith
in population, although the margin between them has not been enough to take
care of the more rapid rise in demand arising from the increase in income
per head. Consequently imports of food have had to be increased in order
to prevent prices from rising.

Table 5: GROWTH OF POPULATION ANMD AGRICULTURAL OUTPUT

Percent increase in
Period Population Agricultural Production

1935-37 to 1958-60 61.9 39.0

1948-50 to 1958-60 27.6 27.5

1950-55 to 1958-60 12.9 16.4

1959-60 to 1964-65 13.3 16.7

35. In looking to the future there are a number of directions in
which efforts to increase production may be made. Firstly the area under
irrigation can be increased - so-called "horizontal expansion" - within the
limits set by the available water. Secondly, the productivity of land row
under cultivation can be increased and even though, for most crops, Egypt's
yields are among the highest in the world there is still considerable scope
for further improvement. Finally, the pattern of land use can be adjusted
to produce more of the higher value crops such as rice and vegetables.
Horizontal expansion is expensive but has the great advantage that it pro-
vides more land for the growing population. Vertical expansion yields a
much higher return in relation to its cost but provides little direct addi-
tional employment. Moreover the rate at which yields can be improved de-
pends not so much on the availability of financial resources but on the
speed at which farmers can be persuaded and trained to improve methods of
cultivation. It is in the light of these possibilities and against the
background of rising population pressure that the Government's agricultural
development plans have to be understood.
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B. Irrigation

36. Since Egyptian agriculture is almost wholly dependent on the Nile,
the large yearly and seasonal fluctuations present a major problem of water
control. The average annual discharge of the Nile as measured at Aswan
amounts to 82,000 million cubic meters of water; in some years however the
volume is as low as 42,000 million cubic meters, while in others it is as
high as 155,000 million cubic meters. The seasonal fluctuations are even
larger - 80% of the volume passing during July-December and only 20% from
January-June.

37. To overcome these fluctuations and to even out the water supply
available for irrigation, a number of barrages have been constructed which
now provide a storage capacity of 7.5 billion cubic meters. Wevertheless,
before the construction of the High Dam a large amount of water, amounting on
the average to 32 billion cubic meters, was discharged into the sea during
the flood period. Hence the amount of water available for irrigation was
only 48 billion cubic meters. An extensive network of canals and channels
deliver this water to the fields according to a rotation system which varies
with the cropping pattern.

38. The irrigation policy and projects of the Government have as their
objective the harnessing of the whole of the Nile flow, utilizing the avail-
able water as economically as possible and exploring for new sources of
water for the development of desert land. Between 1937 and 1965, the supply
of irrigation water from the Nile had remained fixed at the storage capacity
of the dams, and the objective of irrigation programs had been to utilize
this water both for extending cultivation and for bringing about shifts in
the crop pattern through economies in water use. The extent to which this
objective has been achieved since the early fifties can be assessed from the
fact that between 1952 and 1964-65, the cultivated area increased by about
8% and the total cropped area by about 10%. The intensity of cropping has
therefore increased a little; but the area under rice, vegetables and sugar-
cane which require heavy irrigation has increased very considerably. This
has been made possible by economies in water use, improvement in the design
and management of the water distribution system and the supplementing of
supplies from the irrigation canals with drainage and ground water and similar
measures.

39. These improvements in irrigation efficiency cannot, however, ex-
tend cultivation and cropping beyond a certain limit. By the late fifties,
this limit may be said to have been in sight. It became apparent that
further progress depended on the availability of additional water. This is
the reason for the urgency placed by the Government on the High Dam. The
High Dam will provide 'over year storage" with a capacity of 127 billion
cubic meters and permit all of the Wile water to be used for irrigation.

40. According to the 1959 agreement between the UAR and the Sudan the
net additional benefits from the High Dam, estimated at 22 billion cubic
meters (32 billion previously discharged into the sea less 10 billion lost
by evaporation), will be divided in the proportion of 7.5 billion cubic
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meters for the UAR and 14.5 for Sudan. The arrangement will therefore ensure
55.5 cubic meters of water for the UTAR. (i.e. the original 48 plus 7.5 bil-
lion cubic meters). The agreement also provides for any excess water over
and above these figures to be divided equally between the Sudan and the UAR,
and for the Sudan to lend the UAR a total of 1.5 billion cubic meters of
water annually until 1977.

41. The cost of the dam, powerhouse and transmission lines, is now
estimated at LE 227.5 million of which the Soviet Union has provided LE 116.8
million in the form of two loans repayable over 12 years with interest at
2.5%. An estimate of the total cost of the project, including the neces-
sary irrigation and reclamation works, the removal of population from the
lake area and the indemnity to the Sudan has been put at around LE 600 mil-
lion. The benefits of the project are estimated as (a) the extension of
the cultivated area by 1.3 million feddans, (b) the conversion of 700,000
feddans from basin irrigation to perennial irrigation, (c) the generation of
6 to 9 billion kwh of electric power annually, (d) flood protection, (e) im-
proved navigation, (f) the lowering of the water table and consequent raising
of productivity in the irrigated areas. The Government intends to use the
additional water for 694,000 feddans of land to be reclaimed in the Second
Five-Year Plan and also for changing the cropping pattern on presently cul-
tivated land to increase the area under rice by more than one-fifth, that
under cotton by about one quarter and that under sugarcane by nearly two-
thirds. The whole question of the most economical use of High Dam water -
how much new land to reclaim, how much additional water should be used on
the present land to produce more water-intensive crops, the balance between
irrigation and power requirements, etc., is one which needs considerable
investigation. It may be that eventually there will not be enough' water to
reclaim 1.3 million feddans. This is a question which will arise afiter the
Second Plan.

C. Land Reclamation

42. The First Plan placed a great deal of emphasis on land reclamation
and the rate of reclamation was stepped up considerably. During the Plan
some 536,000 feddans were reclaimed as compared to 78,800 in the years
1952-1959/60. Those areas are to be irrigated initially from existing water
sources and eventually by water from the High Dam. The agencies responsible
for this work, the Organizations for Land Development and Desert Development
have done some pioneering work in the field of reclamation, settlement and
cultivation of arid, desert land. However, this is a long process involving
soil classification, selection of available areas, survey of these areas,
planning and execution of works necessary for the levelling and layout of
land, construction of roads, and provision of electricity, irrigation systems
and housing. Wqhile these reclamation works are going on, the land is cropped
from the second year for the purpose of building up the soil and after two
to five years, depending on the nature of the soil, the land reaches the
stage of "marginal productivity." At this stage, holdings are supposed to
be distributed to settlers at the average rate of 2.5 feddans per settler.
Five more years of cropping are required before the land reaches the level
of average productivity of arable land in the IJAR.
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43. In the early years of the Plan, land reclamation work was under-
taken without adequate consideration for costs as evidenced by a relatively
large outlay on housing and a fairly liberal. scale for provision of counrazu-
nity facilities. Later, however, more attention began to be given to the
economies of reclamation and settlement work, and the expenditure on housing
was reduced and the cost of land reclamation and development has been brought
down from between LE 260 and LE 287 per feddan to an average of LE 235.
According to data provided by the Ministry of Planning, an investment of
LE 235 per feddan generates by the eighth or ninth year a gross output of
about LE 90. Thus the investment/output ratio works out from the ninth year
(without any discounting) to 2.6 : 1 for such projects of horizontal expan--
sion, as compared to a ratio of a little over 1.2 : 1 for vertical expansion.

44. The Government has also made notable efforts to discover and
utilize groundwater resources, especially in the New Vallely and the Western
desert. Considerable investigation has been made of the lhydro-geology of
these areas. By 1965, 140 deep wells were operating in the New Valley.
However, the actual water reserves in this area are still not fully known,
and the settlements developed around the wells are regarded as pilot pro-
jects. Even though the high expectations of desert development in the First
Plan have not been realized, considerable experience has been gained. The
present policy of going slow with this type of development seemns clearly
correct.

45. At the beginning of the First Plan there were about 973,000
feddans of land under the basin system of irrigation in Upper Egypt. During
the Plan 538,000 of these feddans were provided with a perennial irrigation
system, at an average cost of LE 71.6 per feddan. The drainage system for
these lands will be constructed in the Second Plan and the remaining basin
lands will also be fully "converted". Since most of the conversion has
taken place towards the end of the First Plan, its benefits in the form of a
higher intensity of cropping and larger net returns will be realized during
the Second Plan.

D. Drainage

46. As a result of decades of perennial irrigation the sub-soil water
table has risen considerably, especially in the low-lying delta areas, with
adverse effects on salinity of soil and productivity of crops. To cope with
this problem, a system of open drains has been constructed in many parts of
the country. Open drains, however, are not efficient, are difficult to
maintain, and also result in a loss of 10 to 15% of the land. Justifiably,
therefore, the Government has been giving urgent attention to the improve-
ment of drainage, especially to projects for tile drainage (covered drainage).
In the First Plan an area of 250,000 feddans was covered with tile drains
at a cost of LE 7.8 million; and in the Second Plan, it is proposed to cover
an area of 1 million feddans. Estimates of the increase in productivity as
a result of tile drainage vary; however, the Government's estimate of an
increase of up to 25% in the yield of crops seems reasonable.
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E. Land Use and the Cropping Pattern

47. One of the distinctive characteristics of Egyptian agriculture is
the system of regulation by which the Government controls the allocatior. of
the land to different crops, the manner of their cultivation and even the
method of their marketing. Every year the Government decides at the National,
Governorate, village and farm level what areas are to be sown to what crops,
the quantities of fertilizers and other inputs to be provided to the farmer
through the cooperative, the dates of some of the crucial agriculitural
operations and for some of the crops the quota to be delivered to the Govern-
ment. MIoreover, the prices of many of the crops, especially cotton, wheat
and rice are determined by the Government. This system of direct regulation
which has arisen from the necessity for central control of the scarce ir-
rigation water, has tended to discourage the growth and development of produc-
tion and distribution based on market prices and economic considerations in
general. For example, there are no charges for irrigation water and rela-
tively little reliance on the instrument of pricing for bringing about
changes in crop areas. The system of administered prices and allocations
makes decisions on investment planning difficult. The authorities are aware
of this and try to overcome the problem by using international prices for
the purpose of planning.

48. In recent years, the Government has been enforcing the rule that
no more than one-third of the land can be planted to cotton and no less
than one-third to wheat. Both domestic and external considerations have
influenced this policy, the more important of them being an attempt to main-
tain prices of cotton in the world market, and to ensure a certain rinimum
level of domestic production of wheat which is a relatively low-return crop.
However, this "rule of three" has not prevented certain shifts in the crorn-
ping pattern. Thus over the last ten years, among the winter crops - the
area under wheat and barley has declined and correspondingly that under
berseem, vegetables, beans and lentils increased. Among the summer crops,
rice, vegatables, millets and sugarcane have gained in acreage, while the
cotton area has gone down from a level of 1.8 1.9 mililon feddans up to
1961 to about 1.6 million feddans in the following years. The area urnder
oranges has almost doubled and there has been an appreciable increase in that
planted to mangoes and grapes. These changes are summarized in the fOllOwi.g
table. The changes were more pronounced between 1958-60 and 1963-65 than in
the fifties, especially in the case of wheat, cotton, and rice.
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Table 6: CHANGE IN AREA AND YIELD OF MAJOR CROPS

(area in '000 feddans and yield in kg. per feddan)

A v e r a g e p e r y e a r
1950-54 1958-60 1963-65

Crop Area Yield Area Yield Area Yield

Cotton (lint) 1,765 214 1,846 249 1,622 306

Wheat 1,571 774 1,452 999 1,261 1,130

Berseem 2,184 - 2,397 - 2,469 _

Maize 1,746 879 1,878 879 1,604 1,196

Rice 519 1,600 651 2,114 921 2,289

Vegetables 300 - 497 5,640 595 7,500G/

Fruits 93 - 124 5,146Ž/ 1664 4,757-/

Sugarcane 96 34,458 112 38,393 132 38,500

a/ Yield data based on statistics for 1963 and 1964 only.
b/ Yield of oranges.

49. One of the difficult problems is the area to be sown to wheat.
The country is faced with increasing demands for wheat which carnnot be met
under present cropping patterns and substantial quantities of wheat and
flour have to be imported. Furthermore, wheat is a comparatively uneconomic
crop to grow in Egypt and the Government spends about LE 10 million annually
on subsidising it. Even so, it provides farmers with a comparatively low
return. The Government plans to stabilize the wheat area at 1.37 million
feddans, which is about 100,000 feddans lower than the 1959/60 average, but
also hopes to achieve an increase in production of the order of 32 percent
through the introduction of higher yielding varieties.

50. Between 1956-60 and 1961-64 the wheat supply from domestic pro-
duction and imports increased by 22%, which indicates an annual rate of in-
crease of about 4%. If an allowance is made for some increase in stocks
the increase of consumption was about 3.5% per year. At this rate, and
assuming that the supply of rice, maize and other cereals increase as they
have in the past Egypt will need between 3.7 and 3.8 million tons in 1969/70.
Since domestic production is expected to be 1.7 million tons, the import
requirements are likely to be around 2 million tons.
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51. Recent changes in yields of the maJor crops are given in Table 6.
They show a strengthening of the position of cotton, maize and vegetables
and these are the crops in which the country has a comparative advantage.
(The figure for fruits is affected by new plantings oi oranges and does not
reflect a trend). These yields are, if not the highest, then close to the
highest in the world. Even for wheat and other cereals, the yields are far
above the world average. This does not, however, mean that the scope for
further increases in yield has been exhausted in Egypt. Considerable in-
creases could be brought about through increased use of fertilizers, plant
protection chemicals and better seeds, tile drainage, further strengthening
of extension and training and intensified research in plant breeding. While
appreciable progress has been made in these aspects of "vertical expansion"
in the First Plan, there are still gaps to cover. Thus, while the consump-
tion of nitrogenous fertilizers has increased by 44% in the First Plan, the
average consumption per feddan of crops in 1964-65 worked out to only 23
kilograms in terms of nitrogen, which is on the low side by international
standards. The consumption of phosphatic fertilizers rose by about 36%, but
very little if any, was used on crops other than cotton. In fact, the rate
of application of fertilizers on nearly all crops with the exception of
sugarcane is still below the minimum recommended by the Government.

52. Considerable progress was made in the First Plan in the extension
of plant protection measures, which in 1964-65 covered almost the entire
cotton area and resulted in a reduction of the losses to the cotton crop
from about 40% in 1958-59 to about 9%. However, plant protection measures
are far from adequate for most other crops, particularly fruits and vege-
tables. But, unless more attention is given to the supply of quality seeds
and to plant protection measures for vegetables, the large increase planned
for vegetable exports may be difficult to achieve.

53. Most of the research on plant breeding, etc., has until lately
been devoted to cotton. It was only during the later years of the First
Plan that attention began to be paid to other crops and a regional approach
was also adopted. Six regional research stations have just been set up but
it may be some years before their activities show up in improved research,
training and extension work. For the immediate future, improvements in the
varieties of wheat, rice and sugarcane, whose yields have grown only slowly,
will depend on the research already in the pipeline. One of the major
achievements of the Government has been in the strengthening of agricul-
tural extension, the organization of cooperatives and the provision of
credit and marketing facilities. A network of extension services has been
built up in the rural areas and linked to the cooperatives of which there
are now about 4,665. The cooperatives provide farm supplies, machinery
used in common by farmers, marketing facilities, credit, a consumer's store
and, in some areas, community services. The system is coordinated by the
General Organization for Agricultural Cooperatives and is undergoing con-
siderable expansion.

54. There has been a substantial expansion of agricultural credit
during the First Five-Year Plan. The amount of short-term loans has in-
creased from LE 35.7 million in 1960/61 to LE 62.4 million in 1964/65.
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Most of this credit is given in the form of crop loans and carries virtually
no interest. The volume of medium-term loans has been muach smaller, LE 1.5
million in 1960/61 and LE 2.4 million in 1964/65. However, the amount of
credit is still rather low being only about LE 6 per feddan of crop, and
the medium-term loans are at a much lower level, LE 1 per landowner. TLhe
loans would probably be used more economically if a system of interest
rates for different categories of loans were established.

F. The First Five-Year Plan: Summary of Results

55. The First Five-Year Plan had as one of its objectives the attain-
ment of a growth in agricultural output of about 28% between 1960-61 and
1964-65. To this end the Plan provided for an investment of LE 356.3 mil-
lion in the public sector and LE 35.7 million in the private sector. This
represented about 25% of the investments in all sectors. The most important
programs and projects in the public sector of the Plan were the High Dam
(13% of the public investments), those for the horizontal expansion of agri-
culture (49%) and irrigation and drainage (29%). Only 8% of the investmlents
were allocated for vertical expansion, and a negligible 0.4% for fisheries.

56. Table 7 compares the planned investments with those actual resilts.
The expenditure on the High Dam was more than double the original estimate.
Investment other than the High Dam fell short of the planned amount by some
10%. Since there has been a rise in prices since 1959-60, the shortfall in
real terms would be more than 10%. This is the result of investment on
irrigation and drainage and horizontal expansion falling below the target
because of slow progress during the first two years. However, expenditure
on vertical expansion and on the livestock and fisheries programs was higher
than the original target.

Table 7: PUBLIC INVESTMEN'TS IM THE AGRICULTURE SECTOR -
FIRST AND SECOID PLAY,

F i r s t P 1 a n S e c o n d P 1 a n
Actual investment Proposed investment Percent

Per- Per- increase (+
Plan cent cent decrease (-)

outlay Amount of Amount cf over First
(LE mil.) (LE mil.) total (LE mil.) total Plan actual

Agriculture
Vert. expan. 29.6 43.5 11.5 57.3 8.9 + 14
Horiz. expan. 173.4 140.8 37.3 300.6 46.9 +113

Livestock - 7.4 2.0 17.2 2.7 +132
Fisheries 1.3 2.6 0.7 21.1 3.3 +701
Irrig. and
drainage 104.7 84.2 22.3 203.0 31.7 +141
High Dam 47.3 98.6 26.2 41.6 6.5 - 58

Total 356.3 377.1 100 640.8 100 + 70



- 21 -

57. At least 64% of the investments during the First Plan were direc-
ted to programs such as the High Dam and horizontal expansion which could
not be expected to produce their effect on output during the First Plan
itself; their benefits will be realized during the Second Plan. Thus the
536,357 feddans of land reclaimed during the First Plan with an investment
of about LE 140 million generated a gross output of only LE 11.3 million
but when these lands reach the level of average productivity, they should
yield a total output of the order of LE 48 million per year.

58. As compared with an expected growth of 28% in agricultural outpUt,
the increase actually achieved from 1959/60 to 19614/65 was 16.7%. H1;orizontal
expansion schemes contributed roughly 18% of the increase in output, while
82% was the result of an increase in the acreage of high-value crops such as
rice, vegetables, fruits and sugarcane and increases in the yield of other
crops such as maize and cotton through better cultural practices, shifting
to summer cropping, effective plant protection measures, increased use of
fertilizers, some improvement in crop varieties and seed and a strengthening
of the credit and extension services. A growth of 16.7% in five years is
equivalent to 3.3% per year. This is a little, but only a little, greater
than the growth rate of the late fifties. It is higher than the rate of
growth of population but, according to what information does exist concerning
the income elasticity of demand for food products, not enough to satisfy the
growing demand with increasing per capita incomes.

G. The Second Five-Year Plan

59. The original investment program for the Secornd Plan 1965166 to
1969/70 envisaged expenditures of LE 640.8 million. Although this figure
may be reduced somewhat 1/, or the period for which the expenditure is planned
may be lengthened, the main outlines of the Plan are not likely to be
altered. As was shown in Table 7 the Second Plan calls for substantially
increased investments in horizontal expansion and irrigation and drainage
while the increase in expenditure or, vertical expansion seems at first sight
modest.

60. However, if the allocation for irrigation and drainage were
divided between horizontal and vertical expansion, then owing to the large
amounts included under irrigation for tile drainage (LE 43.5 million), arnd
conversion of basin land (LE 57 million), the investment on vertical ex-
pansion would more than double and would amount to about 25 percent of the
total investment. There has thus been relatively more emphasis placed on
vertical expansion in the Second than in the First Plan. The large rise in
the allocations for fisheries and livestock also shows a concern to bring
about increases in output through short-maturity schemes. In other words,
the Second Plan is likely to result in the production of much more output
within the Plan period itself than was the case in the First Plan.

61. Nearly 58% of the investment on new projects is for projects
which will use the water available from the High Dan. Without these invest-
ments the capital already invested in the High Dam would not start earning

1/ In the most recent revision of the plan investment in agriculture has
been reduced to LE 588 million over seven years.



- 22 -

returns, and there is therefore little scope for maneuver in this respect.
Two of the biggest projects are the Salhia Reclamation project east of the
delta and the tile drainage project in the delta. The Salhia proœect,
estimated to cost LE 99 million with a foreign exchange component of LE 25
million is for the reclamation of 312,000 feddans and some work on it has
already started.

62. The production targets under the Second Plan indicate an overall
growth of agricultural production of about 22 percent by 1969-70. The
prospects for increasing production in the Second Plan are much better than
in the First, because the investment in land reclamation and development
and in research and extension during the First Plan will bear fruit in the
Second Plan. Also the High Dam will make it possible to modify the crop
pattern so as to increase the acreage under crops such as rice. Thus in
addition to increases in the yields of crops now grown there wi'll be new
production from the reclaimed lands, the erstwhile basin land, and the in-
creased output of some crops as a result of higher intensity of irrigation.
Assuming no delays in the reclamation and cropping of new 1ands, the hori-
zontal expansion achieved in the First Plan and to be continued in the
Second Plan is expected to yield additional production of the order of 7%
by 1969-70 to which may be added an increase of 15% resulting from vertical
expansion and other schemes. These appear to be rather conservative esti-
mates and it should not therefore be difficult to achieve the growth rate
planned for agriculture.

IV. INDUSTRY AND POWER

A. The Role of industry in the Economy

63. The reasons for the great emphasis placed on the development of
industry in the UAR are easy to understand. With the cultivable area already
densely populated and the population growing at 2.8% per year it is clear
that agricultural development alone cannot support the increasing numbers of
people. Some new employment can be provided by bringing new land under
cultivation. But this is expensive; it could be as capital intensive a
process as industrialization. It is, therefore, natural to have recourse to
industry as a key element for economic development.

64. Industry in Egypt originated at the beginning of this century
with the establishment of cotton ginning, pressing, spinning and weaving
enterprises and other industries using local materials such as salt, cement
and pottery. It was not, however, until the depression of the nineteen
thirties, when Egypt obtained control over its own tariffs and raised them
substantially, that the first real impetus was given to the growth of
industry. When the government entered the field of development planning,
the first plan which was prepared was a Plan for Industrialization which
was launched in 1958. In 1960 this was incorporated in a more general Five-
year Plan in which the planned investments in industry were greatly in-
creased. Investment in industry, including power and construction, was put
at 38% of total gross fixed investment which was more than for agriculture
including irrigation and the High Dam.
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65. There is no fully satisfactory index of industrial production in
the UAR but from Twhat estimates have been made it appears that since the
end of the war industrial production has grownm at an average rate of some-
thing over 5% per year. There have, however, been great variations within
this period. In some years it was as great as 12% per annum whereas in the
early fifties after the Korean war it was more like 2-1/2%. In the five
years after 1955 production grew at an average of about 7% and during the
period of the first Five-year Plan the rate was 8.9%. During the period of
the plan employment in industry rose by 6.5% per year indicating a rise in
productivity of about 2.3% per annum. This figure would probably have been
higher had it not been for a reduction in the hours of work in 1961, and,
more important, for the pervasive pressure upon all economic enterprises
to employ more labor than is really necessary.

66. In developing her industry Egypt started with the advantage of
being an economy in which external trade was a fairly high proportion of
national income so that the initial industries could satisfy an existing
market. The traditional industries in the UAR such as the textile and food
processing industries produce import substitutes from local raw materials.
These have been joined since World War II by the petroleum and chem-.ical
industries, also using local raw materials. More recently there has been
some development of the steel, metal processing and engineering industries
where reliance on imported raw materials and parts is much greater and the
experience here has been much less favorable. The general direction of
industrialization has been more towards consumer and intermediary goods than
towards capital goods. The relative importance of these different types of
industries and the changes during the last five years are shown in the
following table:

Table 8: ivAIN INDUSTRIAL GROUPS

Increase in output Share in total industrial output
1959/60 to 1964/65 1959/60 1964/65

Processing of agricultural
raw materials (food, tex-
tiles, tobacco, etc.) 20.5% 76.8% 68.2%

Petroleum and products,
chemicals and electricity 112.0%o' 9.6% 14.9%

Basic metals, metal products
and engineering 100.0% 5.7dg 8.3'/,

67. The cotton textile industry expanded rapidly after the war but
since 1957 its growth has not been as fast as that of other industries. Dur-
ing the five years 1959/60 to 1960/64 value added in textiles grew by 26% as
compared to around 50% for all manufacturing industry. During the fifties
the capacity of the textile industry overtook the increase in domestic de-
mand and exports grew considerably; in the last five years textile exports
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doubled despite a rapid increase in domestic consumption and now represent
almost half of all industrial exports. The Egyptian cotton textile industry
has to use domestic high-quality long and medium staple cotton as its raw
material since the import of cheap short staple cotton is forbidden. Conse-
quently the industry has diffi'culty in competing with cheap textiles manu-
factured in Asia. In the past this cost disadvantage to the industry was
to some extent offset by export taxes on raw cotton - which raised the price
of the raw material of foreign producers - and sales of cotton to the local
industry at below the export price have occasionally been made. As the
textile industry grows this problem will become more importanti it is, how-
ever, a complicated issue since it is necessary also to take account the
effect on raw cotton prices of additional exports.

68. The food processing industry is the largest industrial group in
the U.A.R. However, it has grown at a considerably slower rate than the
rest of the industrial sector. The most important part of the industry is
the crushing and refining of sugar. Production of refined sugar rose by 20%
from 1959 to 1964 as part of a program to make possible an increase in per
capita consumption without an increase in imports. Although yields per acre
in Egypt are among the highest in the world costs are relatively high, making
it difficult to export sugar competitively. In any event local conslumption
has risen sufficiently that the margin for export which existed a few years
ago has disappeared. Hence the future development of the industry will be
directed towards meeting domestic needs. The same is true in the case of
edible oils, which is disappointing since Egypt is well suited to develop
exports of processed foodstuffs and has been successful with dehydrated
onions and frozen shrimp.

69. There has been a substantial increase in the output of crude
petroleum - from 3.2 million tons in 1959/60 to 6.3 million in 1964/65.
The Egyptian oil fields are concentrated in the areas of the Gulf of Suez
and the Red Sea. The deposits are very small by comparison with the Persian
Gulf fields and reserves are now 150 million cubic meters. However, the
prospects for further increases in production are quite good; a new strike
was made last year off the Red Sea coast which is estimated to be able to
produce 6 million tons a year by 1968 which will' almost double present pro.-
duction. Prospecting is now being carried out by three foreign companies
working in conjunction with the General Egyptian Organization for Petrcleum.
Two of them have recently begun exploration in the western desert. Refining
capacity has also expanded from 3.8 mi'llion tons in 1959/60 to 8.3 million
tons in 1964/65.

T0. Electric power generation has been increasing very rapidly; it
rose more than three and a half times in the ten years up to 1965. Over the
same period installed capacity rose from 565 to 1,592 megawatts. Until 1960
all power capacity in the UAR was thermal; the first hydro power was pro-
duced in 1960 when a power station was added to the old Aswan Dam. Power
from this station is used for a fertilizer plant at Aswan and for the con-
struction of the High Dam. The first power from the High Dam will become
available in 1967. Three generators each of 175 megawatt capacity will be
put in operation during 1967, four generators in 1968, four in 1969 and one
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in 1970. When the plant reaches full utilization, which is not expected
before 1976, the energy generated is expected to be between 7,000 and 9,000
million kwh annually, which may be compared with a figure for total power
generated in Egypt in 1965 of just over 5,000 million. There is also some
1,000 megawatts of new thermal capacity under construction in the delta area
which is intended to meet power requirements until High Dam power is avail-
able. This new capacity, plus the High Dam, should provide Egypt with
sufficient power to meet its needs for the next ten years.

71. There was a considerable emphasis given to the chemical industry,
particularly fertilizers, in the First Five-year Plan and it has been one
of the most important and rapidly growing sections of industry. Taken to-
gether, the chemical and petroleum industries now contribute more to GNP
than does the textile industry whereas in 1959/60 they contributed only two-
thirds as much. The increase in fertilizer production has almost kept pace
with rise in consumption over the last five years and Egypt produces about 65,:
of its own requirements. The chemical industry aims to meet all domestic
requirements by 1970 and provide for a 70% increase in fertilizer use and
some surplus for export. A major program of investment in petrochemicals
has, however, been postponed.

72. The steel, metal-using and engineering industries have also
greatly expanded over the last five years. Fgypt's first integrated steel
plant at Helwan began production in 1958 but has been beset with difficul-
ties. The quality of the iron ore which is mined near Aswan turned out to
be lower than expected and the consumption of high cost coke produced from
imported coal is very high. For this and other reasons the price of steel
is substantially higher than imported steel and the company is operating at
a loss. It is hoped to reduce costs by enlarging the plant and ma-.ng use
of a better quality iron ore at Bahariya. This program, which is intended
to raise pig iron production from. 230,000 tons to 1.7 million tons by 1972
was started in 1964 with assistance from the Soviet Union. In addition,
a new pig iron smelter is planned to be built near Aswan.

73. The engineering industry consists of three main groups. Firstly,
a variety of transport equipment is produced including trucks, buses,
passenger cars, farm tractors and rail passenger and freight cars. Secondly,
there are a number of plants producing consumer durables such as radio and
TV sets, washing machines, refrigerators and many smaller items and finally
a considerable range of small industrial and commercial machinery is pro-
duced. The development of these branches of industry has been particularly
difficult. They are highly dependent on imported parts and materials and
many of them are operating below capacity owing to the shortage of foreign
exchange.

B. Industrialization Policy and Problems

(i) Prices and Profits

74. The growth of the industrial sector on a soumd economic basis in
the U.A.R. is dependent on the solution of a number of organizational and
economic problems which have emerged from the experiences of the last five



- 26 -

years. As a result of the nationalization of 1961 virtually all the indus-
trial sector is under government control. The extension of controls with
the two obJectives of keeping consumer prices from rising and9 where neces-
sary, of protecting infant industries from foreign competition has created
disparities between domestic and foreign prices and within the domestic price
system. These distortions have had a number of consequences. They have had
an arbitrary and discriminating impact on different industries. They inter-
fere with supply and demand, they affect the distribution of income, they
render difficult the evaluation of new investments and of the financial
operations of commercial enterprises but, most important of all, they have
led to a gradual erosion of the incentives and compulsions which normally
operate on all enterprises and help maintain their efficiency. In many cases
the price situation faced by a firm is such that the pursuit of profit would
lead it in directions contrary to government policy. For exam,ple, some
goods have been exported but at prices considerably lower than those obtained
on the domestic market. The government has tried to deal with this situation
by allotting a series of targets for each enterprise covering production,
exports, costs, etc., and has thus had to involve itself in the operations
of the firms and subject them to fairly detailed control. To some extent,
indeed, this development has fitted in with prevailing ideas of planning
which are intended to provide an alternative method of economic organization
to the profit system. In Egypt, moreover, the fact that in the past the
profits of industry contained large elements of monopoly gain and accrued
to a small privileged group of the population is hard to forget.

75. Nevertheless the development of Egyptian industry has reached a
stage where its interrelations are becoming increasingly complex and the
consequences of planning errors more serious. The problem of incentives,
is now receiving a great deal of high level attention. A Productlon Confer-
ence was held last year at which a great many suggestions on how to improve
efficiency were made and a new law which is intended to give more responsi-
bility to managers of enterprises is being prepared. However, it is going
to be difficult to allow enterprises any substantial degree of economic
autonomy unless a simultaneous attempt is made to move towards a more real-
istic price system which means, in effect, prices Twhich are more or less in
line with international prices as modified by normal tariffs and excise taxes.
Ultimately it would be desirable to relax the degree of price control although
resort to a freer price system is dependent on a sufficient degree of compe-
tition either within the country or from imports. Foreign exchange is so
short at the present time, however, that imports are not sufficient to provide
competition for domestic firms. Thus the problems of incentives and profits,
of the degree of autonomy of enterprises and supervision by the government,
of price distortions and the relation of domestic to foreign prices and
hence of the exchange rate, and the shortage of foreign exchange are all
interconnected. The industrial sector might be described at present as oper-
ating on the basis of a modified profit system with controlled and distorted
prices and supplemented by a system of targets and direct controls. It would
appear that if the present problems of incentives and efficiency, of en-
couraging exports and determining investment priorities are to be solved
there will have to be a general move in the direction of a more decentralized
system relying more on prices and earnings and less on detailed government
directives.
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(ii) Investment Policy

76. The plans for industrial development in the Second Five-year P?Jan
are being revised after the change of government last year. The Govern-
ment's policy as regards investment criteria is aimed at three objectives,
(1) to maximize the return of investment, (2) to increase exports and sub-
stitute domestic production for imports and (3) to eliminate bottlenecks
and expand existing enterprises. The process by which decisions are arr-ived
at and the basis on which they are made reflect the centralized organization
of industry. Proposals for investment projects are considered first by the
General Organization of the industry concerned and then by the Ministry of
Industry. In the past the Ministry of Industry appears to have been con-
cerned so much with the desire to encourage industrialization that there
was no adequate screening process for new projects or for ensuring that in-
vestment commitments did not exceed available funds. This was encouraged
by the separation of investment decision making from the problems of financ-
ing. Moreover it also affected the efficiency with which projects were
carried out.

77. To help avoid these problems the responsibility for the appraisal
of projects should be closely associated with the responsibility for pro-
viding assistance to the individual enterprises which are to carry them out.
A system of this kind would require the establishment of some form of govern-
ment lending agency for industry - an Investment Bank - to which the govern-
ment could allocate funds for investment in industry. The government itself
could, of course, lay down the broad lines of investment policy as between
the various economic sectors and might well wish to take decisions on major
or strategic projects. The Investment Bank, on the other hand, would be
responsible for the selection of individual pro4ects and for making loans
to the enterprises which would carry them out. All potential investors
could have access to the bank's money and the bank could select those which
best met the relevant criteria. It could make loans both for fixed and
working capital and could provide funds both in local currency and foreign
exchange and thus avoid the necessity for a separate allocation of foreign
exchange. Such a system could be introduced gradually by establishing a
bank with a limited amount of local currency and foreigr. exchange for the
expansion of existing plants or for special projects to increase exports.

(iii) Imports and Exports

78. One of the objectives of the industrialization program was to pro-
s duce commodities locally which were previously imported and thus improve

the balance of payments. Although it is obvious that developing a domestic
resource such as, for example, petroleum will save imports of petroleum, it
does not necessarily follow that developing industrial production will lead
to a reduction in imports, either in absolute amount or even in relation to
G.NI.P. There are many countries where it has not and, as pointed out in
para. 26, the U.A.R. seems to be one of them. Calculations of import sav-
ings made on a project by project basis are misleading as an indication of
the behavior of total imports. Since the production of almost any commodity,
except one which is physically impossible to import, can be said to save
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imports, this criterion can be used to justify all kinds of projects and
the result is the generation of a powerfuul drive towards economic self-
sufficiency which is continuously re-enforced by the prevailing shortage of
foreign exchange, but for which the real economic justification is very
doubtful. If a proJect cannot produce at a lower cost than imports plus a
reasonable infant industry tariff, then there is something wrong either with
the project or the exchange rate.

79. There is thus a great difference between the effects of policfes
to "save imports" and those to stimulate exports; of the importance of the
latter there is no doulbt. Exports of industrial goods have increased quite
rapidly in the recent past particularly of textiles, yarn and oil and oil
products. The growth might have been even faster had it not been for the
rise in consumption which used up previously exportable surplnses as hap-
pened for fertilizers, sugar and tires. This kind of inotabi ity makes
it difficult for Egyptian indu3try to est:aslish itself in fo-.cign markets.
Exports are also hindered, as already mentioned, by the fact that prices
obtainable on the domestic market are often higher than those for exports.

V. TRANSPORT

A. General

80. Egypt has a good network of railways, roads and waterways. That
two-thirds of the population live in the small Delta area simplifies the
transport problem but the fact that the Nile and the railway south of Cairo
serve only a very narrow strip is a disadvantage. From a technical point
of view the country is relatively easy since it is flat, but soil and
foundation conditions in the Delta are unfavorable and so is the absence of
stone for road construction within the Delta region and some of the desert
areas.

81. The railways play the key role in Egypt's transport system, carry-
ing about half of the total freight in ton kilometers. Animaal transport is
still important for farm to market transport, and farms are usually close
to either road, rail or water arteries.

82. Transportation is closely controlled by the Government, and the
users do not have a free choice of the most suitable and economic means of
transport. This lack of choice, together with an absence of competition,
could easily lead to an uneconomic transport system. Howevrer, both road
and rail transport rates are at present quite reasonable by international
standards. Moreover, with few exceptions the Government-ownied and operated
transport undertakings show a financial surplus after due allowance for
depreciation. The operation of the transport system is therefore not a
drain on the Government budget, a situation achieved only in a few countries.

83. This is partly the result of the intensive use of the present net-
work. Bottlenecks have arisen, however, and considerable new investments
in the transport sector are certainly needed. As part of the second Five-
year Plan an investment program amounting to LE' 530 million, or about twice



- 29 -

the amount spent over the last five years, was prepared, the magnitude of
which could only be justified oy assuming a very high rate of future increase
in traffic. The growth of both passenger and freight traffic over the
previous five years amounted to nearly 60%; the estimated future increase in
passenger traffic was based on this previous trend, but freight traffic was
expected to increase by more than 100% in the next five years, which would
have meant an annual growth of about 15%. However, the Plan period was
subsequently stretched from five to seven years ending June 1972, which would
reduce the expected annual growth rate to about 10.5%. The estimated irncrease
in dry cargo traffic moving through the maritime ports amolnts to 857P, whi.ch
over the same 7 year period would mean an annual increase of about 9,.

84. The decision that the whole development plan should be carried out
over seven years instead of five would justify a re-examination of the de-
mands of the various sectors for transport so as to provide a sounder basis
for investment planning. Tne introduction of some freedeom of choice by
the users, and hence some competition between modes of transport might be
a useful indicator of priorities. In addition to the problem of the total
amount of investment in the transport sector there is a question abolut its
allocation between the different forms of transport. Of the total amount
to be spent, rail and road transport each take about one-third of the in-
vestment program, and inland water transport only 7%. For the next few
years both road and particularly rail transport will have to carry the main
burden of the increase in traffic, but there is considerably more room for
cheaper water transport. The inland wlfaterways have been neglected in the
past but the Government proposes to remedy this. It will of course taike some
years to improve them, in particular to make the irrigation canals more
suitable for navigation, but more development of water transport might well
affect the investment needs in other transport sectors. In particular it
might lead to a slower increase in the demand for rail transport, and it
could also affect port investments since more trans-shipment between ocean
vessels and barges could influence the need for, and type of, both maritime
and inland port facilities.

B. Railways

85. The railway, which consists of 3,500 route kilometers of main
lines, is the mainstay of the transportation system. It carries more than
half of the country's motorized freight traffic in ton kilometers, and
about one-third of the passenger kilometers. The railway is doing remark-
ably well financially (Table A 19); it has earned a surplus, after depreci-
ation, in each of the last six years and for 1965-1966 the surplus anounted
to LE 10.8 million out of total revenue of LE 39 million. These are im-
pressive financial results, and an indication of sound railway management,
the more so since transport conditions in Egypt do not particularly favor
railways. The average freight haul is only 270 km. and in the delta area,
where two-thirds of the population is concentrated, the hauling distance
is, of course, considerably less for much of the traffic. M4oreover, freight
composition is widely diversified; apart from building materials which
amount to 25% of the tonnage, no other commodity amounts to more than 10%
of the total tonnage.
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86. On the other hand, there are three factors which favor the rail-
ways; firstly, there is a certain degree of protection by the Government
since traffic is distributed over the various means of transportation by a
Government commission, secondly, water transport has been neglected in the
past and finally there is a shortage of trucks. Nevertheless these factors
have not resulted in high railway costs. Even though prices in Egypt are
not as meaningful as in less controlled economies, the average revenues of
1.2 US cent per ton km. for freight, and 0.7 US cent per passenger km. are
quite low by international standards.

87. Apart from a short electric suburban line in Cairo tihe system Is
completely dieselized. The main line locomotives are in good condition, but
many of the shunting locomotives are old and in poor shape, and much of the
wagon and coaching stock is also over-age. There is also a substantial
backlog of track reneuals.

88. Freight traffic has grown by 53% over the five years to June 1965,
and passenger traffic by 59%. (Table A 18). An investment program amount-
ing to some LE 188 million was originally prepared, based on the expectation
that over the five years to 1970 freight traffic would double and passenger
traffic would increase by some 565o . Recently, however, the investment pro-
gram was cut back to an overall LE 164 million for the railways and the
period extended to seven years. There are, howTever, some reasons for believ-
ing that such a large investment program may not be necessary. When more
and better trucks become available in the near future and if water trans-
port is developed, the growth of railway traffic may well be 'ess than the
present expectations. Although the improvement of the navigable waterways
will take some time, their effect will be felt by the railways during the
later years of the plan. In practice it may be desirable to reconsider the
railway investment program in order to make more funds available for water
transport which may well prove more economical for many commodities.

C. Roads and Road Transport

89. The construction and maintenance of all roads is the responsibil-
ity of the Roads and Bridges Department which in turn is responsible to the
Minister of Transport. There are plans, however, to make the Governorates
responsible for local roads. The country's 22,000 km. of roads are divided
in four classes and the classification is determined by the status of towns
served, rather than by traffic densities. This system limits the advantage
that is taken of one of the most distinctive characteristics of road trans-
port, namely that the infrastructure can be built and improved in stages, as
the traffic warrants. The usual practice in Egypt is to pave all roads imme-
diately with asphalt concrete. This is expensive and could be wasteful,
particularly if the pavement is laid on weak foundations so that the road
needs major repair before the end of the normal lifetime of the pavement.
Under Egyptian conditions a properly constructed asphalt concrete pavement
should last about 8 years and should then need only a cheap surface treat-
ment every three to five years, rather than a new asphalt concrete layer.
A more gradual transition from earth to asphalt concrete roads would allow
deficiencies in the foundations to be corrected over time, before a costly
paving, which cannot be cheaply reconditioned, is laid down.
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90. Hand labor is used extensively for road maintenance, and the small
amount of machinery and equipment available is mostly in poor condition and
suffering from a shortage of spare parts. The 1imited amount of money and
equipment available for road maintenance is also given as a reason for con-
structing high cost pavements. But although the cost of routine maintenance
of earth and gravel roads may be higher than of asphalt concrete roads under
similar traffic conditions, the current practice of paving all roads im-
mediately with asphalt concrete may also prove to be uneconomic.

91. There is an interesting project for the construction of by-passes
and ring roads in and around Cairo, for which the High Board for Cairo
Transport is responsible. These roads would not only relieve traffic con-
gestion in the city proper, but would also open up potential new urban areas
in the desert. Like most other capital cities of the world, Cairo is grow-
ing very fast and valuable fertile land along the Nile is being lost to
urban growth. Building by-passes and ring roads through and into desert
areas would certainly strengthen their economic justification. It would be
worthwhile to retain consultants specialized in both the technical and
economic aspects of such projects.

92. Road traffic has developed fairly slowly in Egypt, but the growth
of the vehicle fleet has accelerated over the past few years. The average
annual increase amounted to 3% from 1957 to 1961 but was 8% from 1961 to
1964. This change in trend indicates that a close watch should be kept on
the future distribution of traffic between the various modes of transport.

93. Truck transport is very much a Government responsibility since all
trucking companies operating more than five vehicles have been nationalized
to form four trucking companies under the organization for Inland Trans^o-.
Although the Organization's fleet amounted to onlv 1,140 trucks out of a
total of 18,000 in 1965, its influence is much greater, since it also con-
trols the rates set by cooperatives which operate an important portion of
the private trucks. This has not, however, resulted in unduly high rates.
In the year ending June 1965 the Organization earned a surplus of about 110
over gross expenditures including depreciation, while the average revenue
of 2.25 US cents per ton km. is quite reasonable.

D. Waterways and Water Transport

94. The principal inland waterways for motorized water transport are:

(a) Cairo-Aswan (river Nile) 910 km.

(b) Cairo-Alexandria (main canal route) 220 km.

(c) Cairo-Alexandria (second route via
Rosetta branch of river Nile) 250 km.

(d) Cairo-Ismailia 133 km.
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These routes, together with others used largely by small sailing vessels,
are controlled by the Inland Waterways Authority, which is directly respon-
sible to the Minister of Transport.

95. The development of waterways as a major bulk carrier has not
received sufficient emphasis and could well justify larger investments in
the near future. The expenditure of LE 18 million on waterways plus a
further LE 19 million on new motor barges which was originally proposed for
the Second Five Year Plan, was not insifnificant, but was small comrpared to
the sum of LE 188 million planned for the railways over the same period.

96. South of Cairo the Nile is navigable the year round for 900 ton
two-barge units. From Cairo to Al-exandria the conditions are much less
favorable; the maximum size of two-barge units is limited to 600 ton, and
owing to the numerous swing bridges and locks it takes 12 days to travel the
200 km. distance. The situation is similar on the Cairo-Isnailia route. On
both routes there are extensive plans to take advantage of improvements
being undertaken for irrigation purposes, and to provide much better facili-
ties for navigation, allowing the use of 900 ton units, and eliminating all
the principal sources of delay.

97. The cost of these improvements is expected to be about LE 10
million for the Nubaria Canal between Cairo and Alexandria and a similar
amount for the Ismailia Canal, but only LE 1.0 million and LE 2.5 million
respectively was allocated for this work from the LE 18 million to be spent
under the original Plan. Nearly LE 11 of the LE 18 million was for improving
the River Wile between Aswan and Cairo; but this route can already accommo-
date the 900 ton units, and there would seem to be a strong case for giving
priority to other work, particularly to the Cairo-Alexandria route, where
traffic demands are already substantial and are expected to increase con-
siderably in the next few years. The cost of water transport on the Aswan
Cairo route amounts to only 0.41 USO per ton compared to 1.15 USO in the
Delta as a whole, and at least as much between Cairo and Alexandria, which
suggests that there is likely to be much more scope here for larger savings
in operating costs and a commens-rately larger return on the investment.

E. Maritime Ports

98. By far the most important port is Alexandria which, in 1964-65,
handled 6.2 million tons of dry cargo, or two-thirds of the country's
total. Suez is important only as a port for petroleum products and Port
Said is concerned mainly with bunkering and other ships' supplies. All
other ports together handle only 8% of the country's imports and exports of
dry cargo.

99. An investment program has been prepared for ports which envisages
the expenditure of LE 24 million. This is based on an assumed increase of
dry cargo traffic through the ports of 35% but such a rapid increase would
be very unusual and does not seem warranted by the countryt s foreign trade
prospects. More than half of this program is for the improvement of the
port of Alexandria. Congestion at Alexandria during the winter months is a
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serious problem. It is listed as a second class port, and may well be sub-
ject to more drastic surcharges in the near future as a result of delays
to vessels. But the port already has 53 berths, and should be able to
handle considerably more than its present traffic without congestion. If
importers were prevented from using the transit sheds as warehouses, if the
customs and transport arrangements to and from the port were improved and,
most important, when work at present underway for improving the paving in
the port is completed, so that modern handling equipment and trucks can be
introduced to replace the horse-drawn carts, it might well be possible to
increase the capacity of the present facilities by some 50%,. This would
much reduce the need for investment in new quays and sheds.

100. Alterations to the layout of the port must be made in the light
of the future roles of railwa,y, road and canal transport serving it. If the
inland waterways are to play a much larger role in conveying port traffic,
there should be more direct handling of bulk cargoes between ships and
barges which in turn would reduce the need for additional berths.

101. Another important matter with a bearing on port investments at the
Mediterranean coast, is the future development of the Aswan region, which
is more than 1100 km. away from Alexandria. The Director of Regional Plan-
ning of Aswan favors the construction of a road to a port on the Red Sea
which is much closer to Aswan than the Mediterranean. An approach has al-
ready been made to the United Nations Development Programme (Special Fund)
to assist with a survey of such project. A much clearer picture of the
eventual development of the Aswan area and Southern Egypt seems to be
needed. however, before port requirements, and the best way of meeting
them, can be determined with reasonable accuracy.

F. Suez Canal

102. Traffic through the Suez Canal has continued to increase and, by
1965, was 33% above the 1960 figure and nearly eight times as much as it
was in the 1930's. Foreign exchange receipts from canal tolls reached a
record total of $190 million in 1964/65, which is equivalent to 25O, of EgyptTs
total foreign exchange earnings. The net earnings of the Canal are also an
important source of funds for the business budget.

103. In February 1964 the maximum permissible draft of ships passing
through the Canal was increased from 37 to 38 feet, and work now urider way
to increase the draft to 40 feet is expected to be finished early in 1968.
The Suez Canal Authority now plan to follow this with a much larger expan-
sion program, which, for an estimated cost of LE 92 million (US$ 212 mil-
lion), would allow loaded tankers of 48 foot draft (about 95-110,000 dwt) to
transit the Canal by 1972. It is then proposed to continue the enlarging
until ships of up to 55-57 foot draft (about 200,000 dwt) can be accommo-
dated a few years later.

104. The Authority has proposed this investment in the face of the
pronounced and continuing increase in both the average and the maximum size
of new tankers under construction, the largest of which are already much
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bigger than the Canal is planned to accommodate when the expansion is com-
pleted. The case for embarking on this very large program clearly rests on
the extent to which tankers en route to Europe will in future be of a size
large enough to justify the deepening, yet not so large as to be excluded
from the Canal and committed to the Cape route. The economic considerations
are clearly very complex, and with so much at stake in terms both of the
size of the investment and the importance of the Canal to the UAR, the pro-
ject needs to be founded on extremely careful technical and economic inves-
tigation.

VI. INTERNAL FINANCE

A. The Institutional Framework

105. One of the consequences of the nationalization measures of 1961
is that the public sector accounts for more than four fifths of total invest-
ment. The change in the ownership and control of enterprises made it neces-
sary to reform the state budget and a new classification was introduced in
the fiscal year 1962/63.

106. Until 1962/63, the State Budget consisted of an "ordinary" bud-
get (including mostly current account expenditures), a "development" (or
tcapital") budget, and various "annexed budgets" covering public services.
Two budgets have been created by the 1962 Reform; the Services Budget and
the Business Budget. The Services Budget encompasses central as well as
local administrations, and also other institutions such as universities,
television, etc. The Services Budget expenditures are divided into current
(general) expenditures and investment expenditures, the latter representinfg
a relatively small portion of total public investment (e.g., in 1965/66
investment expenditures in the Service Budget accounted for 11.5% of total
public investment).

107. The Business Budget includes both the current and capital trans-
actions of all the Public Authorities and Organizations and of the large
number of subsidiary companies, totally or partially owned by the state.
Public Authorities are government-owned enterprises which were formerly
owned by Government Departments or Administrations (e.g., the Government
Printing Offices, the Egyptian Railways, etc.). The reason for their
inclusion in the Business Budget is that their activities are essentially of
an economic nature and they "follow commercial practices." The "General
Organizations" can be regarded as "holding companies" which control the
individual companies and provide the link between them and the overall
Economic Plan. All investment undertaken by the companies is included in the
Business Budget together with investment by Public Authorities and General
Organizations. This is because investment by companies is completely con-
trolled by the General Organizations. Industry accounts for the largest
share of investment expenditure within the Business Budget, about 30%
of the total. Other important sectors are agriculture, electricity,
transport and communication and the High Dam project.
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108. The Business Budget originates a current surplus which is trans-
ferred to the Services Budget. However, some enterprises in the Business
Budget need to be subsidized. The amount of the subsidies appears, however,
to be relatively small, and much below the amount of surplus going to the
Services Budget. investment by the General Organizations (and their affil-
iated companies) is financed only to a small extent within the Business
Budget in the form of self-financing of companies. The other sources of
investment financing are government contributions to the capital of compa-
nies, loans from the Treasury, and foreign loans.

109. Since in the U.A.R. public companies and public authorities obtain
hardly any of their financing from a capital market, almost all the funds for
investment, apart from self-financing by companies, are channeled to the
business sector by the Treasury. Loans from the Treasury amount to much more
than the Business Budget surplus which is transferred to the Services Budget
and the Business Budget is therefore a net receiver of funds from the
Treasury. These funds are not transfers from the Services Budget but they
are extra-budgetary sources of financing, e.g., social security funds,
P.L. 480 counterparts and internal borrowing. (See Tables 13 and 15).

110. The Banking System in the U.A.R. consists of the Central Bank,
five commercial banks and three specialized banks (the Agricultural Credit
Bank, the Mortgage Bank and the Tndustrial Bank). The commercial banks pro-
vide short-term financing for current operations of the public companies
(at 6-7%). Each bank deals with a specific sector, with the excention of
the cotton trade which is jointly financed by all five banks. The Central
Bank controls the commercial banks through credit ceilings, the reserve
ratio and the discount rate which is at present 5%. The reserve ratio was
raised in June 1962 from 12-1/2% to 17-1/2%. In April 1966, it was further
raised to 20%. During the cotton season (which starts in September and
reaches its peak in December) the reserve ratio is usually reduced. The spe-
cialized banks depend for their financial operations on their own capital,
on lines of credit and sales of bonds to the commercial banks and the Central
Bank. The Agricultural Bank is the most important of the specialized banks
and grants short-term and medium-term loans to cooperatives and individual
farmers. Long-term loans also are granted for land reclamation.

B. The Services Budget

111. During World War II, Egypt's budget produced a surplus as a result
of the Government's efforts to combat inflation. After the war the surplus
gradually declined and finally disappeared in 1951/52. The revolution of
1952 did not affect the 1952/53 budget which showed a deficit of only LE 8
million. After 1953/54 the new policies of the Government were reflected
in an increase in expenditure partic-ularly on social services and education.

112. Since 1959/60 the current budget has shown consistent deficits.
The largest deficits occurred in the last three years of the Plan, i.e.,
from 1962/63. In 1962/63 revenues were about LE 60 million below budget
estimates, while in 1963/64, an increase in expenditures for deZense was the
main cause of the large deficit. The estimate had been LE 116.2 million
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while actual expenditure reached LE 177 million. According to provisional
data, the deficit in 1964/65 was also due to an excess of current expendi-
tures over the estimates (LE 518 million against LE 496 million). Once
again defense expenditures were the main cause; provisional figures indi-
cate an amount of LE 165 million against estimate of LE 133 million.
Defense expenditure now accounts for 32% of cuirrent expenditure in the
Services Budget. In fact, the final accounts are likely to show a larger
amount of defense expenditures and a larger deficit on current account.
The behaviour of revenue and expenditure in the Services Budget is shown
in Tables 9 and 10.

Table 9: SERVICES BUDGET

Annual Rate of Growth Share of Total
1960/61-1964/65 1964/65

CURRENT EXPENDITURES 13.7 100

Defense 18.6 31.8

Educational services 10.1 17.6

CURRENT REVENUES 13.3 100

Tax revenues 12.4 58.6

Non-tax revenues 12.4 24.9

Profit from enterprises 18.4 16.5

113. The annual rate of growth of current expenditures increased from
13% between 1960/61 and 1962/63 to 14% between 1962/63 and 1964/65. The
rate of growth of defense expenditure and educational services expenditure
increased, respectively, from 17% to 20% and from 8% to 12%. As a
result, current expenditures in relation to G.N.P. rose from 21% in 1960/61
to 25% in 1964/65. However, the rate of growth of revenues also increased
after the Budget Reform of 1962/63; from 8% between 1960/61 and 1962/63
to 19% between 1962/63 and 1964/65. The expansion of revenues over the last
period of the Plan was due mostly to increased tax and non-tax revenues
while the profits from enterprises stagnated after a big increase in 1962/63.
In 1963/64 revenues increased by more than 22%, and according to provisional
data, revenues have increased in 1964/65 by about 15% as a result of addi-
tional tax revenues and miscellaneous receipts.



Table 10: SERVICES BUDGET OF THE CENTRAL GOVEREWENT

(LE million)

1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67
(prov.) (est.) (est.)

CITRIENIT EXPENDITURES 252.1 310.5 369.4 397.8 492.9 518.3 560.6 625.8

of w'hich:

Defense (76.1) (83.7) (87.4) (115.0) (176.8) (165.0) (142.4) (171.4)

Education and Health (53.3) (72.6) (71.2) (89.3) (102.9) (115.3) (125.9) (131.h)

CURRENTT REVENUES 295.8 30965 352.0 358.9 439.6 5o9.6 568.o 661.4

of which:

Taxes (175.3) (186.9) (179.h) (213.8) (271.8) (298.7) (345.1) (356.o)

Surplus of Enterprises (41.9) (43.1) (44.7) (67.6) (70.8) (84.3) (118.4) (123.1)

CURRENT SURPLUS/DEFICIT 43.7 -1.0 -17.h -38.9 -53.3 -8.7 7.4 35.6

INVESTMENT OUTLAYS 20.9 41.5 49.6 44.3 57.4 39.2 31.1 42.1

OQ]IRALL SURPLUS/DEFICIT 22.8 -h2.5 -67.0 -83.2 -110.7 -47.9 -23.7 -6.5

ScOvre#t: Ministry of Treasury
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Table 11: REVEUIES IN THE SERVICES BUDGET IN. RELATION TO GNP

(Per cent)

1960/61 1961/62 1962/63 1963/64 1964/65

Total revenues 20.9 23.3 21.4 23.4 24.9

Tax revenues 12.8 11.9 12.7 14.5 1L.6

Total revenues excluding
surplus from enterprises 18.2 20.3 17.3 19.6 20.8

114. The share of government revenue in GNP has increased between
1960/61 and 1964/65, e-ven if the surplus of enterprises is excluded. The
increase has been particularly marked after 1962/63. Moreover, the surplus
from the Social Security Fund is not included among budget revenues although
it is an important source of public saving. If it were included, the share
of government revenues in GNP would have been about 30% in 1964/65.

115. The following table gives the pattern of current revenues in the
Services Budget:

Table 12: STRUCTURE OF CURRE1NT REVENUES

(As So of total revenues)

1960/61-
1960/61 1961/62 1962/63 1963/64 1964/65 1964/65

Average

TAX REVENUES 56.9 49.3 57.6 58.7 58.6 56.4
of which:

Customs revenue (28.6) (28.1) (33.7) (32.8) (32.1) (31.3)

NON-TAX REVENUES 29.1 38.0 23.6 25.2 24.9 28.0

SURPLUS OF ENTERPRISES 14.0 12.7 18.8 16.1 16.5 15.6

Total 100 100 100 100 100 100
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The surplus from enterprises is mainly the result of the high profits of
the Suez Canal Authority. In 1964/65 the surplus from the Suez Canal
accounted for about 60% of the total surplus of the business sector (LE 50
million out of LE 84 million). Usually the surplus from enterprises tends
to be overestimated in the budget estimates. During the three years
1962/63-1964/65, the estimated surplus amounted to a cumulative total of
LE 281 million, whereas the actual receipts reached only LE 223 million.
The profits from the Suez Canal are ordinarily in line with the budget
figures; it is the industrial profits which tend to be overestimated.

116. Non-tax revenues include services revenues, miscellaneous re-
ceipts (profits from currency operations, royalties) and the so-called
extraordinary receipts (profits from foreign exchange transactions, re-
ceipts from confiscated land and properties). A substantial share of
Services Revenues consists of profits from sales of commodities by the
Ministry of Supply. This Ministry incurs losses on the purchase and sale
of certain goods, particularly wheat and flour and these losses appear in
the Expenditure account under cost of living subsidies. However, not all
the various goods bought by the Ministry are sold at a subsidized price.
Some, such as tea and a part of the sugar crop, are sold at a higher price
so that the Ministry is able to make a profit.

117. In the U.A.R. great reliance is placed on indirect taxation, which
is not uncommon in underdeveloped countries (see Table A 23). From 1960/61-
1964/65 indirect taxes accounted for more than two-thirds of total tax rev-
enues. The system of indirect taxation relies heavily on import duties,
which account for more than one-half of the total. Import duties on tobacco
account for one-half of total import revenues. Revenue from import duties,
as a percentage of the value of imports, has remained more or less unichanged
between 1960/61 and 1964/65 - the average for the period being 390. If
tobacco were excluded the burden of import taxation would be around 22-23%
of import value which is not out of line with other countries. The U.A.R.
authorities belleve that it will be possible to increase import duties in
the near future. The stabili-zation measures of last December did include a
nu-mber of such increases.

118. Direct taxes on individuals and companies, accounted for only 18%
of total revenues. The Business Profit tax is the most important source of
direct tax revenues and contributes an average of 12% of total tax revenues.
The tax rate is 17% of net profits to which must be added a 10.5% defense
tax. According to the tax authorities, the administrative cost of company
taxation is very low (about 2%) and, at least for the companies of the pub-
lic sector, tax evasion and legal avoidance are negligible. The profit
tax does not, however, play the same role in the U.A.R. as similar taxes do
in many other countries in that it does not directly affect the vrolume of
public savings. If the tax rate were to be raised the effect would be to
reduce the amount which accrues to the Treasury in the form of company
surpluses, or else to reduce the amount of self-financing by companies.
Hence the only way to make a significant increase in the contribution to the
Treasury by business enterprises is for the enterprises to earn higher
profits.
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119. The yield of the land tax has remained practically unchanged
since 1956. Meanwhile, farm income has increased, but whether this justi-
fies raising taxes on agriculture is a question on which opinions in Egypt
differ. Reassessment of land values is due in 1966, but is likely to be
postponed.

120. The system of direct taxation also includes a general income tax,
separate taxes on wages and salaries and on interest and dividends and taxes
on real estate. The reduced role of property taxes after 1960/61 is the
result of a reform which transferred the revenues of land taxation to the
local authorities. Thereafter, only the defense tax paid by tenants (or by
landowners who cultivate their own land) appears among the revenues of the
central government.

C. The Business Budget

121. The Business Budget was introduced in 1962/63 as a result of the
nationalizations of 1961. Complete information on the financial flows
within the Budget and the transfers between the Business Budget and the
Services Budget are not available. The Business Budget originates a surplus
which is transferred to the Services Budget. The surplus is determined by
accounting rules to which the companies are subject. However, this surplus
from the Business Budget does not represent a net transfer since the current
operations of some enterprises need to be subsidized by the Treasury. The
difference between sources of financing and investment in the Business
Budget presumably reflects the deficits on the current operations of these
enterprises (see Table 13).

Table 13: IUVESTMENT FI'IAWCING LN THE BUSINESS BUDGET

(in LE millions)

1962/63 1963/64 1964/65 1965/66 1966/67
(prov.) (est.) (est.)

Self-financing by affiliated
companies 67.5 35.4 37.0 74.6 92.3

Government contribution to
the capital of affiliated
companies 17.8 44.8 29.0 15.1 20.1

Loans from the Treasury 115.2 188.6 178.4 167.7 176.2

Foreign loans 28.3 37.8 25.8 73.6 60.5

Total sources 228.8 306.6 270.2 331.0 349.1

Investment 228.8 302.3 246.8 305.8 316.7

Balance - 4.3 23.4 25.2 32.4

Source: MIinistry of Treasury.
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122. The sources of investment 4inancing include local loans, govern-
ment contribution to the capital of the companies, foreign loans and self-
financing by companies. Over the last three years of the Pian, self-
financing by affiliated companies showed a marked decline. The main reason
seems to have been the mounting pressure of wages and other costs while at
the same time prices were not increased. The profit margins of many
companies were therefore reduced. In the original estimates for 1964/65
self-financing was put at LE 76 million, but according to the provisional
results it reached only LE 37 million. The discrepancy between estimates
and actual results is similar to that which characterizes the forecasts of
the surplus of enterprises and reflects a generally over-optimistic view of
the results of the business sector. Self-financing for 1965/66 has also been
set at about LE 75 million; however, the stabilization measures of December
1965, which include increases in the prices of certain goods, might bring
actual results more in line with the estimates.

Table 14: INVESTJMENT IN THE BUSINESS BUDGET

(As % of total)

1962/63 1963/64 1964/65 1965/66 1966/67
(est.)

Electricity 2 6 8 13 8

Industry 36 35 32 31 29

High Dam 18 21 19 16 20

Agriculture 10 16 17 14 16

Transportation & communication 12 7 8 10 13

Others 22 15 16 16 14

Total 100 100 100 100 100

123. Table 14 shows that industry has accounted for the largest single
share of investment in the Business Budget during the last three years of
the First Plan. There was a sharp increase in investment in electricity and
agriculture and a decline in transportation. In 1963/64 total investment in
the Business Budget (see Table A 26) increased by about 32% to IE 302 mil-
lion but in the following year according to provisional estimates, it
reached only LE 247 million. Investment was reduced in accordance with
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the stabilization policies initiated in N1iay 1964 in connection with a
standby agreement with the International Monetary Fund. However, there
is some doubt about how large the reduction really was since the figure
for investment in the national accounts shows only a small decline.

D. Financing of Treasury Requirements

124. It is necessary to consolidate the Services Budget and the Busi-
ness Budget to obtain a complete picture of the financial requirements of
the Treasury (see Table 15). It is then possible to see how the overall
deficit of the Services Budget (current account deficit plus investment
outlays) and the financial requirements for investment in the Business
Budget (the difference between total investment and self-financing plus
foreign loans) have been met. A detailed analysis is possible only for
the period 1962/63-1964/65 for which comparable data is available. For
the previous two years, the total annual investment in the public sector
amounted to about LE 200 million. In 1960/61 there was a balanced current
account of the Services Budget, followed by a deficit of LE 17 million in
1961/62. Net credit expansion was of the order of LE 39 million in 1960/61
and LE 80 million in 1961/62.

125. The demands upon the Treasury increased sharply in 1963/64,
mostly as a result of the expansion of investment in the Business Budget
from LE 228 million to LE 302 million (see Table 13). At the same time
self-financing by companies in the Business Budget declined from LE 67
million to LE 35 million. The investment expansion together with the re-
duced self-financing led to a substantial increase in government contri-
butions to the capital of the companies and in local loans from the Treas-
ury. In 1964/65, however, investment in the Services Budget declined by
about LE 18 million and, according to the provisional estimates investment
in the Business Budget decreased by more than LE 50 million.

126. During the last three years of the Plan, the Treasury has been
able to increase budgetary saving but there have also been large fluctu-
ations in government borrowing from the banking system. The surplus of the
Social Security funds has more than doubled between 1962/63 and 1964/65 and
has accounted for more than one-third of total extra-budgetary resources.

127. rThe Social Security funds are now an important source of public
savings. The Pension and Insurance Authority administers the pension funds
for about 800,000 government employees while the Social Insurance Authority
covers more than 900,000 participants employed by the government companies
and private enterprises: premiums for the pension and insurance scheme of
government employees are 22.5% of the salary (10'% paid by the employee and
12.5% by the Government). Premiums under the Social Insurance Scheme are
33% of the salary, 10% paid by the employee and 23%0 by the Government:
farmers are the largest group not yet covered by any social insurance
scheme.
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128. The surplus of the Social Security funds is almost entirely trans-
ferred to the Treasury and is intended to be allocated to investment expend-
itures. In fact, some of these funds were used to finance the current
deficit of the Services Budget between 1962/63 and 1964/65.

129. As it can be seen from Table 15 both in 1963/64 and 1964/65 a sub-
stantial amount of the proceeds of sales of agricultural surpluses received
under PL 480 have been made available for Treasury financing. Mliscellaneouis
receipts include such items as Treasury use of other funds of enterprises,
sales of savings certificates, etc.

130. In 1962/63 one-third of the financial requirements of the Treas-
ury were obtained from the banking system. In 1963'64 credit expansion
covered more than 40% of total requirements, while in 1964/65, reflecting
the stabilization measures taken during that year, the reliance on the
banking system was reduced, although not to the extent indicated by the
provisional figures (see paragraph 113).
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Table 15: TREASURY REQUIREMENTS AND FINANCING

(In LE millions)

1962/63 1963/64 1964/65 1965/66 1966/67
(prov.) (est.) (est.)

1. Requirements

Services Budget current
account deficit 38.9 53.3 8.7 -7.4 -35.6

Investment outlays in the
Services Budget 1/ 44.3 57.4 39.2 31.1 42.1

Government contribution to
affiliated companies 17.8 44.8 29.1 15.1 20.1

Loans to companies 115.2 188.6 178.4 1"67.7 176.2

Tota' 216.2 344.1 255.4 206.5 202.8

2. Financing

Postal Savings Bank 7.9 11.4 8.8 10.0 5.1

Pensions and insurance
authority 25.6 34.5 50.0 50.2 57.0

Social Insurance
Organization 24.5 35.3 50.1 59.1 72.0

Savings certificates - - 6.2 - 15.0

Releases from PL 480 - 40.5 46.1 20.0 -

Drawings of Government on
cash reserves and other
balances 39.7 21.1 2.1 3.0 -

Miscellaneous receipts 48.5 41.3 72.9 47.2 36.7

Sub-total 146.2 194.1 236.2 189.5 185.8

Net bank claims 70.0 150.0 19.2 17.0 17.0

Total 216.2 344.1 255.4 206.5 202.8

1/ Excluding investment financed by ovm resources of local administrations.

Source: Ministry of Treasury.
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E. Money and Prices

131. The following table shows the changes in the money supply in re-
lation to GNP and the behavior of prices.

Table 16: MONEY AND PRICES

Money Supply- Cost of Lving-/ Wholesale Prices2

1959 - 100 100

1960 28 101 lO

1961 28 101 102

1962 30 98 101

1963 26 99 100

1964 27 103 105

1965 June - 116 113

1965 Dec. 30 125 117

1/ As % of GINP: end December figures
2/ 1958 = 100

132. Prices remained fairly stable until the end of 1964, which was
perhaps to a large extent the result of widespread price control and
changes in the money supply were not necessarily reflected in the movement
of prices. For example between December 1960 and December 1962 the money
supply rose by 16% and GNP by 12% but the cost of living declined. After
the end of 1964, however, the money supply increased more rapidly, by about
20% per year and prices have also risen substantially. MvIoreover, other
signs of inflation have appeared such as shortages of various consumer
goods, some black markets and a further deterioration in the balance of
payments.

F. Present Situation and Prospects

(i) The Stabilization Measures of December 1965

133. The original 1965/66 budget aimed at a further reduction of the
financial requirements of the Treasury from LE 255 to LE 207 million. The
Services Budget was to produce a small surplus of LE 7 million. (See
Table 15). However during the first five months of 1965/66 the general eco-
nomic situation, including the financial situation of the Central Government
rapidly worsened. An expansion of credit to the Government of LE 44 million
became necessary. During the same period in 1964/65 credit expansion had
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amounted only to LE 7 million whille the total fotr the entire fiscal year had
been kept within LE 20-30 million. The rising trend in public expenditures,
together with the deterioration in the balance of payments led the Govern-
ment to undertake a comprehensive program of stabiliiation measures in
December 1965.

134. On the revenue side, excise duties were increased, particularly
on beverages and cigarettes; custom duties on consimer durables (including
cars) and other non-essential consumption goods were also raised, in some
cases by more than 100%. Direct taxes, in particular the defense tax, were
raised as well. In addition the prices of numerous goods produced by
government-controlled companies were increased.

135. On the expenditure side, the subsidy for bread was reduced 'oy
raising the extraction ratio of flour. Since bread accounts for about one
half of total subsidies, this measure sh'ould reduce subsidies from LE 35
million to LE 28 million. Higher prices on sugar sold in excess of the
ration, on tea, milled rice, etc., and on other items were supposed to in-
crease the profits of the Ministry of Supply by about LE 15 million compared
to the Budget estimates. As a result of these measures, the commercial
operations of the Ministry of Supply should produce a surplus of about LE 17
million as against the estimated deficit of LE 5 million. Investment ex-
penditures have also been reduced by about LE 25 million, thus bringing the
total to LE 320 million, from the estilmate of LE 345 million.

136. A full evaluation of the impact of the stabilization measures
taken in December is not yet possible. It seems, however, that the general
economic situation has continued to deteriorate during the first quarter of
1966. This is particularly true of the financial situation of the Government.
The additional revenues from the various tax increases of last December have
been less than expected. The demand for certain goods on which excise taxes
had been raised (e.g., cigarettes) has proved more elastic than expected.
The consumption of sabsidized goods such as bread has not declined as fore-
seen and therefore the expenditure on cost of living subsidies has remained
high. The greatest burden on the Treasury has been the continuation of the
military expenditures. Provisional data for the first six months of 1965/66
already indicate expenditures for LE 90 million (estimates were put at
LE 142 million for the whole year). As a result of these unfavorable de-
velopments, borrowing from the banking system has continued at a rate of
about LE 10 million a month and it is not unlikely that the final deficit
will be in the range of LE 130-150 million as against the original estimate
for 1965/66 of a small surplus of LE 7 million. This would be as large as
the deficit in 1963/64.

(ii) The 1966/67 Budget

137. The 1966/67 budget has iust been presented to Parliament. A few
changes have been introduced in the presentation of the figures. Tne sur-
plus from the enterprises in the Business Budget no longer appears among
the revenues of the Services Budget. This explains why, notwithstanding a
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greater increase in revenues than in expenditures, the current account of
the 1966/67 Budget shows a de-icit while a small surplus of LE 7 million
appeared in the 1965/66 estimates. According to the old presentation, the
1966/67 budget would indicate a surplus of about LE 36 million in the
current account of the Services Budget. Expenditures are estimated at
LE 626 million which is about 11% higher than the estimates for 1965/66;
defense expenditure accounts for 50% of the increase. Revenues are sulpposed
to rise by more than 16%. Tax revenues and the surplus from enterprises w_ll
not change substantially. The sharpest increase is in non-tax revenue
(from LE 105 million in 1965/66 to LE 182 million in 1966/67).

138. The presentation of the Business Budget has also changed substan-
tially and the most interesting feature is an attempt to present a capital
account showing uses and sources of capital. Again, as in the previous
years, the current operations of some enterprises will have to be subsi-
dized. The amount for 1966/67 is LE 27 million. Investment in the Business
Budget will be LE 317 million (LE 306 million in 1965/66). Total investment
of the public sector, including direct investment in the Services Buldget
and investment by local administrati4ons will reach LE 368 million (LE 346
million in 1965/66).

139. The two major sources of financing are self-financing by companies
(LE 92 million), social security funds (LE 129 million) and foreign loans
(LE 60 million). After allowing for other expenditures on capital account,
such as repayment of loans, participations in the capital of affiliated
companies, etc., the banking system will have to provide about LE 17 mil]ior'.

VII. INTERVATIONAL TRADE AITD PAYMENTS

A. Introduction

140. International trade plays an important role in the Egyptian
economy and since cotton has until recently dominated Egypt's exports th.e
country's economic fortunes were closely bound up with its cotton crop.
The development of other exports since the war has done something to reduce
this dependence; in the early fifties cotton goods represented 82/J of
total exports wihile in the last few years they were about 68% of the total.
This reflects larger exports of rice, oil products and to a lesser extent
manufactured goods.

141. An index of the volume of Egypt's export shows virtually no clear
trend between 1938 and 1958; the export volume seems to have remained ap-
proximately constant. This is in marked contrast to that of underdeveloped
countries in general which increased their exports by about 50%. Export
prices, however, been higher since the war, particularly during the
Korean boom. In the period since the Korean boom, the value of Egyptian
exports, although showing considerable fluctuations, does show an increasing
trend which is around 3% per year. imports were also very high during the
Korean boom but after dropping sharply in 1952-54 they rose only slightly
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faster than exports until 1960 after which they began to increase very
rapidly. Consequently, the deficit in the balance of payments grew larger
and Egypt's foreign debt began to mount. The rise in the deficits was the
consequence of the increasing investment unmatched by increased domestic
savings.

142. The slow growth of exports since the war has brought about a
reduction of the proportion of exports to G.N.P., from 17.5% in the late
'forties and early 'fifties to about 13%. On the other hand the rise in
imports in the last few years has been faster than that of G.N.P. and the
proportion of imports to G.N.P. is now about 20% as compared to 18% ,ten
years ago.

B. The Balance of Payments

143. Egypt has had a deficit in its currernt balance of payments in
almost every year since the war. During the early 'fifties the deficits
were generally modest and were financed by the use of some of the large
foreign exchange reserves, mainly sterling assets, accumulated during the
war. As a result, the country resorted only occasionally to foreign borrow-
ing and the external debt was still low at the end of 1958. After 1960 the
deficit increased sharply and has now become the economy's most pressing
problem. Despite a substantial increase in the inflow of grants and loans
repayable in local currency, the remaining foreign exchange reserves were
used up and a large external debt was incurred.

144. The broad movements of the balance of payments since 1952 are
summarized in the following table:
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Table 17: BALANCE OF PAMtENTS

(Annual averages in millions of U.S. dollars)

1952/53-55/56 1956/57-59/60 1960/61-64/65 1963/614 1964/65
Current Account:

Trade:

Exports 398.5 466.5 506.5 559.1 563.0
Imports -506.8 -628.3 -828.4 -987.4 _906.2

Balance -108.3 -161.8 -321.9 -428.3 -343.2

Invisibles:

Suez Canal receipts 85.7 103.3 161.8 171.1 190.4
Other receipts 1143.6 135.5 139.0 140.1 164.5
Expenditures -173.6 -153.7 -196.7 -206.5 -211.8

Balance 55.7 85.1 1014.1 104.7 143-1

Balance on Current
Account -52.6 -76.7 -217.8 -323.6 -200.1

Capital Account:

Grants and local
currency loans - 20.2 120.7 i44.9 11)4.3

Foreign currency loans
and other receipts 8.4 13.7 1141.1 238.5 257.1

Total receipts 8.14 33.9 261.8 383.4 371.14

Debt repayments and
other payments -8.1 -33.0 -93.6 -1L6.1 -199.0

Balance 0.3 0.9 168.2 237.3 172.4

Overall Financial Deficit:

Total -52.3 -75.8 -50.1 -86.3 -27.7

Financod by*,
Use of foreign ex- -60o2 -69.2 -29.0 -1.8 -314.7

hndrgaeregerves - -5.O -19.5 -18.6 -2.1
Non-resident accounts

( - means increase) 5.3 -20.7 -6. 5 -55.0 16.1
Errors and omissions 2.6 19.1 4.9 -10.9 -6.8
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145. Despite a significant increase in the net surplus from invisibles,
the deficit on current account increased from an average of $76.7 million
in the late 'fifties to $218 million during the last five years. In addi-
tion, payments had to be made for compensation of the Suez Carnal Csmpany
and other properties, and the first installments fell due on the new debt.
In total, these payments rose to an average of $94 million; an increase of
$60 million over the previous four years. This meant that the U.A.R. had
to finance, on average, a total of $312 million, corresponding to 37.8% of
total imports, instead of only $110 million during the late 'fifties.
Fortunately, assistance from the United States in the form of grants and
loans repayable in local currency increased from $20 million to $120 million.
If this is taken into account, the remaining financing deficit increased
from an average of $90 mil'lion to $192 million. It was covered by the use
of foreign exchange reserves and drawings on the IIF, amounting to $50
million while an average of $140 million per year was borrowed.

i46. There is reason to believe that the balance of payments estimates
just given understate the current account deficits actually incurred. These
estimates are based on foreign exchange control data; i.e., on payments, and
until recently did not include some imports received as grants or on credit.
For imports on credit, only the down payment was recorded at the time of
payment, while the subsequent payments were added to imports at a later
date. To get an idea of the margin of error involved, an attemot has been
made to estimate the cumulative deficit for the period 1959-65 by way of
information on its financing. This information comes from several sources
and is also subject to some margin of error. Consequently, the estimates
summarized in the following table are necessarily tentative.

Table 18: FINANCING OF THE BA1ANCE OF PAYMEITS, 1l959-1965

(in US$ millions equivalent)

Net long-term borrowing 720
Grants and loans repayable in local currency 900
DIF drawings 90
Use of foreign exchange reserves 50
Increase in net deficit on bilateral accounts 30

Total 1,790

Compensation for Suez Canal Company
and other property 170

Balance 1,620
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147. According to this estimate, the U.A.R. financed a total deficit
of about $1,800 million, of which between Q170 to $200 million was attrib-
utable to compensation payments for the Suez Canal Authorities and similar
claims. The balance of $1.6 billion represents the financing of the cur-
rent account deficit. In comparison, the balance of paynents shows a
deficit of only $1.2 billion. The difference of about $400 million may,
therefore, be regarded as a rough indication of the extent to which imports
in the balance of payments have been underestimated. It should be noted
that this estimate does not take into account an increase in short-term
banking and commercial debts over the period. But the error involved may
be offset, at least to some extent, in that some receipts such as those
from tourism, may have been underestimated. Whatever the figure, it seems
reasonable to assume that the deterioration of the external payments position
in the last few years was greater than the balance of payments estimates
indicate.

148. Over the last few years the Government has made a number of
attempts to stabilize the balance of payments. In 1962 the exchange rate
was regularized at LE 1 = US$2.30, a stand-by agreement was arranged with
the UIF and loans were obtained by the U.S., Germany and the U.K. Again
in May 1964 another program was adopted with the support of the IiEF which
led to a substantial curtailment of domestic credit expansion in 1964/65
and a reduction in public sector borrowing from the banking system. The
balance of payments also improved and the current deficit declined from
$324 million to $200 million. However, in the second half of 1965 the
situation again deteriorated and commercial and other arrears began to
accumulate. This led to the adoption, in December 1965, of the financial
measures described in paragraph 145. Unfortunately there is no evidence so
far that these measures are having the effects which were hoped for. g.gyPt
has been negotiating for extensions to various short term supplier and
banking credits and is now discussing a further arrangement with the It1F.
Egypt has also made a request to the United States for continued PL 480
assistance. The decisions which are taken on these matters will be the
major factors influencing the balance of payments in the immediate
future.

C. Exports

149. The behavior of total exports, and the composition of exports, is
shown in the following table:
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Table 19: U.A.R. EPORTS

1952/53-1955/56 1956/57-1959/60 1960/61-1964/65
$ million % $ million % $ million %

Total exports: 422.9 100 465.1 100 513.0 100

Foodstuffs 28.7 6.8 52.2 11.2 77.9 15.2

Raw materials 337.0 79.6 330.8 71.1 296.9 57.9

Fuels 3.4 0.8 8.7 1.9 36.7 7.2

Finished and semi-
finished manufactures 31.9 7.5 54.8 11.8 83.5 16.3

Other 22.0 5.2 18.6 4.0 18.0 3.5

Of which: Cotton trade

Raw cotton: 1/ 330.5 78.2 332.7 69.4 287.6 56.0

Cotton yarn 9.9 2.3 18.8 4.0 37.0 7.2

Cotton goods 5.9 1.4 13.7 2.9 23.1 4.5

Total 346.3 81.9 355.2 76.3 347.7 67.8

l/ Excluding cotton waste.

150. The gradual fall in the importance of exports of cotton and cotton
goods has been accompanied by a change in the composition of earnings from
cotton. Exports of raw cotton have declined, but the decline has been offset
by an increase in exports of yarn and fabrics. Traditionally, the U.A.R.
has been the largest exporter of long-staple cotton and despite the fall in
its exports, they still account for 60% of world trade. The main reasons
for the recent decline were the increasing requirements of the domestic tex-
tile industry, stiffer competition from other producers, mainly the Sudan,
and from man-made fibers and other types of cotton.

151. Exports of foodstuffs have growrn steadily during the past decade,
at a rate of about 11% per year, and now average about $80 million, account-
ing for 15% of total exports. The most important item is rice. Conditions
for growing rice in the U.A.R. are good and as more water becomes available
from the High Dam production can be expected to expand. Exports have grown
rapidly in recent years to 328,000 tons in 1964/65, earning $41.5 million.
The U.A.R. also exports several other food items, especially onions, either
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fresh or dehydrated, sugar, potatoes, fruits, fish and such other agricul-
tural products as medicinal herbs and flowers. Except for onions, the value
of each of these items is still small, though they have good potential.

152. Besides cotton yarn and fabrics, the U.A.R. exports small quaantities
of a variety of manufactured products. In total, these exports amounted to
$24.9 million in 1964/65, which was practically the same as in 1959/60. The
discovery of new oil deposits and the installation of new refining capacity
have resulted in a sizeable increase in production of petroleum products,
some of which have been exported in growing quantities. However, the U.A.R.
remains a net importer. In 1964/65 net imports amounted to $27.7 milliorn as
compared to $36.2 million in 1959/60.

D. Imports

153. The composition and broad movements of imports since 1952/53 are
suxmarized in the following table:

Table 20: U.A.R. RIPORTS

(Annual Averages)

1952/53-1955/56 1956/57-l959/ 199666l-l967/65
$ million % $ million % $ million 5

Consumer goods 162.6 31.4 180.2 30.5 248.9 30.6

Intermediary products 197.3 38.1 239.0 40.5 269.3 33.2

Investment goods 110.8 21.4 135.4 23.0 203.6 25.1

Other 47.1 9.1 35.7 6.0 90.3 11.1

Total 517.8 100.0 590.8 100.0 812.1 100.0

154. The increase in imports in recent years was larger than the figures
indicate. The statistics are those of the customs administration - which
differ from those in the balance of payments - and do not include such items
as military equipment, some equipment for the High Dam and some imports of
agricultural products received as a grant.

155. The increase in imports in recent years affected all main catego-
ries, but mostly consumer goods and investment goods. Consumer goods account
for some 30% of total imports. Some 56% of consumer goods imports consist of
cereals (wheat) and oils and fats, while tea, pharmaceuticals and pesticides
account for half of the rest. The increase in the imports of consumer goods
in recent years is practically entirely attributable to larger imports of
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cereals and oils and fats, mostly under PL 480 assistance. The only items in
this category which show important import savings over the years are tex-
tiles and kerosene, reflecting the growth of the local industry.

156. The increase in intermediary goods amounted to about 13% which is
notably less than that of imports as a whole. The import of some commodities
either rose only a little or actually declined as in the case of fertilizers
in which the local industry was able to take care of the demand. On the
other hand there was a marked rise in oil imports. The import componernt of
investment is high because the capital goods industry is still small. Conse-
quently, with the increase in investment, the imports of investment goods
rose faster during the past five years than all other imports. This category
now accounts for about one-quarter of total imports. Here, the Government
had some room for maneuver on the balance of payments. In fact, under the
stabilization measures adopted in 1964, investment was curtailed and the
imports of investment goods declined from $262.7 million in 1963/64 to
$212.2 millior. in 1964/65.

E. Direction of Trade

157. The regional pattern of foreign trade has changed drastically since
1956. Western Europe has been replaced by eastern Europe as the main trading
partner. Eastern -urope now absorbs some 48% of total exports. This shift
was the result of a decline in U.A.R. exports to western Europe and a con-
siderable expansion of sales to eastern Europe (Table A 36). But, imports
from western Europe have remained practically the same and the U.A.R. has a
sizeable trade deficit with this area. The deficit with the United States
has been equally large since the shipments of surplus agricultural cornmodities
started. The U.A.R. had also deficits in trade with other maior areas of the
world. The statistics indicate a surplus with eastern Europe but imports
are understated and the bilateral payments agreements indicate that the actuel
trade balance resulted in a deficit.

158. The availability of markets in eastern Europe has clearly been of
considerable importance for the U.A.R. The decline of cotton exports to
western Europe has for example been matched by a growth of exports to eastern
Europe. Whereas in the early 'fifties, the U.S. and western EuroPe took
about 60% and eastern Europe 20% of raw cotton exports, the position today
is approximately the opposite. Trading with eastern Europe under bilateral
arrangements does however mean that a corresponding amount of imports has to
come from these countries whereas in practice imports from hard currency
countries tend to be preferred since they are generally cheaper, more readily
available and of better quality.

F. External Debt

159. The external debt of the U.A.R. as at the end of June 1966, is
summarized in the following table:
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Table 21: EXTERNAL PUBLIC DEBT

(In US$ millions: June 30, 1966)

Including Undisbursed
undisbursed Disbursed balance

Long-term debt:

In convertible currencies 759 626 133
Under bilateral arrangements 903 367 536

Total 1,662 993 669

I.M.F. 121 121 -

Short-term debt - 250 -

New credit agreements with
eastern European countries - 452

160. The figures in this table and those in subsequent tables in this
section do not include military credits received from eastern Europe, nor
any amount for claims for compensation of sequestered and nationalized
foreign property.

161. Of the long-term debt of $1.7 billion, 46% is repayable in con-
vertible currencies and 54h% to bilateral agreement countries mainly in
eastern Europe. Some $670 million remain undisbursed, mainly because more
than half of the loans from eastern Europe have not yet been disbursed.
Thus, the disbursed debt outstanding amounts to about $1 billion, which
represents an increase of $830 million since the end of 1958, as shown below.

Table 22: DISBURSED EXTERNAL PUBLIC DEBT

End of 1958 June 30, 1966 Increase
$ million % $ million % $ million

Debt repayable:

In convertible currencies 129 80.1 626 63.0 497

In eastern European
currencies 32 19.9 367 37.0 335

Total 161 100.0 993 100.0 832
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162. Of the disbursed debt, 63% is repayable in convertible currencies
and 37% in eastern European currencies. This relationship may change in the
next few years in view of the new credits which have been made by the eastern
European countries in recent months. The major creditors of the U.A.R. are
listed in the following table, and in detail in Table A 39.

Table 23: EXTERNAL DEBT OUTSTANDING

Including Undisbursed
undisbursed Disbursed balance

$ million % $ million d $ million d

Total debt 1,662 100.0 993 100.0 669 100.0

Debt in convertible
currencies 759 45.7 626 63.0 133 19.9

Kuwait 119 7.2 119 12.0 - -
West Germany 148 8.9 113 11.4 35 5.3
U.S.A. 132 7.9 112 11.3 19 2.9
Italy 123 7.4 89 9.0 34 5.1
Others 237 14.3 193 19.4 44 6.6

Debt to eastern
Europe 903 54.3 367 37.0 536 80.1

U.S.S.R. 711 42.8 338 34.0 373 55.8
Czechoslovakia 47 2.8 12 1.2 35 5.2
East Germany 21 1.3 5 o.6 16 2.4
Others 1/ 124 7.5 12 1.2 112 16.7

1/ Including Yugoslavia and Communist China.

163. The U.S.S.R. is already the largest creditor. Kuwait, which
started lending about two years ago is the second largest creditor or, the
basis of loans already disbursed. The U.A.R.'s indebtedness towards the U.S.
has remained fairly small because most U.S. assistance has been in the form
of PL 480 and other project loans repayable in local currency. However, the
PL 480 agreement signed earlier this year provides that part of the assis-
tance must be repaid over a number of years in hard currency and, in line
with current practice, any future project loans will also be repayable in
dollars. The Bank made one loan to the U.A.R. in 1959 for the improvement of
the Suez Canal. Of the original amount of $56.5 million, some $17.0 million
has been repaid and $39.5 million is still outstanding.

164. The debt service in 1967 is estimated at $168.2 million, which
corresponds to about 18% of the gross foreign exchange earnings in 1965.
This reflects the whole debt burden on the economy since there is little, if
any, private external debt or private foreign investment. However, it does
not include any payments on account of compensation of sequestered or nation-
alized property or for service on the military credits from eastern Europe.
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165. The Goverrment made its first compensation settlement in 1964 with
Switzerland. Since then, additional agreements have been reached with Italy,
Lebanon, Denmark and France. An agreement with the Shell Company, which was
one of the principal outstanding claims, has recently been signed. Disculs-
sions with Greece and Belgium have been held in recent months but, so far as
is known, no agreement has yet been signed. Besides these two, the more
important claims which still remain to be negotiated are those with the
Netherlands, Sweden, and the United Kingdom. The agreements which have been
reached so far are patterned on the Swiss model, which provides a framework
for the transfer of indemnities. In this case, full settlement has to be
made over a period of eight years, by way of equal annual installments, ha'af
of which can be used to pay for tourist expenses in the U.A.R. while tlhe
remaining half can be used to pay for 30% of exports other than raw cotton
and rice. The annual amounts to be paid for compensation, if this model
were followed in all other cases, may correspond to about 5%0 of the serv4ce
on the long-term debt.

166. The debt service payable, respectively, in convertible currencies
and in eastern European currencies is summarized in the following table and
in detail in Table A 40.

Table 24: ESTIMATED SERVICE PAYMENTS ON EXISTING DEBT

(In US$ millions equivalent)

In convertible In eastern Euronean
Year Total currencies currencies

,96611 102.1 92.4 9.7

1967 168.2 120.0 48.2

1968 155.0 103.5 51.5

1969 145.1 93.4 51.7

1970 187.1 89.4 97.7

1971 167.3 71.3 96.0

1972 149.5 59.8 89.7

1973 126.7 42.4 84.3

1974 114.1 34.9 79.2

1975 99.6 27.2 72.4

1/ Second half of the year only.



- 58 -

167. The service on the long-term debt will remain high during the next
few years; higher in fact than these figures indicate because they do not
include the service on some credits amounting to $87.6 million, for which
the amortization terms had not yet been determined, nor any servLce on
account of military credits or compensation.

168. As the table shows, in the next few years the debt serv:ce in
eastern European currencies is much lower than the service in convertible
currencies. Debt service in eastern European currencies in 1966 corresponds
to approximately 16% of the earnings from eastern Europe. The correspoinding
ratio for the debt service in freely convertible currencies is estimated to
be about 22%.

169. Although the service on the long-term debt is quite substantial the
main problem for the immediate future is the short-term. debt. Besides re-
purchase obligations to the IMF, the U.A.R. has accumulated some $250 million
in short-term commercial bank credits. Egypt has been using this form of
credit for many years but the amount has now grown so large that it is be-
coming difficult to handle. Finally, there is only a small margin left on
bilateral accounts, which show a combined deficit of $300 million. As
against these liabilities the U.A.R.'s foreign exchange reserves are negli-
gible but holdings of gold amount to $140 million. Thus the U.A.R. has an
acute liquidity problem at the present time and commercial and other arrears
have begun to mount. There is therefore an urgent need for a sharp improve-
ment in the balance of payments.

VIII. THE FUTURE

170. As it enters the period of its Second Five-Year Plan the U.A.R.
faces a long-term problem which has two aspects; firstly, to maintain a
reasonable growth rate such as that achieved under the first plan but relying
to a much greater extent on domestic savings and correspondingly less on
foreign borrowing, and secondly, to increase the rate of growth of foreign
exchange earnings. These are the two areas where the events of the last five
years departed from the intentions of the original plan and which have
created the present difficulties.

171. A new Plan has been under preparation for several months and
many of the proposals for specific sectors have already been mentioned and
discussed. There was, however, much discussion regarding the total of in-
vestment which was to be attempted during the next five years. At one stage
a figure of LE 2.5 billion had been proposed. It has now been announced
that investment under the new plan is to be LE 3.2 billion but to be ex-
pended over seven years (beginning in 1965/66) instead of five. This makes
a significant difference because investment will increase throughout the
period and will therefore be substantially greater at the end of the plan
than at the beginning. A total investment of LE 3.2 billion over seven
years, assuming that it grows steadily from its present level, implies a
growth in investment of about 7.15% per year and this would mean a total
investment over the first five years of LE 2.1 billion. In effect, there-
fore, the investment plan has been reduced by LE 400 million over five years.
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172. The rate of growth of investment would be significantly less
than during the First Plan, but assuming an unchanged capital-output ratio,
would nevertheless permit a growth of GNP of about 7.2% per year. Assuming
an even growth of investment the ratio of investment to GNP would be main-
tained at approximately the present level of about 18%. The size of the
investment program, taken by itself, is not unreasonable or out of line with
economic requirements. The central question, however, is how the investment
is to be financed; how much of the program is to be financed by domestlc
savings and how much by foreign resources. The following table gives a
number of alternatives:

Table 25: FINANCING OF INVESTMENT - 1965/66-1969/702/

(In LE millions)

A L T E R N A T I V E
I II III

Total investment 2,100 2,100 2,100

Domestic savings 1,721 1,785 1,681

Net capital inflow 379 315 419

Marginal savings rate
(percent)

i) With growth of 7.2% 20.9 23.8 18.7
ii) With growth of 6% 25.7 29.4 -

The Government intends to rely on external financing for 15% of the required
investment as compared to 27%4 for the previous plan. This would mean a net
import of capital of LE 379 million over the next five years and would imply
a marginal savings rate of about 21%. This is much more realistic than the

1/ For details of the figures underlying Table 25, see Table A 38. These
projections were prepared in the spring of 1966. It has since become
clear, however, that investment in 1965/66 was somewhat less than the
plan called for and, more important, the balance of payments deficit was
larger. This means that investment in 1966/67 will have to be cut and
will therefore be even further behind the plan. These developrments
spring from the U.A.R.'s short-term balance of payments difficulties; in
effect the resumption of investment on the scale envisaged by the plan
will have to be postponed until the short-term. problem is overcome.
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rate of 43% which was implied in the first plan. Considering the degree
of control which the government has o-ver economic processes in the U.A.R.,
which enables it not merely to adjust the tax structure but also the prices
charged by government enterprises and utilities, an increase in the marginal
savings rate from 19% to 21% should not be too burdensome. The other
alternatives illustrate the effect of changes in savings on the net capital
inflow. For example, net capital inflow could be reduced to LE 315 million
if the marginal savings rate could be raised 24%. Finally, alternative III
shows that if the marginal savings rate remains what it has been during the
last five years the net capital inflow required would be LE 419 million.
The ease or difficulty of providing the necessary increase in savings depends
on the rate of growth of national output. For the purpose of comparison
Table 25 also shows what the marginal savings rates would have to be if the
national output were to grow at only 6%, as might hapPen as a result, for
example, of an uneconomic choice of projects or of output being held down by
an insufficient supply of foreign exchange.

173. The indicated savings target and the required net inflow of capital
are, at least in theory, compatible with different rates of growth of foreign
trade, from a strong expansion of both sides of the balance of payments to
no expansion or even a decline. The First Plan assumed no increase in im-
ports, in spite on an increase in total domestic demand in the order of 40%.
Such a development would require a great diversification of new production.
But, the possibilities of establishing the production of a wide range of
new commodities in a relatively short time is limited. This was demonstrated
by what happened during the First Plan; the actual demand for imports greatly
exceeded the forecast. It is also questionable to what extent the production
of a wide range of commodities for a limited market would have represented
an economic use of resources. There is, perhaps, some critical rate of growth
of imports below which a growth of around 7% of GNP is very diffLcult or
even impossible to achieve. Unfortunately, nobody knows what the critical
rate is, nor what would be the optimal expansion of foreign trade. But it
seems certain that the desirability of increasing exports, and thereby the
capacity to finarnce imports, is very great. Since the ratio of imports to
GNP in the U.A.R. is fairly high at present (around 20%) and since the Govern-
ment is trying hard to develop import saving industries, it could be argued
that the growth of imports could be somewhat slower than that of GNP. This
is an area of economics in which uncertainty is very great.

174. A second reason why a greater increase in exports is desirable is
the rising external debt. The U.A.R. already has a substantial external
long-term debt with debt service at present amounting to more than 167 of
foreign exchange earnings. But the economy still needs to import capital and
the external debt will increase. Unless foreign exchange earnings also rise
the growing external debt will impose an increasing burden on the balance
of payments.
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175. The U.A.R. is, however, an export oriented economy; even apart from
cotton it produces a number of commodities which can be exported and could
produce more. There is no reason to believe that exports could not increase
at a satisfactory rate providing the requisite policies are followed. To
increase exports requires firstly an increase in production of exportable
commodities. Secondly, consumption must be kept under control so that some
of the additional production remains available for export; this is a matter
of decisive importance in view of the experience in the first plan when this
condition was not met. Finally, there are prob'ems of marketing to be over-
come and exports of manufactured products must be offered at a competitive
price. Assuming, therefore, that these conditions are met a fairly conserva-
tive estimate indicates that over the next five years Egypt's annual foreign
exchange earnings could increase from LE 400 million to LE 548 million. De-
tails of this estimate are given in an Annex. If exports do increase by this
amount, then taking into account the net inflow of capital of LE 379 million
as given in Table 25 imports could increase at approximately 6.5% per year,
a rate which ought to be sufficient to permit a satisfactory rate of growth
of production. If the net inflow of capital were to be only LE 200 million
the rate of growth of imports would have to be reduced to only 5.5% per year.

A. Creditworthiness and Conclusion

176. At the end of June 1966, Egypt's long-term debt was $1.7 billion
of which $993 million were disbursed and outstanding. Debt service on
the disbursed debt now amounts to about 18% of foreign exchange earnings.
To finance the investment plan on the assumpt ons made above would require a
net capital inflow of $872 million (the equivalent of LE 379 million; see
para. 172) over five years or $676 million over four years. This would
raise the disbursed debt to $1.7 billion by 1970. The debt service would
depend on the terms on which the additional debt were obtained. If the
debt service on all the new borrowing (other than that on the present undis-
bursed debt) were to require service payments of 10% of the principal amount,
which is a rough measure of the service on "conventional borrowing," then
debt service at the end of four years would be about 17%. However, to assume
such terms is, in practice, to assume a considerable improvement in the
structure of Egypt's debt since the present debt service amounts to 16.8% of
the disbursed debt. If there were to be no improvement in the terms of
borrowing debt service in 1970 would be 20.6% of foreign exchange earnings.
(Both figures exclude payments for compensation, which are not likely to
exceed 1% of foreign exchange earnings, and for military credits.) It is not,
of course, possible to foresee the terms on which the new borrowing will take
place. A substantial amount is likely to be obtained from eastern Europe on
terms which involve debt service which may vary from 10 to 20% of the princi-
pal amount. On the other hand Egypt may obtain PL 480 assistance from the
United States on terms much more favorable than ';conventional borrowing."
Loans from Kuwait involve debt service of about 8.9% of the principal amount.
There are a great many different possibilities but it is clear that unless
the terms of the loans needed for the new plan are more favorable than those
which Egypt has obtained hitherto the relative debt burden will, at least
for a time, increase. In other words, considering the period as a whole,
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the total external debt is rising faster than the growth of exports or GIP.
However, on the assumpt_ons made here about the behaviour of savings and
investment, this would not be true after 1970.

177. To increase the disbursed debt by $676 million would require a
considerably larger amount of gross borrowing. Debt repayment over the
next four years amounts to $555 million so that, even without allowing for
any repayments on new debt within the period, the gross borrowing require-
ments would be $1.2 billion. Since Egypt already has a substantial amount
"in the pipeline" (about $669 million) the new commitments needed could be
less than $1.2 billion to the extent that the amount "in the pipeline" could
be reduced. They would be increased, of course, by any repayments of new
debt which had to be made during the four-year period. There is also the
problem of short-term debt. The U.A.R. has a short-term debt consisting of
$250 million of commercial bank credits, repurchase obligations to the IvIF
of $121 million and some accumulation of commercial arrears the exact amiourit
of which is unknown. There is also the deficit on the bilateral accounts
amounting to about $300 million. The short-term debt can be dealt with, in
principle, either by reducing it or re-financing the balance of payments
while the latter would add to the long-term debt although not by a great
deal. The addition of, say, $250 million of long-term debt would add perhaps
two percentage points to the debt service ratios given above. However, it
seems unlikely that Egypt can count on a major re-scheduling of its short-
term debt so that an immediate improvement in the balance of payments becomes
highly desirable.

178. The conclusion which may be drawn is that an investment plan of
LE 2.1 billion over five years can only be regarded as a reasonable target
if certain conditions are met. To sustain such a development, savings
will have to be higher than they were in the past if reliance on external
borrowing is to be held within manageable limits. It is encouraging to
note that the necessary increase in savings should be within the capacity
of the economy if the rate of economic growth is maintained at around the
6.5 to 7.5% which it is not unreasonable to expect. Whether the necessary
increase will in fact be made is, however, a question of the priority
which the Government attaches to it. In the end, the development of the
economy, as well as the creditworthiness of the U.A.R. depends, as in all
countries, upon a decision by the Government to give sufficient priority
to mobilizing the country's own resources and to keeping foreign borrowing
within the limits set by the balance of payments and the capacity of the
economy to repay.
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CURRENCY EQUIVALENTS

1 Egyptian Pound (LE) = 2. 30 US dollars P

1 US dollar = LE 0.435

LE 1 = 100 piasters 1000 milliemes

Prior to May 7, 1962, the rate was LE 1 = $2. 87

WEIGHTS AND MEASURES

1 square kilometer = 0. 386 square miles
1 feddan = 1. 038 acres
1 square kilometer = 238 feddans

The metric system is used in the United Arab Republic, and
all tonnages are expressed in metric tons unless otherwise specified.

FISCAL YEAR

The Government's fiscal year ends on June 30.
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FUTURE FOREIGN EXCHANGE EARNINGS

1. The following estimates of possible future earnings of foreign
exchange take into account the probable behavior of production and the
state of foreign demand. Although there is, of course, some uncertainty
in these factors the major unknown influence on exports is the behavior
of domestic consumption. Any estimate of foreign exchange earnings must
assume that potential exportable surpluses will not be used at home.

2. To a considerable extent, the future movement of exports is dependent
on the growth of agricultural production which is expected to increase by
about 4l% per year, although it would not be unreasonable to hope for a sormle-
what higher rate. According to the initial estimates of the Second Plan,
this would permit a substantial increase in agricultural exports. According
to the Ministry of Planning total exports of agricultural products are
scheduled to increase from LE 160 million in 1960 to LE 252 million in
1969-70 as shown in the following table.

Table 1: EXPORT TARGETS OF AGRICULTURAL COMMODITIES
(Quantity in thousand tons - Value in LE million)

E x p o r t s

1964 a/ 1969-1970 b/

Commodity Quantity Value Quantity Value

Rice 526.7 30.4 1055 61.0

Beans 51.0 1.4 97 2.6

Sugari/ 24.3 2.6 228 5.7

Vegetables 61 2.0- 635 6.8

Onions 177.7 6.0 310 8.4

Fruits 2065 0.9 261 8.4

Cotton 291.1 16o6 415 158l.6

Total - 159.9 - 251.5

1/ Estimated
2/ Including confectionery

Source: a/ Central Bank of Egypt Economic Review, Vol. 5, No. 2, 95.
bi Ministry of Planning
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3. These estimates seem generally reasonable with the exception of that
for cotton. They are based on production targets which for some commodities
are fairly high, but which could nevertheless be achieved if agricultural
development proceeds more or less as planned. The main reservation about
these estimates stems from the assumption that prices will remain constant,
which is questionable in the case of cotton, as explained below.

4. The decisive commodities are cotton and rice. The U.A.R. is planning
a 28% increase in cotton production as a result of increased acreage and
improvements in yield. This represents an increase of 1h3,000 tons over
1964 of which 12h,000 tons have been earmarked as additional exports. The
limiting factor is the export market, which is growing only slowly. For
the U.AOR., much will depend on sales to eastern Europe. World prices are
expected to fall by about 10% in the case of medium-staple cotton as a result
of recent changes in the selling policy of the United States. There are also
reasons for thinking that the premium which long-staple cotton has tradition-
ally enjoyed will tend to decline, For these reasons it would be safer to
assume a fall in prices for long-staple cotton of approximately 25% to around
32 cents per pound. At such a price, the total value of cotton exports in
1969/70 may be about LE 14. million ($331 million), instead of LE 158.6
million ($365 million), as planned.

5. Exports of cotton yarn and fabrics are more likely to depend on the
development of external markets than on the growth of domestic production,
which is expected to be substantial. Again, there may be some fall in unit
prices, though not as great as for cotton. It has, therefore, been assumed
that exports of cotton yarn and fabrics will continue to increase at the
same rate as during the past five years. Consequently, export earnings are
estimated to increase from LE 35.4 million in 1964/65 to say, LE 60 million.
Altogether, exports of cotton, yarn and fabrics are estimated to reach
LE 200-210 million, which represents an increase of 10-15% over 1964/65.

6. Rice exports are expected to double in value over the next five years,
assuming that wheat imports continue to be available at favorable terms.
Although this is a substantial increase, it does not seem unreasonable since
rice production is expected to rise from 2 million to 3 million tons. The
assumption is, therefore, that about half the increase in output would be
available for export; markets should be able to absorb this amount, provided
eastern Europe increases its purchases materially.

7. "Other" exports consist largely of fruits and vegetables. Egypt is
eminently suitable for the production and export of fruits and vegetables
but the rate of increase will depend on the establishment of an efficient
system of grading, packing, marketing, etc, and this will take some time.
In practice, the next five years must necessarily be a period of preparatior
and substantial exports of fruits and vegetables cannot be expected until
after 1970.

8. Exports of manufactured goods, other than textiles, did not change
much during the past five years. But the outlook is changing now that the
Government is placing more emphasis on exports and is trying to induce the
enterprises in this field to export, if only a small percentage, of their
production. IWJhenever possible the Government intends to conclude new
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agreements for external financial assistance which provide for repayments in
kind, through exports from the enterprise which has received external assis-
tance. Admittedly, many of the enterprises in this branch are high-cost
producers and arrangements will have to be made for covering any price dif-
ferential which may exist. The absolute amount of these exports is still
small and it has been assumed that they will double in value during the next
five years.

9. Suez Canal receipts and earnings from tourism have been assumed to
increase at the same price as in the past, and to reach respectively LE 11-
million and LE 80 million in 1969/70. All other invisible receipts have
been assumed to remain the same, although they may increase by 1969/70 if
the Government establishes a free zone in Port Said, as planned.

10. Thus, the total foreign exchange earnings of the U.A.R., excluding
oil exports, could increase from LE 398.2 million ($916 million) in 1964,/65
to LE 548.2 million ($1,260 million) in 1969/70 as shown in the followfing
table. This represents an increase of 656% per year, in comparison with an
increase of about 3% during the past five years.

Table 2: ESTMIATED FOREIGN EXCHANGE EARNINGS

(LE million)

Exports: - 1964/65 1969/70

Food: 38.7 96.7

Onion 7.5 10.0
Rice 21.5 61.0
Sugar 1.5 5.7
Other 8.2 20.0

Raw materials:

Other than cotton 3.1 4.0
Cotton and cotton fabrics 184.47 210.0
lianufactures other than cotton 9.8 20.0
Other 7.5 7,5

Total exports 2/ 243.8 338.2

Invisible receipts

Suez Canal receipts 82.8 113.0
Travel and other 54.6 80.0
Other 17.0 17.0

Total invisible receipts 15h.4 210.0

Total receipts 2/ 398.2 54882

I/ Based on Trade Statistics
2/ Excluding proceeds froma fuel exports.
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11. Future oil exports have not been included in this estimate. It is
not yet possible to estimate to what extent production from the newly dis-
covered field in the Gulf of Suez will result in either increased exports
or reduced imports. It seems, however, reasonable to assume that the U.A.R.
will become self-sufficient in oil, perhaps as early as 1968. This estimate
is based on knowledge of the recently discovered field in the Red Sea. But
the limit of this field has not yet been delineated and it is possible that
it is larger than is now known. In addition there is the possibility of netf
discoveries in other parts of the country where considerable exploration is
taking place.

12. Against the above total of LE 549 million must be set payments on
account of invisibles, principally interest and government services abroad.
Such payments amounted to LE 92.1 million in 196h/65 and have been assumed
to rise to some LE 105 million in 1969/70; mainly to take into account
higher interest payments on a rising external debt. Consequently, this
would leave a balance of LE 443 million which would be available for filanc-
ing imports other than oil from the country's own resources.
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Additions January 1 - January 31, 1966 A-4O



TABLE Al VALUE ADDED AT 1959/60 CONSTANT PRICES, 1959/60-1963/tb 1/
(LE million)

1959/60 -1?60/(1 1961/62 1962/63 1963/614 1964/65

Agriculture 405.0 402.7 373.0 426.4 452.9 477.0

Lndustry and
mining 256.3 258.6 309.9 329.2 369.6 335.0

Electricity 9.8 12.2 16.3 18.4 18.6 22.4

Construction 2/ 47.1 44.2 73.6 83.5 96.0 92.6

Transport, corznu-
nications, storage,
and Suez Canal 92.9 102.2 116.9 127.1 144.0 157.6

Housing 73.0 73.8 76.2 77.6 78.7 80.1

Trade and financial
services 129.2 145.1 151.6 154.0 148.3 151.9

Other services 271.9 297.7 297.6 320. 361.6 398.6

T 0 T A L 1255.2 1363.5 111.1 1536.7 1669.7 1762.2

1/ At factor cost, but including excise duties and consumption taxes or subsidies.
2/ At current prices

SOURCE: Ministry of Planning.



Table A2: EXPENDITIRE ON GROSS DOMESTIC PRODUCT

(at current prices - LE million)

Years 1)59/60 1960/61 1961/62 1962/63 1963/64 196h/65

Gross national productd 1,379.0 1,h61.1 1,512.8 1,679.0 1,880.9 2,043X.9

Factor income from abroad +3.J +1.8 -0.5 -5.6 -7.0 -6.7

Gross domestic productY/ 1,375.6 1,1,59.3 1,513.3 1,684.6 1,BB7.9 2,050.6

Total exrenditure 1,371.1 1,L04.8 1,599.7 1,788.8 2,023.5 24l 26.5

Consumption

Government current expenditure 228.1 255.9 2L07.1 313.2 hol.8 131..3

Personal consumptionV' 971.6 993.3 1,101.5 1,171.0 1,249.3 1,330.9

Sub-total 1,199.7 1,2I9.2 1,31t9.7 1,4t89.2 1,651.1 1,762.2

Investment

Government investment- n.a. b5.1 76.1L 64.6 39.2 146.9

Other investment n.a. 180.5 171i.7 235.0 233.2 317.4

Sub-total 171.14 225.6 251.1 299.6 372.4 364.3

Domestic savings-/ 175.9 210.1 164.7 195.4 236.8 288.)4

Current account deficit 14.5 -15.5 -86.1 -101l.2 -135.6 -75.9

1 .At miarket prices
' Estimated as a residual

Excluding investment in the business sector

oL.ource: Minist-ry of Planning



t ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~~ ~~~~~ t

Table A3: Gross Inv3stfient. Public and Private Sectors Combined, '195,/0-31l/6562

1959/60 13960/61 1961/62 1962/63 1963/64 1964&166l56h/65-.--- , - - -- Plan Act.ua

Agriculture 16.7 16.6 17.8 20.6 30.9 32.5 117.1 118.4

Irrigation and drainage 8.6 Js.8 19.7 29.2 36.4 37.9 183.0 138.0

High D.,i 4.2 6.8 2&4.4 214. 314;8 18.6 47.4 98.6

Indstry' 49.3 67.8 50.3 80.5 105.4 99.9 41414.7 -403.9

Electricity 6.2 5.6 6.3 11.9 35*6 53.2 31.2 112.6

Transport, comnunications 68.9 66.5 148.6
35.8 45.1 49.3 279.0 294.2

3aes Caz-al 5.9 14.7 ;.2

Housing 331.1 19.1 37.8 37.6 37.4 29.6 199,0 161.5

Public utilities 7.5 7.7 10.2 13.5 8.2 1065 50.14 50.5

S- vices 12.0 12.4 23.4 28.5 38.6 32.4 112.2 135.3

Totalzn 225.6 25L1 29 9* 6 372.4 2?6 1.53,0
Cost of 1ll 5.6 7.4 11,3 Li.7 8.7 5.9 60.5 45.o
Total investxent, exluding >

la5d 16528 278 2i,816.9 1,!,}.o

/ EXCluding investment in stocks
/ Plan figures are at 195 9/60 constant prices, whereas annual figures are at current prices
/ =vestments in the Hdigh r. do not inl1tOe !. deliveries of Soviet equipment
/. rces Ydnist7y of Plsnring



Table A4 : Gross National Product at Current Prices, 1950 to 1958-/
(LE million)

1950 1951 1952 1953 1954 1957 1958

Business Sector

Agriculture 368.5 352.4 272.4 277.5 312.0 369.1 371.2
Ginning and pressing 2.2 2.3 2.5 2.8 2.9 2 2/
Mining and quarrying 2.4 2.5 2.9 2.9 7.2 11.9 10.2
Manufacturing industries 64.3 69.2 62.6 65.9 90.5 150.0 162.0
Construction / 25.1 25.1 25.0 20.3 25.4 45.7 51.4
Gas, electricity and
water 2.0 2.2 2.4 2.6 4.7 2.2 2.8

Trade (wholesale and
retail) 126.0 149.0 120.0 129.4 69.3 89.4 118.8

Brokerage, real estate
and financia4 18.6 32.7 22.7 18.1 13.8 24.9 26.4
activities
Insurance 2.2 2.8 2.4 2.7 2.8 5.7 7.3
Transport 45.7 52.7 49.6 52.1 56.5 )
Storage 5.3 6.1 4.0 2.9 1.6 )27.2 23.3
Services 46.8 63.1 45.6 53.5 38.3 )
Other professions 23.0 25.7 26.1 25.0 25.5 ) 63.8 73.3
Rent Of buildings 47.7 5.)54 60.2 57.7 62.5 70.5 74.0

Sub-total 779.8 841.2 698.4 713.4 713.0 860.4 920.6

Household Sector 25.3 28.3 28.8 27.5 28.1 6.8 7.0

Government Sector 94.8 113.6 124.1 128.3 141.4 217.1 257.4
Rest of the World -11.2 -12.5 -12.1 -11.1 -13.1 + 1.9 + 2.8

Total 888.7 970.6 839.2 858.1 869.4 1,086.2 1,187.8

1/Estimates at factor cost. Current prices estimates for 1955 and 1956 are not available.
,VIncluded in the figures for manufacturing industries.
Y/Includes construction in the government sector
vFor 1957 and 1958, real estate services are included under "rent of buildings"
JEstimate for the years 1950-1054 were worked out on a very rough basis, while those for 1957 and 1958 are uased

on the inforaation available from a Family Budget Survey
WIncludes government enterprises

Source: Department of Statistics and Census



1/Table A5 : Gross National Product at Constant Prices, 1950 to 1958 -

(at 1954 prices; LE million)

1950 1951 1952 1953 1954 1955 1956 1957 1958

Business Sector

Agriculture 302.9 303.9 334.4 314.7 312.0 321.4 333.2 342.2 366.9Ginning and pressing 2.2 2.3 2.5 3.2 2.9 / / 2/ VMining and quarrying 2.4 2.5 2.9 3.3 7.2 7.5 7.2 10.7 9.7Manufacturing industries 64.3 69.2 62.6 73.6 90.5 102.5 104.4 132.5 131.7Construction / 25.1 25.1 25.1 20.3 25.4 32.8 28.9 37.3 43.2Gas, electricity and water 2.0 2.2 2.4 2.9 4.7 5.3 6.5 2.0 2.6Trade (wholesale and retail) 56.7 67.0 54.0 59.7 69.3 ) 66.7 107.8Brokerage, real estate and )
financial activities / 12.8 22.6 15.7 12.5 13.8 ) 23.4 24.8Insurance 2.2 2.8 2.3 2.7 2.8 ) 209.0 210.1 5.4 6.9Transport 45.7 52.7 49.6 52.1 56.5 ) ) 25.6 21.9Storage 5.4 6.1 4.0 2.8 1.6 ) )Serwices 38.8 52.4 37.9 44.6 38.3 ) ) 59.9 69.0Other professions 23.0 25.7 26.1 25.0 25.5 ) )

Rent of buildings 46.4 54.4 59.2 56.5 62.5 75.0 81.0 66.3 69.7

Sub-total 629.9 688.9 678.7 673.9 713.0 753.5 771.3 772.0 854.2
Household Sector 25.3 28.3 22.8 27.5 28.1 28.5 29.1 6.4 6.6
Government Sector / 95.2 112.5 124.1 128.7 141.4 146.0 152.0 200.4 239.6
Rest of the World -11.2 -12.5 -12.1 -11.1 -13.1 - 9.8 - $.1 + 1.9 + 2.8

TOTAL 739.2 817.2 813.5 819.0 869.4 918.2 947.3 980.7 1,103.2
I/ Estimates at factor cost
Y/Bstimates- prepared by the National Plarming Commission
2/Included in the figures for manufacturing industries
4$Includes construction in the goverment sector

<For 1957 and 1958, real estate services are included under "rent of buildings"JEstimate for the years 1950-56 were worked out on a very rough basis, while those for 1957 and 1958 are based on theinformation available from a Family Budget Survey
7/Includes government enterprises

Source: Department of Statistics anxd Census



TABLE A6: POPULATION BY AGE GROUPS

Age Groups 1937 Census -/ 1947 Census 1/ 1960 Census
(thousands) ()7 (thousands) (%) (thouisands) (%)

0 - LI 2,108 13.2 2,585 13.6 4,132 15.9

S - 9 2,209 13.9 2,400 12.7 3,799 14.6

10 - 14 1,909 12.0 2,214 11.7 3,179 12.2

15 - 19 1,346 8.4 1,901 10.0 2,154 8.3

20 - 29 2,414 15.2 2,856 15.1 3,709 14.3

30 - 39 2,334 14.7 2,623 13.8 3,378 13.0

40 - 49 1,605 10.1 1,979 10.4 2,419 9.3

50 - 59 945 5.9 1,214 6.4 1,636 6.3

60 and over 1,014 6.4 1,137 6.0 1,577 6.1

Unstated 37 0.2 58 0.3 1 -

T 0 T A L 15,921 100.0 18,967 100.0 25,984 - 100.0

1/ Excluding Bedouins in desert areas (population estimated at 12,000
in 1937, 55,000 in 1947 and 73,000 in 1960).

SOURCE: Central Agency for Public Mlobilization and Statistics.



TABLE A7: ENPLOYIENT

Annual Rate
195V/60 1964/65 of increase

(thcusands) (thousands) (%) %)

Agriculture 3245,o 54.o 3780,0 51.6 3.1

Industry 601,8 10.0 825,0 11.2 6-.5

Electricity 11,9 0.2 18.0 0.2 8.6

Construction Li5,0 3.1 315,2 h.7 13.3

Total commodity sectors V-043,7 67.3 4968,2 67.7 4.2

Transport and Storing 218,6 3.6 277,7 3.8 4-2

,Ioney and Trade 635,7 10fi.6 729,7 10.0 2.2

Housing 16,0 0.3 21,0 0.3 5.6

Utilities 25.2 0.h 30,3 0.h 3.8

Other services 1066,8 17.8 1306,5 17.8 4.1

Total service sectors 1962,3 32.7 2365,2 32.3 3.8

T 0 T A L 6006,0 100.0 7333,h 1000 4.0

SOUPRCE: Ministry of Planning



TABLE A8: AVERAGE ANNUAL WAGES
(E-gyptian pounds)

Sectors 1959/6o 1960/61 1961/62 1962/63 1963/64 1964/65

Agriculture 30,2 27,5 32,5 34,8 37,9 4103

Industry 147,6 125,3 132,7 172,3 174,9 181,3

Electricity 201,7 251,9 251,7 241,4 251,4 261,1

Construction 161,1 164,5 159,3 15021 156,1 155,6

Total conmmodity sectors 54,2 47,2 55,5 64,6 69,4 75,6

Transport and Storage 179,8 171,3 195,2 195,8 215,6 218,6

Yoney and Trade 110,4 116,0 120,6 12(,6 134,1 139,4

Housing 62,5 112,5 105,6 88,4 86,5 85,7

Utilities 214,3 197,5 217,7 216,0 216,9 254,1

Other services 167,1 164,4 163,3 189,3 193,5_ 211

Total service sectors 149,9 150,0 153,3 169,2 176,6 189,5

T 0 T A L 85,5 80,5 86,3 97,7 103,8 112,3

SOUJRCE: 11inistry of Planning



TABLE A9: AREA CTLTIVATED AND CROPPED
(thousand feddans; crop year ended October 31)

C R 0 P 1945/49 1950/54 1957 1958 1959 1960 1961 1962 1963 1964 1965 1970
(estimate)

Cotton 1316 1765 1819 -1906 1760 1873 1986 1657 1627 1611 1900 2000

Berseem 1967 2184 2363 2380 2398 2414 2448 2442 2434 2480 2493

Cereals (total) 4708 4395 4595 4457 4671 4584 4102 4702 4530 4532 4042 4746Maize M63 174T6 1769 19755 157 T811 !0 3- TMY 1721 T0 Ib0 16Wheat 1559 1571 1514 1425 1475 1456 1384 1455 1345 1295 1144 1372
Rice 706 519 731 518 729 706 537 830 959 962 842 1200
Millet 561 437 448 423 467 453 457 454 484 494 501 367
Barley 246 122 133 136 141 148 121 131 121 121 125 147

Pulses (total) 559 480 531 519 520 544 456 536 528 576 605Beans 1/ T95 3-S T55 Wffi: T7 ;3:67 79 77 3w 402 T75
Lentils 74 74 83 73 79 85 63 79 78 79 89 100
Fenugreek 60 53 65 59 58 62 44 60 59 56 n.a. 65Lupins 14 12 17 17 18 20 14 18 19 19 n.a. 20
Chickpeas 16 13 11 10 11 15 7 10 12 14 n.a. 15

Vegetables (total) 284 300 435 400 536 555 495 521 564 596 624 650

Onions 2/ 31 37 50 49 56 56 64 60 52 48 46 50

Fruits (total) 3/ 78 93 111 115 126 131 138 145 152' 167 173 266
Oranges __ _- _- -b -- -5 -7i 7 -m
Other citrus -- -- 18 19 20 20 21 21 21 20 19
Grapes -- -- 19 19 20 21 21 20 20 20 22 -_
Mangoes __ -- 14 15 16 16 17 19 19 21 24 __

Sugarcane 92 96 109 113 112 111 112 121 133 134 129 220

Oilseeds (total) 4/ 75 73 -_ __ 96 105 89 __ _ __
Groundnuts 7 7 36 38 33 -b 37 53 53 50 n.a. 87
Sesame 39 37 -- 41 42 52 27 42 59 55 n.a. 60Linseed 12 8 -- -- 14 22 29 -- -- _- - --

1/ Excludes areas the production of which was consumed green.
7/ Excludes inter-planted crop.
7/ Excluding palm trees.
1/ Excluding cotton seed.

SOURCES: Central Statistical Committee, Ministry of Agriculture, and Ministry of Planning.



Table A10: AGRICULTURAL PRODUCTION
(thousand metric tons: crop years ended October 31)

CROP 19h5/h9 195.0/54 1957 1958 1959 1960 1961 1962 1963 1964 1965 1970
-(est.)

Sotton
Lint 318 378 W5 4h6 457 h78 336 457 442 5°4 546 647

Cereals
Maize 1,L36 1,535 1,495 1,758 1,500 1,691 1,619 2,004 1,867 1,934 1,954 2,160
Wheat 1,277 1,216 1,467 1,h12 1h43 1,499 1436 1,593 1,493 1,499 1,283 1,699
Rice 1,111 830 1,709 1,027 1,616 1,486 1,142 2,029 2,219 2,036 2,070 2,964
Millet 592 507 566 537 630 603 631 659 729 7h0 744 609
Barley 183 103 131 135 1h2 155 133 146 13b iLl 148 n.a.

Pulses
Beans 295 222 25L 242 208 290 150 305 2h5 340 351 355
Lentils -- 53 L2 48 50 3h 56 47 52 61 80
Fenugreek -- -- 3 38 37 43 24 44 42 42 52 49
Lupine 8 7 11 11 11 13 9 12 13 13 18 16
Chickpeas -- 8 __ 6 -- -- 5 7 8 10 9 11

V.gdtables -- -- -- 2,803 -- -- 3,571 3,917 4,320 4,378 n.a. 4,855

Onions 233 283 481 428 558 544 470 600 659 647 n.a. n.a.

Fruits
Oranges -- 194 225 197 210 157 280 337 329 n.a. --
Mandarine and lime -- -- 113 127 95 101 79 117 98 1h0 n.a. --
Grapes -- -- 91 88 99 102 106 120 105 91 n.a. --
Mangoes -- -- 73 87 64 63 118 86 90 97 n.a. --

Sugarcane 2,534 3,308 h,130 4,221 4,322 4,357 4,186 4,8o8 5,153 5,150 4,943 8,919

Oilseeds
Cottonseed __ __ 776 852 850 888 658 857 858 939 912 1,170
Groundnuts -- -- 31 33 34 35 25 49 45 [6 49 65
Sesame 14 -- 1 15 16 15 10 17 26 23 24 23
Linseed -- -- -- 5 6 -- 12 11 11 14 n.a. n.a.

Sources: Central Statistical Committee, Societe des Sucreries et de Distillerie, Central Bank of Egypt, Economic Review,
Volume II, No. 1, 1962 and Statistical Handbook 1964, and M-Iinistry of Planning.



TABLE All FERTILIZERS - PRODUCTION-AND US3
(thousand tons)

Nitrogenous 2/ Superphosphates 3/ Potassium Sulphate /
Year Production Use Production Use Use

1955 734 137 --

1956 655 157 --

1957 849 177 1.3

1958 886 177 1.7

1959 993 175 3.7

1959/60 244 1,100 175 209 5.1

1960/61 590 1,152 185 254 4.3

1961/62 762 1,296 172 248 2.2

1962/63 692 1,322 158 254 2.0

1963/64 931 1,466 165 269 1.7

1964/65 949 1,584 242 283 1.5

1/ Estimated local production.
2/ 15.5% N before 1959/60, 15% N since 1959/60.

/ 15% P205
g48% K

SOURCE: Ministry of Agriculture and Fertilizer Support Fund.



TABLE A]22 PRODUCTION AND USES OF COTTON

Exports and local factory consumption
Production Consumption Consumption
year ended Percentage of production year ended as percentage
October 31 Total production Extra long Medium long Medium August 31 Exports Consumption of exports

(thousand tons) (%) (%) (%) (thousand tons) (thousand tons) (%)

1950 381.9 33.8 19.4 44.5 1951 288.7 60.7 21.0

1951 362.8 38.6 15.5 43.0 1952 261.5 65.3 25.0

1952 445.8 45.o 13.4 39.5 1953 319.0 68.7 21.5

1953 318.2 34.6 27.3 35.8 1954 324.5 73.2 22.6

1954 348.0 33.1 25.6 39.0 1955 247.1 80.2 32.5

1955 334.1 35.8 18.8 42.9 1956 292.5 87.2 29.8

1956 324.8 41.0 18.2 38.5 1957 230.9 90.7 39.3

1957 405.3 45.3 12.7 39.8 1958 254.5 100.1 39.3

1958 445.9 58.6 7.8 31h3 1959 327.3 106.0 32.4

1959 457.2 51.1 15.0 31.8 1960 381.8 110.9 29.0

1960 478.2 47.4 22.2 28.5 1961 337.0 119.2 35.4

1961 335.7 41.2 24.7 31.7 1962 229.4 142.5 62.1

1962 457.3 50.3 22.5 25.7 1963 303.0 137.5 45.4

1963 441.7 46.6 22.9 28.9 1964 291.8 139.9 47.9

1964 504.1 45.8 24.5 28.1 1965 342.2 153.0 44.7

SOURCE: Central Statistical Administration



TABIE A13: U.A.R. PRODUCTIOiU, EXPORTS, AND fRlPORTS ;)F COTTONI YARN
(thousand tons)

Year Production Exports Imports Local Consumption

Average 1950/51-1954/55 7.7 0.1

Average 1955/56-1959/60 .12.0 0.1

1960/61 102.0 19.4 -- 82.6

1961/62 111.0 21.1 -- 89.9

1962/63 121.0 20.8 -- 100.2

1963/634 123.0 31.6 __ 91.4

19(4/65 131.0 33.1 -- 97.9

Average 1960/61-1964/6. 117.6 25.2 -- 92.4

SCURCE: Iiinistry of Planning



TABLE A1JI U.A.R. PRODUCTION, EXPORTS, AND YIPORTS OF COTON FABRICS
(thousand tons)

Year Production Exports Lmports Local Consumption

Average 1950/54 -- 1.1 2.3

Average 1955/59 -- 4.4 0.2

1960/61 64.' 11.9 1.1 53.2

1961/62 73.0 13.8 2.9 62.1

1962/63 79.0 13.3 0.2 65.9

1963/64 80.0 14.1 0.2 66.1

1964/65 88.0 1h.4 -- 73.6

Average 1960/61-1964/65 76.8 13.5 0.9 64.2

SOURCE: IMinistry of Planning



TABLE Al.,: U.A.R. PRODUCTION, EXPORTS AID IMPORTS OF RICE

Yield Produc-. Domestic
Year Ares Planted '(kg. per tion Exports Imports Consumpti.on

(thousand feddans) feddan)(thousand)(thousand)(thousand)(thousand)

Average 1935/39 4h6 L-53 685 -- --

Average 1950/54 519 156 630 111.0 -- 428.4

Average 1955/59 654 2.11 1385 227.8 9.5 682.1

1960/61 706 2.10 1486 299.1 -- 666.8

1961/62 537 2.13 1142 70.6 _ 671.7

1962/63 830 2.h6 2038 336.1 __ 938.6

1963/6h 952 2.32 2213 532.6 __ 905.9

1964/65 988 2.12 2070 352.5 -- 993.0

Average 1960/61-
1961V/65 803 2.23 1790 328.2 -- 835.3

SOUTRCE: Ministry of Planning.



Table A16: INDICES OF INDUSTRIAL PRODUCTION
(1952 - 100)

1952 1954 1956 1957 1958 1959 1960 1961 1962 1963 19645/

A. Group indices and the general indexr

Manufacturing industries 100 179 176 200 233 281 332 398 413 475 523Extractive industries 100 152 114 150 172 206 197 242 311 373 428Electricity and gas 100 126 156 172 192 214 266 365 413 449 514All industries 100 178 174 198 230 277 325 382 418 479 535
2/B. Detailed indices-'

Spinning and weaving2' 100 172 157 175 186 218 224 245 270 273 292Cotton ginning and pressing 100 69 103 86 107 109 83
Food products 100 135 101 126 121 155 152 155 200 237 268Beverages 100 6, 382 70 81 112 135 l1o 220 230 251Tobacco 100 12 108 119 137 154 143 175 200 217 249
ietroleum and coal products 100 109 135 134 100 85 76 106 114 258 203Chemicals 100 373 L86 500 566 - 787 9o7 1267 1212 1369 1478Products of non-metallic minerals 100 238 119 330 24t7 175 208 299 316 364 383Transportation equipment 100 205 63 67 152 157 148 209 521 922 780Electricity and gas 100 126 156 172 192 214 266 365 413 449 514
Printing and publishing 100 117 154 179 147 142 209 229 263 304 288Basic metal industries 100 92 152 203 183 260 477 489 614 710 767Footwear and apparel 100 100 107 107 114 91 99 150 379 439 395Leather (excluding footwear) 100 147 97 115 85 log 108 129 129 131 133

Extraction of metals 100 20 70 54 63 144 177 165 132 133 143Extraction of oil and gas 100 84 74 99 133 130 138 259 209 251 283Extraction of non-metallic minerals 100 364 216 306 396 437 338 219 660 852 1114Fabricated metal products 4/ 100 257 177 144 208 140 133 196 186 188 223Paper products 100 144 165 226 251 298 502 531 715 793 924
Furniture and fixtures 100 111 146 171 142 150 174 195 227 330 381Wood and cork products 100 120 106 101 81 149 141 232 313 648 1283Electrical equipment 100 242 151 207 275 239 337 738 1315 2231 2424Non-electrical equipment 100 165 239 125 327 465 845 1659 2999 3906 4208Rubber rroducts 100 151 23h 340 1522 1643 2444 2746 2185 2875 2925
Miscellaneous products 100 107 67 96 73 132 180 133 141 250 352

1/ Based on statistical reports of production in enterprises employing 10 or more workers.2/ Based on statistical reports of production in enterprises employing 50 or more workers.
Industries are listed roughly in order of importance (i.e., gross value added) in 1952; however, there has been someregrouping to keep cotton ginning with textiles; beverages with food products; leather with footwear and apparele andnon-electrical equipment with electrical equipment industries. The extractive industries have also been groupedtogether. Classification of industries is according to the standard international procedure.3/ Ginning and pressing is combined with spinning and weaving for 1961.

1/ Excluding electrical, non-electrical and transportation equipment, etc., which are shown separately.§/ Preliminary figures.



TABLE A17: EIECTRICITY: INSTAILED CAPACITY, PEAK LOAD AND GENERATED
ENERGY (EXCLUDING THE ASWAN HYDRO-ELECTRIC STATIONIT

Annual
Installed Peak Load Generated Energy Load

Year Capacity Percent 1000 Percent Factor
(Mega;.atts) Miegawatts Increase MITH Increase (Percent)

1952 384 -_ 992 --

10573 4h6 - --- 1 121 13.0 --

1954 h469 237 1,237 10.3 60

L955 5614 276 16.4 1,h22 15.0 60

1956 5S5 283 2.5 1,S548 8.9 62

1957 723 310 9.5 1,712 10 6 63

1958 785 346j 1116 1,905 11.3 63

1959 828 378 9.2 2,125 11.5 64

1960 87h4 417 10.3 2,388 12.4 65

1061 963 461 10.6 2,719 13.9 67

1962 963 500 8.5 2,939' 8.1 66

1963 960) 555 11.0 3,190 0.5 63

196h 960 572 3.1 3,44hh 8.0 69

19(5 1,247 606 5.? 3,560 3.14 67

1/ The Aswan hydro-electric station (with an installed capacity of 3145
megaw,,atts) began generating electricity during 1960 and produced 250,000
megawatt hours in that year; production increased to about 1.2 million
megawatt hours in 1562.

SOURCE: General Electricity Authority.



Table A18: U.A.R. - TRAFFIC VOLUMES BY
INLAND TRANSPORT

Freight Traffic Million tons Million ton-lms.
19 9/60 196 /75 1959/60 1964~/65

Railways 8.5 13.3 2,256 3,458

Roads (motor vehicles only) n,ae 45.5 1,521 2,032

Wqaterw-ays (motor powered
vessels only) 2.1 2.3 772 l,265

Pipelines - 5 - 488

n.a. 66.5 4,549 7,2h3

*Passenger Traffic Million nsenger-kms.
195660 1964/6

Railways 3,634 5,788

Roads (excluding private cars
and taxis) 8,315 13,1h2

11, 949 18,930

*Passenger traffic by air and water is relatively insignificant.

Source: Ministry of Transport



Table A19 : Egyptian Railways: Financial Results (LE 000)

Gross Expenditure Net
receipts revenue

Year ending Cperating
June expenses Depreciation Total

1961 22,886 19,073 3,358 22,431 455

1962 24,64o 18,983 4,268 23,251 1,389

1963 28,407 20,288 4,782 25,070 3,337

1964 34h720 21.053 4,615 25,668 9,052

1965 35,989 22,208 4,897 27,105 8,884

1966 39,428 24t,390 4,287 28,677 10,751

Source: Ministry of Transport



TABLE A20: THE TOURIST MOVEMENT - 1952-1965

YEAR ARABS EUROPEANS AMERICANS OTHERS TOTAL IN-TRANSIT

1952 21,012 26,681 18,216 9,673 75,582 130,487
1953 34,425 37,597 10,690 7,881 90,593 159,466
1954 37,676 49,467 20,335 6,634 114,112 230,375
1955 42,695 70,616 27,411 8,737 149,459 250,539
1956 61,881 75,576 23,608 9,181 170,245 197,945
1957 66,589 4O,809 10,728 9,402 127,528 97,037
1958 80,132 44,202 16,641 21,837 162,812 153,692
1959 129,414 69,175 18,156 23,518 240,263 157,170
1960 126,500 91,073 37,459 30,418 285,L50 176,121
1961 107,316 106,054 42,581 28,006 283,957 234,259
1962 116,112 87,280 40,347 47,441 291,180 224,575
1963 151,393 132,682 60,984 59,050 40h,109 289,550
1964 208,205 165,091 66,353 57,733 497,382 322,402
1965 2h6,027 179,299 62,723 54,051 542,100 1/

1/ Preliminary estimate.

Sources Ministry of Tourism



TABLE A21: TOURIST NIGHTS - 19511-1965

YEAR ARABS EUROPEANS AMERICANS OTHERS TOTAL

195L 458,658 621,263 126,218 48,304 1,254,443
1955 1,773,847 2,198,035 298,245 126,370 4,396,498
1956 2,084,534 2,676,509 309,793 120,005 5,230,841
1957 2,155,164 3,182,997 154,335 404,425 5,89t,921
1958 1,959,631 "I121,169 200,475 371,777 3,653,052
1959 2,771,089 1,453,540 261,679 437,653 4,923,961
1960 2,291,319 1,530,772 331,320 406,868 4,560,279
1961 2,256,483 1,667,880 358,O96 362,608 4,645,067
1962 1,963,812 1,349,149 303,095 550,421 4,166,477
1963 1,869,223 1,311,303 434,377 608,472 4,223,375
1964 1/ 3,856,175 1,986,236 425,955 755,898 7,024,264
1965 7,067,519 2,327,777 395,006 610,429 10,400,731

1/ ?reliminary estimate.

Source: Ministry of Tourism



1/
Table A22: SERVICES BUDGET: CURRENT REVENUES

(LE million)

1959/60 1960/61 1961/62 1962/63 1963/64 196 4/6 5 1965/66 1966/67
(Prov.) (Est.) (Est.)

TAX REVENUE 175.3 187.0 179.4 213.8 271.9 298.7 345.1 356.0

Property Taxes and Duties 16.8 16.2 3.5 4.7 7.6 6.7 8.8 13.4
Personal Income Taxes 11.7 12.3 11.8 12.4 14.5 15.7 16.9 21.0
Business Profits Taxes 19.7 22.3 20.0 22.4 32.8 39.0 68.4 71.9
Estate and Succession Duties 3.0 3.1 2.5 3.2 3.6 1.9 3.5 1.9
Customs Revenue 80.7 88.4 98.8 121.1 144.3 164.5 169.7 168.1
Excise Duties 18.5 18.1 18.4 23.2 31.9 33.9 401.) 64.8
Other 17.5 18.. 15.9 18.3 26.2 24.0 23.0)
Stamp Duties 7.4 8.2 8.5 8.5 11.0 14.0 14.7 14.9

NON-TAX REVENUE 78.6 79.4 127.9 77.5 97.0 126.6 o14.5 182.3

Services Revenue 31.4 34.2 38.9 33.5 43.h 36.5 63.5 73.3
Miscellaneous Receipts 25.7 29.8 64.2 24.2 39.2 57.6 19.2 85.1
Extraordinary Receipts - 21.5 15.4 24.8 19.8 14.4 32.5 21.8 23.9

SURPLUS OF ENTERPRISES 41.9 43.1 44.7 67.6 70.8 84.3 118.4 123.1

TOTAL 295.8 309.5 352.0 358.9 439.7 509.6 568.o 661.4

1/ Central Government only.
2/ Mostly profits from foreign exchange transactions and receipts from confiscated land and properties.

Source: Ministry of Treasury



Table A23: STRUCTURE OF TAX REVENUES -

(as % of total tax revenue)

Average
1960/61 1961/62 1962/63 1963/64 1964/65 196o/61-1964/65 1965/66 1966/67

Property Taxes and Duties 8.6 2.0 2.2 2.8 2.2 3.4 2.5 3.8

Income Taxes 6.6 6.6 5.8 5.3 5.3 5.8 4.9 5.9

Business Profits Taxes 11.9 11.2 10.5 12.1 13.1 11.9 19.8 20.2

Estate and Succession Taxes 1.6 1.4 1.5 1.3 0.7 1.3 1.0 0.5

Customs Revenue 47.3 55.1 56.6 53.1 54.7 53.6 h9.2 h7.2

of which:

Import Duties on Tobacco
and Cigarettes (25.7) (29.9) (28.2) (26.1) (27.7) (27.4) (22.9) -

Consumption Duties 4.o 5.6 5.6 6.5 4.6 5.3 4.1) 2/

Excise Duties 9.6 10.3 10.9 11.7 11.3 10.9 11.6)

Stamp Duties 4.4 4.7 4.o 4.o 4.7 4.4 4.3 4.2

Other 6.o 3.1 2.9 3.2 3.4 3.4 2.6 -

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1/ Based on Table A22.
2/ Includes other revenues.

Source: Ministry of Treasury



Table A24: SERVICES BUDGET: CURRENT EKPENDITURES

(LE million)

1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67
(Prov.) (Est.) (Est.)

Organizational Service 107.9 127.0 133.7 167.5 238.5 226.9 216.7 248.2

Defense 76.1 83.7 87.4 115.0 176.8 165.0 142.4 171.4
Security and Justice 19.4 20.9 25.3 31.9 37.3 36.1 42.7 43.9
Others 2 12.4 22.4 21.0 20.6 24.4 25.8 31.6 32.9

Other Services 83.7 118.7 128.6 150.9 177.5 198.6 248.8 261.4

Agricultural Services & Irrigation
& Drainage 10.3 10.9 26.5 20.8 23.8 24.5 29.9 32.2

Educational Services 44.7 62.3 58.2 72.6 82.0 91.4 98.5 101.7
Health Services 8.6 10.3 13.0 16.7 20.9 23.9 27.4 29.7
Cultural & Entertainment Services 3.1 6.7 3.0 9.2 11.2 12.2 13.0 12.1
Others 3/ 17.0 28.5 27.9 31.6 39.6 46.6 80.0 85.7

Interest & Transfers to Sinking Fund 9.9 12.3 16.0 27.0 28.7 30.2 0.5 60.0

Pensions & Other Remunerations 14.1 18.1 19,O 13.3 15.8 17.6 19.7 20.2

Subsidies towards Reducing Cost
of Living 8.9 9.0 27.6 39.1 32.4 45.0 35.0 36.o

Cost of Living Allowances to
Employees 4/ 27.6 25p- 44.5

TOTAL 252.1 310.5 369.4 397.8 492.9 518.3 560.7 625.8

1/ Central Government only.
2/ These include expenditures for the Presidency, the National Assembly, Foreign Affairs, etc.
3/ These include expenditures for supply and storage, scientific research, etc.
1~/ After 1961/62 cost of living allowances to employees were distributed over various heads as salary expenditures.

Source: Ministry of Treasury



Table A2": SERVICES BUDGET: CURRS T EXPENDITURES 2!
(as percent of total expenditures)

1960/61 1961/62 1962/63 1963/6h 196h/65 1960/61-1964/65 1965/66 2/ 1966/67

Defense 27.0 23.7 28.9 35.9 31.8 30.0 25.h 27.4

Security and Justice 6.7 6.8 8.0 7.6 7.0 7.3 7.6 7.0

Educational Services 20.1 15.8 18.3 16.6 17.6 17.5 17.6 16.3

Hiealth 3.3 3.5 4,.2 .2 h.6 h.1 h.9 i.7

Cost of Living Allowances 11.1 19.5 9.8 6.6 8.7 10.7 6.2 5.8

Sub-Total 68.2 69.3 69.2 70.9 69.7 69.6 61.7 61.2

Others 2/ 31.8 30.7 30.8 29.1 30.3 30.4 38.3 38.8

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1/ Based on Table A 24.
7/ These include, among others, interest and transfers to sinking funds, pensions, scientific research, etc.

Source: Ministry of Treasury



Table A26: INVEST ENT IN THE PUBLIC SECTOR

(LE mi'llion)

1962/63 1963/64 19614/65 1965/66 1?66/67
(Prov.) (Est.) (Est.)

BUSINESS BUDGET

Agriculture 2L.9 48.6 43.0 42.0 51.0

Electricity 5.5 18.8 19.8 40.0 24.2

High Dam 42.0 62.9 47.8 49.0 61.9

Industry 83.4 109.8 80.2 9h.7 93.4

Transport & Communications 26.7 20.2 20.4 33.0 42.0

Suez Canal 7.1 5.6 7.1 6.0 6.8

Housing & Public Utilities 12.5 16.5 12.8 16.o 1.14

Health 2.8 2.1 1.1 2.7 1.8

Culture & Tourism 4.2 11.7 9.2 6.o 4.6

Supply & Storage 2.3 2.8 3.2 13.1 9.6

Financial & Commercial 17.4 3.3 2.2 3.3 2.0

Sub-Total 228.8 302.3 246.8 305.8 316.7

SERVICES BUDGET 1414.3 67.1 47.4 39.7 51 4

TOTAL 273.1 369.4 294.2 345.5 368.1

1/ Including investment expenditures of Governorates

Source: Ministry of Treasury



Table A27: SUM4ARY OF FACTORS AFFECTING LIQUIDITY:
M-ONEY SUPPLY AND QTJASI-MONEY

(LE millions)

1962/63 1963/64 1964/65 196S'/66

Money Supply 15.9 94.4 60,5 61.8
Quasi-Money 1/ 43.8 16.5 18.2 17.1

TOTAL 59.7 110.9 78.7 78.9

1. Foreign Assets (net)!/ -36.6 -30.1 11.2 2/ -33.2

2. Claims on Government (net) 50.o 139lo ". 115el
C(laims on 7overnment (gross) 65.8 183.0 61.6 ia
Government deposits 5.9 -26.1 -32.5 17.0
Counterpart funds -21.7 -17.8 1.3 -10.0

3. Claims on Non-government Sector 42.1 6.9 17.6 6.o
Claims on specialized banks -T:1 T.o 20.2 1.3
Claims on other non-government sector 25.7 -1.1 -2.6 h.7

4. Other Factors 4.4 -5.0 19.5 -9.0
Unclassified assets 15.7 4.1 9 61
Unclassified liabilities -14.3 -13.9 0.0 10.5
Float 6.8 6.8 3.8 3.3
Capital accounts -3.9 -2.0 6.2 -16.7

5. Total Credit Expansion (2+3+4) 96.5 141.0 67.5 112.1Change In cotton financing outstanding
(- increase) -17.6 4.6 -0.1 5.4

6. Credit Expansion Adjusted for
Cotton Financing 78.9 145.6 67.4 11765

1/ Includming postal savings deposits
2/ Including changes in net IPIF position, but not adjusted for the revaluation profits of LE 15 million

in December 1964.

Source: IMF



Table A28: COST OF LIVING AND X.TOLESALE PRICES
(1939 = 100)

Cost of Living General Wholesale Industrial Products
Index Price Index Foodstuffs and Materials

December 1959 304 418 383 457
December 1960 306 1418 388 451
December 1961 309 lb25 416 435
Deceuitber 1962 296 1420 403 438
December 1963 302 425 403 448
December i964 337 1453 445 462
Januaryr 1965 342 14154 446 464
February 1965 350 456 449 464
March 1965 350 V56 4148 465
April 1965 350 h57 1449 466
May 1965 350 470 471 470
June 1965 352 472 475 470
July 1965 353 474 478 471
August 1965 359 475 478 472
September 1965 364 1478 485 472
Octnber 1965 363 479 1487 472
November 1965 363 480 488 472
December 1965 377 1490 499 480
January 1966 380 496 510 481
February 1966 385 498 513 483
March 1966 381 1499 515 482
April 1966 385 502 521 483

Source: Central Agency for Defense Mobilization and Statistics.



TABLEA29s TWHOLESALE AND RETAITL PRICES OF SRLECTED COV"ODIpIES

A. WHOLESALE PRICES

(in Egyptian pounds)

D E C E M B E R
I T E M S UNIT _

1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965

'Wheat flour (extract 82%) 100 kg. -- 3.42 4.41 4.41 3043 3.43 3.4 3.42 3.42 3.43 3.43 3.48 3.49 3.49
Rice bleached 100 kg. 2.99 2.99 2.99 2.99 3.08 3.02 3.02 3.02 3.02 3.02 3.02 3.03 3.03 3.03
Maize 140 kg. 2.12 2.44 2.26 3.00 3.41 3.30 3.30 3.30 3.30 3.30 3.30 3.63 3.64 3.36
Beans (whole) 155 kg. 4.00 -- 5.05 5.46 7.77 6.81 6.33 7.52 7.12 9.17 7.85 8.73 7.71 6.63
Wbollen textiles (imperial) Meter 3.40 3.12 2.54 3.09 -- 2.85 3.00 2.94 2.94 2.84 2.84 3.13 3.13 3.53
Cotton, gimned (Menoufi/good) 50 kg. -- -- 13.55 13.31 -- 16.49 13.27 14.40 14.86 13.50 14.60 14.40 15.50 15.50
Sugar (granulated) 45 kg. -- 5.69 4.07 4.07 4.07 4.50 4.50 4.14 4.14 4.09 4.og 4.10 4.55 5.o4
Tobacco (Hemmy, Syrian) kg. 3.57 3.65 3.64 3.58 3.80 4.58 4.67 5.41 4.71 5.27 5.79 _ __ __
Tea (India, unpacked) kg. 0.72 0.61 o.85 0.76 lAO 0.91 0.91 0.91 0.91 0.91 -- 1.04 1.04 1.04
Coffee beans (of Yemen, crible) 45 kg. 27.95 30.14 35.95 29.86 40.54 36.00 36.00 36.00 36.00 37.62 37.62 37.62 37.62 37.62
Kerosene (36 litre) Two tins 0.38 0.38 0.37 0.37 0.44 0.58 0.58 0.51 0.51 0.50 0.50 -- -- --

Coal (cardiff) Ton -- 11.00 10.18 11.94 14.92 16.30 -- -- -- -- -- -- -- --

Fertilizers (nitrate of soda natural)Ton 25.00 25.00 26.04 25.97 28.25 33.00 33.00 33.00 26.00 26.00 26.00 23.75 23.75 23.75
Diesel Ton 11.31 11.32 13.32 13.32 15.20 15.20 15.20 15.20 15.20 15.20 15.20 12.90 12.90 12.90
Benzine (36 litre) Two tins 1.28 1.4o 1.40 1. 0 1.52 1.52 1.52 1.52 1.52 1.52 1.69 1.72 1.72 1.72
Mazout oil Ton 14.90 6.62 6.62 6.62 7.00 7.00 7.00 7.00 7.00 7.00 7.50 6.90 6.90 6.90
Solar oil Ton -- -- 15.50 15.50 15.50 15.50 15.50 15.50 15.50 13.07 13.0Y 13.07

B. METAIL PRICES

(in piasterss 100 piasters = LE 1)

D E C E M B E R
I T E M S UNIT

1952 1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 196h 1965

Mutton (baladi) kg. 27.6 26.0 25.8 25.9 25.9 25.9 25.9 25.9 25.9 25.7 28.0 28.0 53.0 63.8
Beef (baladi) kg. 21,2 24.4 24.8 24.8 18.5 20.3 20.3 18.9 20.3 20.3 23.5 23.5 1403 53.8
Fish,fresh (Bolti) kg. 10.0 11.2 15.3 14.4 15.8 12.0 11.2 12.0 16.o 21.2 15.0 15.0 20.8 27.2
Eggs Ten 8.4 7.7 7.3 7.0 7.7 8.2 8.3 9.0 8.5 9.0 8.8 12.0 13.0 15.0
Fresh butter kg. 31.5 29.2 31.5 30.4 30.4 33.4 35.1 36.o 36.o 37.0 36.o 43.8 53.9 60.4
Melted butter k'. 40.5 -- 40.0 43.4 45.7 -- 49.5 50.0 47.0 48.5 48.o 57.6 69.7 80o4
Local cheese kg. -- 16.0 -- -- 16.9 23.2 23.2 22.4 24.0 23.0 27.0 24.8 28.6 34.6
Potatoes (baladi) kg. 2.6 1.7 1.7 2.0 1.6 2.0 2.4 2.0 2.0 2.1 2.1 2.7 3.0 4.2
Onions ke. 1.8 2.1 1.4 1.1 2.o 1.8 3.2 1.1 5.2 3.4 2.6 1.3 2.7 3.9
Beans (whole) kez. -- -- -- -- 6.5 -- -- 7.5 6.5 7.0 6.5 6.8 9.6 7.0
Bananas kg. 5.6 -- 10.8 9.3 5.3 8.2 6.o 9.6 8.4 7.? 9.3 8.8 9;3 10.0
Dates dry ke. 6.14 6.7 5.6 -- 7.2 6.2 7.4 8.8 7.6 6.6 6.2 8.5 9.1 11.4
El? ctricity Kwh -- -- -- -- -- 2.6 2.6 2.6 2.6 2.8 2.8 3.0 3.0 3.0
Soap, olive oil Piece, 225 gms. 8.0 8.0 -- 9.0 7.8 7.3 6.2 6.2 8.2 6.2 6.0 6.0 6.0 6.o
Soap for larindry Piece. 1400 Pms. -- -- -- -- b.5 4,5 4.5 4.5 4.5 3.8 4.o 4.0 4.o



Table A30: BALANCE OF PAYMENTS
(LE million)

1952/53 1958/59 1959/60 1960/61 1961/62 196?/63 1963 /64 1964/65

Current Account

Exports 136.8 165.6 197.9 183.4 155.4 199.7 243.1 244.8
Suez Canal receipts 27.2 45.5 47.0 50.7 51.7 69.8 7h.44 82.8
Travel and other receipts 34.5 29.8 31.6 28.2 27.9 38.4 43.7 54.6
Other receipts 14.2 17.4 19.8 18.5 14.8 22.5 17.2 16.9

TOTAL 212.6 258.3 296.3 280.8 249.8 330.4 378.4 399.1

Imports 177.5 211.9 263.9 235.7 265.9 367.0 429,3 394.0
Interest and dividends 17.5 2.1 2,6 3.6 6.2 11,7 14.1 14.7
Government expenditure 5.3 25.7 22e9 35.1 21.1 26.4 27.1 35.3
Other expenditures 33.03 35.2 32.9 38.2 33.0 40.5 h8,6 42.1

TOTAL 233.6 274.9 322.3 312.6 326.2 445.6 519.1 486.1

Balance -21.0 -16.6 26,0 -31.8 -76.14 -115.2 -14o.0.7 -87.0

Capital Account

Grants and local currency loans - - 28.6 28.3 48.6 56.o 63,0 49.7
Foreign currency loans and other receipts o.6 3.1 10.3 11.8 21.1 51.1 103.7 111U8

Total receipts oO6 3.1 38,9 40o1 69.7 107.1 166.7 161.5

Debt amortization and other payments -2.2 -8.0 -35.2 -10o6 -10.9 -27.2 -63.5 -86.5
Balance -1.6 -4.9 +3.7 +29.5 +58.8 -79.9 +103.2 +75.0

Financial Balance -22.6 -21.5 -22.3 -2.3 -17.6 35- : 37.5 -12.0

Fore n exchange reserves-/ -27.3 -13.9 -26.6 -15.3 -7.3 -19.7 -0.8 -15.1
IMF27_ - - 3.3 -5.2 -16.b -7.0 -8.1 -0.9
Non-resident accounts2" 2.7 -17.2 3.6 9.7 -0.5 -8.4 -23.9 7.0
Errors and omissions 2.0 9.6 -2.6 8.5 6.6 -0.2 -4.7 -3.0

1/ Minus signs indicate decrease in assets.
_/ Net use of resources; minus signs indicate drawings
3/ Net change; minus signs indicate increase in UAR liabilities

Source: Central Bank of Egypt



Table A31: BALANTCE OF PAYDENTS, 1964 and 1965
(LE million)

1964 1965

Current Account

Exports 227.6 246.8
Suez Canal receipts 78.4 86.2
Travel and other receipts 51.0 46.7
Other receipts 16.7 22.9

TOTAL 373.7 It02.6

Imports 399.4 413.3
Interest and dividends 15.0 17.2
Government expenditure 36.8 35.5
Other expenditures 45.6 46.6

TOTAL 496.8 512.6

Balance -123.1 -110.0

Capital Account

Grants and local currency loans 69.1 38.8
Foreign currency loans and other receipts 116.1 94.1

Total receipts 185.2 132.9

Debt amortization and otner payments -74.1 -52.0

Balance 111.1 80.9

Financial balance -12.0 -29.1

Foreign exchange reserves 1/ -9.1 -41.
fTIF 2 / -1.9 +3.7
Non-resident accounts 3/ +2.3 +13.6
Errors and omissions -3.3 -5.0

1/ Minus signs indicate decrease in assets
2/ Minus sign indicates drawings
3/ Net change; plus signs indicate decrease in UAR liabilities

Source: Central Bank of Egypt



1/
Table A32: Foreign Assets and Liabilities

(LE million)

Foreign Exchange Assets Payments Agreements
Total

End of year Gold Securities Foreign currency Total Assets Liabilities Net Balance Foreign
(1) (2) holdings (4)-(1)+(2)+(3) (5) (6) (7)-(5)-(6) Exchange

(3) (8)-(4)+(7)

1952 60.6 154.1 33,6 248.3 - - 248.3
1953 60.6 147.5 31.3 239.14 - 0.1 -0.1 239.3
1954 60.6 139.9 3907 240.2 4.8 16.5 -17 228.5
1955 60.6 136.5 7.4 204.5 10.4 19.5 -9.1 195.14
1956 60.6 95.5 18.5 1714.6 13.7 27.2 -13.5 161.1
1957 60.6 69.7 15.0 145.3 16.7 56.6 -39.9 105,4
1958 60.6 61.3 9.0 130.9 17.5 84.1 -66.6 64.3
1959 60.6 35.5 10.0 106.1 21.14 814.1 -62.7 4314
1960 60.6 21.3 10.1 92.0 38.9 89.1 -50.2 41.8
1961 60.6 4.3 5.7 70.6 33.7 87.9 -54.2 16.4
1962 60.6 5.0 12.0 77.6 35.2 106.8 -71.6 6.o
1963 60.6 2.2 12.3 75.1 28.4 97.1 -68.7 6.14
1964 60.6 2.2 26:2 89.7 31.9 133.7 -101.8 -12.1
1965 60.6 197 79.8 41.0 137.1 -96.1 -3
1966 2/ 60.6 11.0 71.6 48.9 155.7 -106.8 -35.2

^/ The conversion rate used is the par value of LE-$2.87,- except the gold reserves in 19614 and 1965, which have been
converted at the rate of LE u $2.30

g April

Sources Central Bank of Egypt



Table A33: FOREIGN TRADE

E x p o r t s I m p o r t s B a 1 a n c e

Year (LB million) ($ million) (LE million) (1t million) (LE million) ($ million)

1951/52 151.3 423.6 275.9 772.5 124.6 348.9
1952/53 157.6 4bl.3 189.6 530.9 32.0 89.6
1953/54 148.o 41h.4 166.7 466.8 18.7 52.h
195b/55 131.8 369.0 177.7 497.6 45.9 128.5
1955/56 166.7 46 6 .8 2o5.7 576.o 39.0 109.2
1956/57 145.2 h06.6 168.4 471.5 23.2 65.o
1957/58 167.6 h69.3 213.8 598.6 46.2 129,4
1958/59 161.7 452. 8 235.9 66o.5 74.2 207.7
1959/6o 189.9 531.7 225.9 632.5 36.o 100.8
1960/61 189.0 529.2 224.7 629.2 35.7 100.0
1961/62 151.0 h22.8 261.7 732.8 110.7 310.0
1962/63 197.8 454.9 353.8 813.7 156.0 358.8
1963/6h 238.2 5h7.9 h18.7 963.0 18065 415.1
1964/65 265.2 610.0 hoo.8 921.8 135.6 311.9
1965/66 1/ 258.6 594.8 X55,5 1047.7 196.9 452.9

1/ Preliminary

Source: Central Bank of Egypt



Table A34 i Comnodity C2a&I=ionef Exportst 1952/53-1l64/65-

1952/53 1958/59 1959/60 1960/61 1961/62 1962/63 1963/61h 1964/65

FOODSTUFFS

Fish 0.1 0.. 0.4 0.6 C.6 0.9 0.7 0.8
Onions, rsY 3.5 3.7 2.7 3.6 4.9 44 4 .6 6.3
Onions, dehydrated 0.4 0.7 0.2 0.6 114 1.9 1.3 1.3
Potatoes 0.1 2.0 2.1 1.2 2.5 2.7 1.4 1.3
Fruits 0.1 0.7 1.3 0.8 o.6 0.7 0.9 0.7
Rice - 3.9 4.7 12.5 2.8 19.0 31.2 21.6
Groundnut, _ 1.6 1.1 1.3 °-4 0.5 1.1 0.7
Sugar, molasses, ete. 0.6 1.6 2.1 2.1 2.5 2.2 3.9 1*5
Others 0-5 0'8 0.8 1.1 1.2 1.9 1.9 4.6

TOTAL 5.2 15.3 16.0 23.7 18.0 34.2 46.8 38.8

RAW MATERIALS

NMaganese - 0.9 1.2 1.1 0.7 0.9 1.1 0.9
Lie phosphate 1.3 1.4 1.6 2.4 1.1 14 1.5 1.5
Raw ¢otton 132.4 115.1 134.3 121.5 88.6 103.7 117.4 14±8.3
Flax and heap, raw 0.5 0.5 0.4 1.0 0.8 1.6 1.3 0.6
Others 0.3 0.1 0.4 0.4 0.5 .5 0.5 0.°4

TOITAL 134.5 118.0 137.9 125.4 91.6 102.0 121.8 5L1.1

Crude oil - 4.1 3.2 4.0 7.2 13.6 114.8 10.5
Benmine and kerosene - 0.2 1.1 1.0 1.4 1.9 2.4 4.1
Nazout, diesel, solar oil 1.4 0.2 0.2 0.9 1.0 2.2 14.2 6.6
Others 0.2 0.2 0.2 0.1 01 0.2 0.3 0.1

MTTAL 14.6 14.7 5.9 9.7 17.9 21.6 21.3

FIHSH!fl'& sEIM4flSElD
PRODUCTS

Oil and cake (cotton used and
othexs) ~~~0.9 0.9 0.9 o.14 0.14 1.0 0.9 1.0

Cements 0C3 1.3 1.5 2.0 2.9 1.4 1.1 1.5
Chemicals, medicines,

pharmaceuticals 0.2 0.7 0.7 0.8 0.9 0.9 1.3 1.4
Rubber, tyres, tubes - 0.6 0.9 1.1 0.3 0.4 0.7 0.3
Bocks, neve prints and .

periodicals 0a3 1.0 0.9 0.8 1.2 1.2 1.5 1.8
Artificial silk, yarn and

fabrics 1.9 1.2 2±.0 1.9 1.14 1.1 1.21.
Cotton yarn9 2.5 7.6 7.6 0.7 10.0 12.0 21.0 23.5
Pure cotton, piece goods 0.8 3.6 7.1 7.7 8.0 7.7 9.0 10.4
Clothings, made-up cotton pure

or mixed kIe*M at linen 0.2 0.1 0*5 0.3 0.5 0.5 1.13 1.5
Footwear 0.T 0.14 0.9 o.6 0.3 0.2 0.2 O.A
Others 0.2 0.6 1.0 2.3 0.9 1.9 2.8 3.4

TOTAL 8.0 18.0 24.1 27.7 26.8 28.4 40.7 46.2

Other Exports (unspecified) 8.2 5.8 7.2 6.3 5.9 9.3 7.4- 7.5

TOTAL E1PORTS/ 157.6 161.7 1892 189.0 151.0 197.8 238.3 2652

;/ Totals may not add because of rOwfdng

Soweet Central Bmk of Rgypt



Table A 35: Commodity Composition of Imports, 1952/53-1964/65

1952/53 1958/59 1959/60 1960/61 1961/62 1962/63 1963/64 1966/65

CONSUMER GOODS

Living Animals 10 1.9 1.1 1.7 1.0 1.8 3.9 2.6

Meat, Fish & Preparations 1.5 1.7 1.8 2.3 2.1 2.0 1.9 5.3

Milk, Dairy Products, Eggs & Honey 1.8 o.5 0.7 0.6 o.6 2.9 1.6 2.5

Vegetables 1.3 0.9 1.2 1.3 1.7 1.3 1.1 0.o

Edible Fruits 3.6 1.7 1.7 1.5 1.3 1.3 2.0 o.5

Coffee 2.1 2.0 o.6 1.2 1.3 0.9 1.0 0.3

Tea 7.1 5.5 8.1 9.0 7.9 12.0 11.0 11.6

Wheat 29.6 18.3 13.4 9.3 22.2 25.4 33.4 31.4

Wheat flour 9.2 10.9 10.7 8.0 16.3 24.7 28.4 28.0

Maize - 0.9 1.9 1.l 5.2 4.6 10.2 6.4

Sesaxie - 0.2 0.7 0.3 1.1 o.8 1.0 0.4

Oils and butter 1.4 1.9 1.3 2.3 3.8 11.6 5.o 13.7

Sugar 0.7 2.1 0.4 2.2 2.6 1.6 6.4 4.7

Kerosene 6.6 4.1 5.2 4.2 3.1 3.3 1.1 O.6

Medicines and pharmaceuticals 4.4 7.3 5.5 1.7 5.1 8.8 15.2 5.°

Insecticides and disinfectants Ol. 2.3 1.4 0.8 3.6 7.0 5.6 9.2

Textiles, (silk, cotton and wool) 7.0 1.2 4.4 3.0 0.3 - - -

Woven fabrics 0.4 o04 0.7 0.5 0.9 1.7 1.2 0.7

Pottery 0.8 1.2 1.3 1.3 o.6 o.6 0.9 0.9

Others 3.2 4.9 6.3 3.3 2.7 1.2 1.6 2.6

TOTAL 81.7 70.0 68.6 55.5 83.3 113.3 131.9 126.9

Intermediary Goods

Oils, fats, butter for Industry 2.2 3.3 2.7 2.4 1.4 0.2 o.6 -

Tobacco 5.0 5.6 4.9 5.2 5.3 6.7 7.3 7.9

Coal o.8 0.9 1.4 1.8 3.0 2.5 2.5 5.o

Crude Oil 0.7 12.5 11.8 11.1 9.8 26.2 37.9 29.9

Lubricating oils 1.4 1.8 1.8 2.2 1.3 2.2 2.L 3,0

Mazout, diesel and solar oil 4.3 3.7 4.1 4o. 2.3 1.3 1.6 0.3

Chemical salts and products 6.5 11.9 13.1 7.3 7.0 13.9 19.1 12.0

Fertilizers 12.1 8.8 8.8 7.8 6.o 6.6 4.6 12,2

Hides and Skins 0.3 0.7 1.0 0.8 o.6 0.6 1.0 0.6

Rubber 1.6 1.8 1.6 1.7 1.2 1.9 2.7 2.2

Wood 7.0 9.3 7.8 8.7 8.9 9.9 11.3 15.6

Pulp for paper 0.2 1.4 1. 1.8 2.6 2.7 3.4 2.5

Cardboard and paper 4.7 7.2 7.2 8.6 7.6 6.2 6.2 3.3

Wool (raw) 1.8 3.5 3.7 3.5 3.0 6.8 5.0 6.0

Jute (raw) 0.1 o.6 0.5 2.6 2.8 2.0 1.9 1.8

Jute sacks (empty) 1.8 2.0 2.0 3.4 2.3 1.8 1.0 6.1

Pig-iron, haematite and spiegle iron 0.1 0.6 O.6 0.9 2.6 1,8 1.5 1.

Bars and corners of iron and steel 2.3 1.9 3.2 2.9 3.6 6.9 6.3 5.7

Rails, railway sleepers of iron and steel 0.5 1.5 0.4 o.8 1.9 0.9 0.9 1.0

Sheets of iron or steel 1.5 2.8 2.6 3.4 3.1 4.3 4.6 7.3

Tubes, pipers and points of iron or steel 1.9 2.2 4.0 3.2 3.3 4.2 3.8 2.9

Others 5.3 4.9 5.6 4.4 3.5 5.7 6.9 6.5

TOTAL 62.0 88.4 89.2 88.6 82.2 113.3 130.6 133.6

Investment Goods

Structures of iron or steel 0.9 1.3 0.8 1.8 2.8 7.2 10.7 6.2

Boilers and auxiliary parts 0.4 0.5 0.1 0.2 0.8 2.2 3.7 2.2

Pumps, engines and parts 2,8 3.8 4.8 5.2 3.8 7.8 10.7 7.9

Locomotives and tenders 0.5 0.8 0.5 4.8 16.5 3.3 3.6 4.9

Tractors 0.5 1i8 2.2 1.8 3.3 4.5 2.6 1.7

Lifting and loading apparatus 0.7 o.6 0.7 0.7 0.9 o.6 1.4 1.0

Machine tools 0.8 2.1 1.5 1.5 1.1 3.4 3.8 1.6

Machinery and looms for weaving asd parts 3.0 6.3 6.5 6.3 3.8 4.1 5.6 2.0

Machinery and apparatus for industry
or agriculture 2.5 9.1 11.6 7.5 3.2 4.7 9.8 d.7

Parts of Machinery, mechanical and
transmission apparatus 2.0 3.0 2.5 3.2 1.5 3.1 6,. 8.1

Generators, motors, transformers o.8 1.5 1.1 1.2 1.6 2.5 3,8 7.0

Electric cable and wire (insulated) 1.7 3.1 1i. 1.1 1.6 1.0 2.2 2.6

Electric apparatus and parts 6.3 6.4 5.1 4.7 6.6 10.9 16.1 12.2

Parts, accessories, motors and chassis for
automobiles, buses, lorries and passenger cars 3.2 6.1 4.5 3.4 6.0 10.2 16.8 12.1

Buses, lorries and passenger cars 2.6 3.2 5.6 2.9 2.8 4.1 7.2 5.o

Airplanes 0.5 0.7 1.2 o.6 5.8 2.3 1.4 3.0

Ships 0.1 1.8 - 2.3 2.3 2.4 0.6 1.3

Others 7.1 10.5 8.4 8.8 7.6 8.3 9.7 ,o

TOTAL 34.3 62.0 58.0 57.9 66.1 62.8 114.2 92.3

Other imports (unspecified) 11.7 15.5 10.1 22.7 28.1 44.5 62.0 47.Q

TOTAL IMPORTS 1/ 189.7 235.9 225.9 224.7 261.7 353.9 418,7 400.7

1/ Totals may not add because of rounding.

Source: Central Bank of Egypt



Ta7bl, A36: resti.ation of P=o-t.s

1952/53 1958/59 1959/60 1960/61 1961/62 1962/63 1963/64 1964]65LAs LE % LE II % LE L LE
'000tooo t'CO '000 '000 '000 '000 '000

Arab countries 9,652 6.1 15,t43b 9.5 2.1,554 11.3 23,501 12.3 19,4107 12.9 19,561 9.9 21,659 9.1 18,886 7.1'
smteau Europe 24t559 15.6 80,939 50.0 80,260 42.3 87,216 46.2 59,992 39.7 79,334 140.1 10lo,432 43.8 126,827 47.8

Westem Europe 77,163 149*0 35,8145 22.2 39,?35 20.9 30,619 16.2 38,968 25.8 52,553 26.6 59,601 25.0 58,980 22.2
The Aericas 11,818 7.5 3,229 2.0 13,530 5.5 16,1400 8.7 13,003 8.6 12,769 6.5 $,'1490, 6.5 13,2140 5.0
Far East - -28#652 18.2 23,101 14*3 314,516 18.2 27,992 114,8 214,49 9.6 27,3!1.4 13.8 23U, 2 12.1 40,553 15.3
Other countries 5,768 3.6 3,170 2.0 3,326 1.8 3,237 1.7 5,199 3.4 6,227 3.1 7,653 3.2 6,705 2.6

AOTAL 157,612 100l0 161,718 100 189,18 1C 188,965 100 150,989 100 197,818 100 238,237 100 265,201 100

Sourcet Central Bank of E,27pt



TABLE A37' SOURCE OF IMPORTS

1952-53 1958-59 1959.60 1960-61 1961-62 1962-63 1963-64 1964-65

LE 000 E ' 000 LE I 000 % LE ' 000 % LE ' OOO % LE I 000 % LE 'OOO % LE ' OOO %

Arab Countries 13,026 7.0 14,702 6.2 20,601 9.1 19,391 8.6 12,549 4.8 24,191 6.8 36,470 8.7 34,368 8.6

Eastern Europe 17,161 9.0 78,015 33.1 57,385 25.4 60,906 27.1 57,266 21.9 76,345 21.6 71,494 17.1 78,561 19.6

Western Europe 83,455 4h.o 92,862 39.4 82,447 36.4 70,652 31.5 87,341 33.4 118,600 33.6 i45,385 34.7 134,046 33.4

The Americas 59,179 31.2 26,645 11.3 4o,339 17.9 43,163 19.2 68,317 26.1 92,701 26.2 122,700 29.3 110,639 27.6

Far East 9,937 5.2 20,552 8.7 20,731 9.2 27,377 12.2 26,968 10.3 33,378 9.4 29,650 7.1 33,588 8.4

Other Countries 6,869 3.6 3,107 1.3 4,443 2.0 3,175 1.4 9,259 3.5 8,608 2.4 13,022 3.1 9,558 2.4

T 0 T A L 189,627 100.0 235,883 100.0 225,946 100.0 224,664 100.0 261,700 LOO0. 353,823 100.0 418,720 100.0 400,760 100.0



Table A38: PRtOJECTION OF' INVESTMENT AND RESOURCE GAP

(LE million at 1964/65 prices)

S = Savings
G = Resource gap, i.e., balance of payments deficit

All Alternatives Alternative

Production Investment I II III

S G S G S G

Base Year (1964/65) 1884 340 253 87 253 87 253 87

1965/66 2020 364 279 85 283 81 278 86

1966/67 2166 390 308 82 316 74 305 85

i967/68 2322 k18 340 78 352 66 334 84

1968/69 2h59 448 377 71 394 54 364 83

1969/70 2668 48o 417 63 440 40 399 81

Total 2100 1721 379 1785 315 1681 419

1970/71 515 461 5k

1971/72 551 509 42

Total over 7 years 3166 2691 475

Growth Rates:

Production; 7.2

Investment: 7.15

Savings: 10.5 11.7 9.5

Average Savings Rate: 1965/66 13.4 13.4 13.4

1969/70 15.6 16.5 14.9

Marginal Savings Rate: 1965/66 19.1 22.0 18.7

1969/70 22.3 25.7 18.7

Average Marginal Savings
Rate over Five Years: 20.9 23.8 18.7



Table A38: PROJECTION OF INVESTMENT AND RESOURCE GAP

(LE million at 1964/65 prices) (cont'd)

Notes: All alternatives provide for total investment of LE 3,166 million
over seven years increasing at a constant rate each year. Assuming
a constant capital/output ratio of 2.5 gives a growth rate of pro-
duction of 7.2% per year.

Alternative I assumes the use of external resources will amount to
LE 575, or 15% of total investment over the seven-year period, as
planned.

Alternative II assumes that the use of external resources would be
LE 315 million or 15% of total investment over the first five years.

Alternative III assumes that the marginal savings rate would remain
the same as it was during the past five years.

If production were to grow at only 6% the savings rates would
naturally have to be higher in order to keep the balance of payments
deficit dowqn to the target amount. The relevant figures are as
follows:

I II

Average Savings Rate: 1965/66 13.4 13.4
1969/70 16.5 17.4

Marginal Savings Rate: 1965/66 23.0 26.6
1969/70 28.2 32.4

Average Marginal Savings
Rate over Five Years: 25.7 29.4

Figures for the base year were derived from estimates provided
by the Ministry of Planning.

The calculations given in this table are not forecasts; they
are intended only to give some idea of how much savings will have
to be increased if the plan is to be carried out with a manageable
balance of payments deficit,



Table A39_ UNITED ARAB REPUBLIC - EXTERNAL MEDIUM- AND LONG-TERM /1 PUBLIC DEBT
OUTSTANDING INCLUDING UNDISBURSED AS OF JUNE 30, 1967

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents) Page 1

Debt outstanding June 30, 1966
Item Including liet of Undisbursed

undisbursed undisbursed balance

TOTAL EXTERNAL PUBLIC DEBT2 1, 9 993,082 668,707

Debt in convertible currency 758,957 626,115 132,842

Australia 267 267 -
Austria 957 635 322
Belgium 1,198 156 1,042
Canada 4.,092 2,231 1,861
Denmark 5,290 2,875 2,415
Finland 1,378 1,378 _
France 36,961 28,413 8,818
Germany 148,460 112,895 35,565
Italy 123,018 89,136 33,882
Japan 35,199 19,831 15,368
Kuwait 118,788 118,788 -
Mexico 229108 22,108 -
Netherlands 3,353 3,353 -
Norway 7 7 -
Saudi Arabia 5,996 5,996 _
Singapore 21 21 -
Spain 18P467 18 .,467 -
Sweden 13,908 9,159 4,749
Switzerland 5,283 1,966 3,317
United Kingdom 40,816 341,852 5,964
United States 131,890 112,351 19,539

IBRD loan 41,500 41,500 -

Debts to Eastern countries 902,832 366,967 535,865

Bulgaria 350 350 -
China 7,130 7,130 -
Czeschoslovakia 46,547 12,367 34,180
East Germany 20,734 5,338 15,396
Hungary 29,210 938 28,272
Poland 48,072 1,923 46,149
Rumania 10,769 161 10,608
U.S.S.R. 710,677 338,284 .372,393
Yugoslavia 29,343 476 28,867

See footnotes at end of table.



Table A39: UNITED ARAB REPUBLIC - EXTERNAL MEDIUM- AND LONG-TERM /1 PUBLIC DEBT
OUTSTANDING INCLUDING UNDI5BURSED AS OF JUNE 30, 19Th

(CONT.)

Page 2

/1 Debt with an original or extended maturity of one year or more.
75 Does not include the following items:

a' U.A.R. quota in the African Development Bank
b) IMF purchases
c) £ 10 million compensation to Shell Oil Company. Terms of the

agreement are not available
d) Uncommitted portions of frame agreements:

Bulgaria LE 5,2244,0o0
China LE 31,400,000
Czechoslovakia LE 48,675,000
East Germany LE 41,640,000
Hungary LE 19,036,000
U.S.S.R. LE 420313,000
Yugoslavia LE 8,h35,000

Total LE 196,743,000

Sources: Tables prepared by the Economic Cooperation Department of U.A.R.
For IBRD and U.S. Government loans, creditor sources were used.

Statistics Division
IBRD-Economics Department

October 7, 1966



Tabl,e Ah(O: UNITED ARAB REPUBLIC - ESTIATED CONTRACTUAL SERVICE PAYMENTS ON EXTERNAL
MEDIUM- AND LONG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UNDJBBURSED AS OF JUNE 30, 1966 A

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)
Page 1

GRtA:D TOTAL

DLLiT OUTST
(BEGIA OF PERIOD) PAY M'TS DURIN9, P RIJ ,

1N CLLJ )I CG AMORTI-
YEAR UNOISBURSED ZATION INTEREST TLTAL

1966,L 1,574,17' 91,778 10,353 1'2,131
1967 1,482,392 14"9,429 27,778 168,206
19 o8 1,341,463 126,767 28,188 154,955
1969 1,215,19b 119,253 25,834 145,187
191( 1,i95,943 153,794 33,344 167,138
1971 942,149 13o,499 28.755 167,254
1972 F.-'3,65) 127,'44 22,478 149,523
1973 676,695 107,799 18,914 126,714
1974 568,8)6 98,917 15,22Z 114,13'k
1975 469,889 87,333 12,268 99,6o.
1976 and after382s556 382,556 . n.e

DE6T TI; CONVERTIBLE CUR:4ENCY

OLD-UT OUTST
(BEGIN 1F PERPID) PAYMENTS DUR ING PERIUi;

INCLUDIPiG AMORTI-
YEAR 0: 191 SBURSED ZATION INTEREST TOTAL

1966 738,137 82,198 9,562 92,46C
1967 655,14 1C2,;99 17,950 120,049
1968 553,249 85,740 17,792 103,532
1969 467,301 78,467 149900 93,367
1970 388,834 72,342 17,032 H9,374
1971 316,492 51.,367 13s934- 71,301
1972 259,125 49,988 9,854 59,841
1973 209D137 - 34,779 7,573 42,352
1974 174,358 29,142 5,749 34,891
1975. 145,216 2,.636 4,524 27,160
1976 and after122,580 122,586 no. a.no



Table A40O: UNITED ARAB REPUBLIC - ESTIMATED CONTRACTUAL SERVICE PAYMENTS ON EXTERNAL
MEDIUM- AND LONG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UND:IBURSED AS OF JUNE 30, 1966 /1 (CONT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)
Page 2

AUSTRAL I A

DEBT OUTST
(BEGIN OF P'RIUD) PAYMENTS DURI f, PLRI OIT

INCLUDING AMURTI-
YEAR UADIDSURSEF) ZATION INTEREST TOTAL

1966/2 267 1i 7 25
1967 248 37 14 51
1968 212 37 9 46
1969 175 37 9 46
1970 13R 37 7 44
1971 1(1 37 5 41
1972 64 37 5 41
1973 2e 28 2 31

AUSTR IA

tDE5T OUTST
(BEGIN OF PERIon) PAYMENTS DIJRING PERIUD

INCLUDING AMURTI-
YEAR U`4DISbURSED ZATION INTEREST TJTAL

1966 /2 754 191 - 191
1967 568 117 39 156
1968 451 117 18 136
1969 333 117 16 133
1970 216 106 9 115
1971 110 110 5 115



Table A4o: UNITED ARAB REPUBLIC - ETIMATED CONTRACTUAL SERVICE PAYMENTS ON EXTERNAL
MEDIUM- AND LONG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UNDISBURSED AS OF JUNE 30, 1966 /1 (CONT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)

Page 3

F' E L G I UlM

DtYT OUTST
(BEGIN OF PER IOD) PAYME:NTS DURING17 PERIOD

INCLUDING AMURTI-
YEAR UiNDISBURSE0 Z TION INTEREST TOTAL

1966/2 1,198 2e,7 14 221
1967 991 225 46 271
1968 766 223 41 264
1969 543 2 6 30 23G
1970 343 2reC 23 223
1971 143 143 7 149

CANADA

DE!iT fjUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIoD

INCLUDING AMCiRTI-
YLIAR UJ nISBURSED ZATION INTEREST TOTAL

1966/2 49092 281 - 281
1967 3,811 446 23) 676
1968 3,365 446 216 662
1969 2,919 446 202 649
1970 2,472 446 189 635
1971 2,)26 446 175 621
1972 1 ,58 446 1 61i 607
1973 1,134 446 147 593
1974 688 446 133 590
1975 241 241 60 3{j1



Table AhO: UNITED ARAB REPUBLIC - ES71MATED CONTRACTUAL SERVICE PAYMNTS ON EXTERNAL
MEDIUM- AND LONG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UNDISBURSED AS OF JUNE 30, 1966 /1 (CONT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)

Page 4

DENMARK

DEBT OUTST
.(BEGIN OF PERIOJD) PAYMEATS DURING PERIuU

INCLUDING AMORTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

1966 /2 5,290 734 136 869
1967 4,556 1.217 235 1,451
1968 3,342_! 1,242 177 1,419
1'969 2,'98 837 120 957
1970 1,12623 839 69 908
197.1 421 .421 .7 428

F INLAND

DEBT OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMr)kTI-
YEAR UilDISbURSED ZATION INTEREST TOTAL

1966/2 1, 378 78 14 92
1967 ? 1,299 414 62 476
1968 885 439 41 481
1969 446 446 23 469



Table A40: UNITED ARAB REPUBLIC - ESTIMATED CONTRACTUAL SERVICE PAYKENTS ON EXTERNAL
MEDIUM- AND LONG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UNDISBURSED AS OF JUNE 30, 1966 /1 (CONT.)

Debt Repayable in Foreign Currecy

(In thousands of U.S. dollar equivalents)

Page 5

FRANCE

DEbT OUTST
,(BEGIN OF PERIOD) PAYME'JTS DURINo PERIQD

INCLUDING AMURTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

1966 3/ 36,961 15,969 69 16,038
1967 2'),992 71,137 122 7,259
19%8 13,855 4,(176 163 4,239
1969 9178'- 3,970 104 4,073
1970 5,81v 3,176 58 3,234
1971 2,633 1h334 23 1,362
1972 1,299 1,29;4 12 1,311

.; ER MA M Y

DEBT JUTST
(BEGIN OF PERIOD) PAYMENJTS DURING PERIOD

INCLUDING AMORTI-
YEAR U'ADISBURSED ZATION INTEREST TOTAL

1966/2 148,460 8,193 2,995 11,187
1967- 140,?66 14,347 5,945 20,293
1968 125,920 17,577 5,750 23,327
1969 108,344 18,927 49828 239754
1970 89,417 17,643 3,802 21,445
1971 71,774 14,274 2 t9 1 4 17,188
1972 57,500 13,784 1,493 15,277
1973 43,716 10,66C 862 11,523
1974 33,056 7,116 481 7,597
1975 25,939 7,072 304 7,376
1976 and after 18,867 18,867 n,.a noea



Table A40: UNITED ARAB REPUBLIC - ESTIMATED OONTRACTUAL SERVICE PAYMENTS ON EXTEWAAL
MEDIUM- AND LONG-TERM PU1BLIC DEBT OUTSTANDING INCLUDING

UNDISBURSED AS OF JUNE 30, 1966 /I (CONT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)

Page 6

ITALY

DE'aT OUTST
(BEGF1N OF PFRIOn) PAYMENTS OURINGu PERIOD

INCLUDING AMfiRTI-
YEAR U,dIS213URSED ZATION INTEREST TUTAL

1966/2 I2,297 13,46'. 1 ?,268 15,727
1967 88,837 18,'714 3,231 21,245
1968 70,824 20,937 3,51'D 24,447
1969 49,887 18,257 2,47) 20,728
1970 31,630 12,42? 1,654 14,0,76
1971 19i2G7 9s77 Q 1,251 1I322
1972 9,437 6,148 184 6,332
1973 3,289 966 129 19c;95
1974 2,323 966 74 1,L40
1975 1,357 q66 18 984
1976 and after 391 391 nrao nra.

J A P AN

-DF T tJUTST
(BEGIN OF PERIlO) PAYMENTS DURING PERIOD

INCLUDING AMfJRTI-
YEAR UjNDISBtJRSEf) ZATION INTEREST TOTAL

1966/2 35,199 2,256 409 2,666
1967 32, 943 7,424 1,412 8,837
1968 25,518 6,997 1t212 8,209
1969 18,522 5,239 897 6,136
197C 13,282 3,997 658 4,655
1971 9,285 _ 2,518 389 2,907
1972 6,767 21231 271 2,502
1973 4,536 1,667 172 1, 84C
1974 2,868 1,523 90 1,612
1975 1,345 672 37 7o)R
1976 and after 673 673 n.9. n.a.



Table A4O: UNITED ARAB REPUBLIC - ESTIMATED CONTRACTUAL SERVICE PAYMENTS ON EXTERNAL
MEDIUM- AND I)NG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UNDISBURSED AS OF JUNE 30, 1966 /1 (CONT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)

Page 7

KUWA IT

DC-3T OUTST
(BEGIN OF PERIOD) PAYMENTS DURI'1G PLKRIOV

1 JCLUDING AMORTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

1966/.2 l18,788 3,579 - 3,579
1967 115,209 704 _ 7G4
1968 114,505 1,918 908 2,827
1969 112s587 .Z,852- 1,414 4,266
1.97!) 109,735 9,892 6,714 16,606
1971 -99.S-843 5 . _ ,892-. 6 079. 15, 971
1972 89,951 10,366 5,435 15,801
1973 79j585 10r366 4t772 15,139
1974 69,218 1 i,366 3,977 14,343
1975 58,85? 1f,1366 3,457 13,823
1976 and after 48,486 48,486 noas n.a.

MEX ICO

DCE)T OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMURTI-
YEAR UNDISbURSED ZATION INTEREST TOTAL

1966/2 22i108 9,5i7 99517
1967 12,590 12,590 - 12,593
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NETHFRLANDS

DLBT UUTST
(BEGIN OF PERIOD)) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISBURSED 2ATION INTEREST TOTAL

1966/2 3,353 2,691 _ 2,691

1967 662 662 - 662

NORWAY

DEBT OUrST
(BEGINs OF PERIODr PAYME:ATS DURING PERIuD

INCLUDING AMORTI-
YEAR UJNDISBURSED ZATION INTEREST TOTAL

1966 /2 7 7 _ 7
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SAUDI ARAi IA

DEBT UJTST
(BEOIN OF PERIOO) PAYMENTS DURING PERIOD

INCLUDING AMURTI-
YEAR UNDISMURSED ZATION INTFREST TOTAL

1966/2 5,996 1I91 - 1,407
1967 4,589 2,815 - 2,815
1968 1.774 887 - 887
1969 887 887 - 887

SINGAPORE

DEBT OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDIVNG AMORTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

1966/2 21 21 21
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SPAINI

DEBT OUTST
.BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

1 9-6-b 2 h 18,467 1,863 _ 1,863
1967 L6,- L64 3 v 6845 - 3 685
1968 12,919 3,685 _ 3,685
. l969~ _.. . 9t234 . 3,268 5 ..._ .- 3, 685
1970 5,550 3,685 _ 3,685
.9 L71 _.1 B _]8-6._ 15-

SWEDEN

DEBT OUTST
(BEGIN OF PERIOD) PAYMENTS_D UR I-NG P ERIOD

INCLUDING AMORTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

1966/2 13,908 3,524 - 3,524
1967 10,384 3,402 - 3,402
1968 6,983 3,303 - 3,303
1969 _ 3,680 1,502 - 1,502
1970 2,178 1,212 - 1,212
1971 __._ 966 966 __ _ 966
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SWITZERLAND

VEBT OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNlDISBURSED 4ATLON INTEREST TOTAL

1966- 5,283 943 14 957
1967 4,340 927 18 945
1968 3,413 1,132 5 1,136
1969 2,28_ 57i?O - 57C
1970 1,711 570- 570
129f1 . 1,141 . . 57. S -_ _ 5Z7
1972 570 570 570

UNITED KINGDOM

DEBT OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISbURSED ZATION INTEREST TOTAL

1966' 40,816 10,000 692 10,693
1967 30,815 10,460 1,097 11,557
1968 20,355 6,675 816 7,491
1969 13,680 4,759 639 5,398
1970 8 ,922 3,236 504 3,740

.61971 _62t486 400 __2_886
1972 3,199 2,245 223 2,468
1973 954 954 _ 954



Table A40: UNITED ARAB REPUBLIC - ESTIMATED CONTRACTUAL SERVICE PAYMENTS ON EXTERNAL
MEDIUM- AND LONG-TERM PUBLIC DEBT OUTSTANDING INCLUDING

UNDISBURSED AS OF JUNE 30, 1966 /1 (CONT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollar equivalents)

Page 12

UNITED STATES

DEBT OUTST
.... (.BEG,IN OF PERIOD) .PAYMENTS DURING PERIQD

INCLUDING AMORTI-
---YEAR .UN11_bURSED 4ATION [0TRKEST . TOTAL

1966 /2 131,890 5,960 1,701 7,661
.19o7 . 125,930 .13,476 3,188 16,663
1968 112,454 12.,<51 2,854 14,904
1969 . .100,4Q4 l.117.35 2,317 14,0 52
1970 88,669 9,379 1,779 11,158

_1.9.7L - 7 9 329ZQ -7 i Q3a ._.1_4 3 7 .. 8,470)
1972 72,257 7,361 1,163 8,524
1973 . .64 9i6 -..4t190. 909- 5,100
1974 60,706 3,225 747 3,972
1975 57,480 3,319 649 3,967
1976 and aftw 54,9161 54,161 noa. no.e

IBRD LOAN

DE8T OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UtiDISBURSED ZATION INTEREST TOTAL

1966 /2 41,500 2,000 1,244 3,244
1967 39,500 4,000 2,310 6,31(
1968 35,500 4,000 2,070 6,070
1969 31,500 4,000 1,830 5,830
1970 27,500 5,50O 1,568 7,068
1971 . 22,000 5,500 _1238 ___ t73
1972 16,500 5,500 908 6,408
__1973. _.p AQQ 5,500 _ 578 6,078
1974 5,500 5,500 248 5,748
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DEBTS Tfl EASTERN COUNTRIES

nEtJT OUTST
{BEGIN OF PERIJOD) PAYMENTS DURING PERIlOD

IACLUDING AMORTI-
YEAR UJNDISBURSED ZATION INTEREST TOTAL

1966/2 8364133 8,88U 791 9,671
1967 827,252 38,329 9,828 48,157
1968 768,923 411,27 10,396 51,423
1969 747,896 4<,786 IC,934 51,720
1970 707,110 81,452 16,312 97,764
1971. 625, 657 .81., 132- 14, 821 -95,954
1972 544,525 77,057 12,625 89,682
1973 467, 468. 73 ,-2 11,341 84,362
1974 394,448 69,775 9,471 79,246
1975 324,673 64,697 7,744 72,441
1976 and after2Z9,976 259,976 n.a. noao

RLJLG\RIA

DEBT OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

/966 5 - 1 -7P
1967 232 138 138
1C968 94 94 - 94
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CHINA

DEBT OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISBURSED - ZATION INTEREST TOTAL

1966- 7,130 _ - -

1967 7,1 3' _ _ _
1968 7,130 _ _ _

4969 7?131 . - _
1970 7, 130 . _ _

4 9711- 1L__. - -

1972 7,130 713 - 713
973. 6 417 713 __ - 713
1974 5,704 713 - 713
1975 4,991 9 _ 713 - _ 713
1976 and after 4.,278 4l,278 noa. a*na.

CZECHOSLOVAK IA

DEBT OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISBURSEO ZATION INTEREST TOTAL

1966/2 46,547 1,203 336 1,539
1967 45,344 8,018 1,253 9,271
1968 37,327 7,385 1,056 8 441
1969 29,941 6,861 828 7,689
1970 23,080 6,854 513 7,367
1971 16,226 3_5,998 430 6,428
1972 101,228 3,250 262 3,512
1973 - 6,978 __ 1,847 172 2,019
1974 5,131 1,635 115 1,750
1975 3,496 _ 1,635 53 1,688

. . _ _ _ _ _... _. _ _ _. . . ... 
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EAST GERMANY

DEBT OUTST
(BEGIA OF PERIOD) PAYMENTS DURING PERIQD

INCLUDING AMORrI-
YEAR UNDISbURSED ZATION INTEREST TOTAL

1966/2 20,734 1,256 87 1,343
1967 _19_479 11753 294 2,C47

1968 17,726 1,736 237 1,973
1969 15,990 1,962 _ 547 . 2,509
1970 14,028 2,394 377 2,771
L971_ _ll163 __2±2IQ _ 310 _- 2,521
1972 9,423 1,769 246 2,015

-973 71,654 127D2 - 195 1,897
1974 5,952 1,171 241 1,412
1975 4 ,782 1,t 157 120 1,276
1976 and after 3,625 3,625 na* noas

HUNGARY

DLBT OUTST
_ _(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISBURSED ZATION INTEREST TOTAL

1966/_ 29,2i0 757 55 812
1967 28,453 3,137 327 3,464
1968 25,316 4,133 425 4,559
1969 21,183 4,020 414 4,434
1970 17,163 3,827 409 4,237

,1971 __13,335 3,767 333 4,lOL
1972 9,568 2,811 223 3,034
1973 6,757 2,811 154 2,965
1974 3,947 2,061 90 2,150
1975 1,886 1,065 39 1,104
1976 and after 8ZL 821 in.a. rnIa.*
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POLAND

DEBT OUTST
.- IBEGIN OF PERIOD) PAYMENTS DURING PERIUD.

INCLUDING AMORTI-
YEAR .U.NPISBURSED Z-ATIQON IN4TEREST TUTAL

1966 48,072 902 170 1,072

1-9 7 47.111. 1.2P5 175. 1t380
1968 45,965 1,212 154 1,366

969- . .... ..441753 _ l.212 . - 136 . 348
1970 43 ,541 5,154 1,035 6, 189

1972 33,366 4,851 810 5,660
]~971 . 2555 - 4,841 7Q01. .- 5,543
1974 23,674 3,942 552 4,494
1975 19,732 32942 460 4,40>2
1976 and after 15,790 15,790 nea. no.a

RUMAN IA

DEBT OUTST
IBEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDDING AMORTI-
YEAR UNOISBURSEO ZATION INTEREST TOTAL

19661-1,769 25- 2
__1967 10,743 _ 36b1l 46 407

1968 10,382 1,256 202 1,458
1969 9,126 1,523 218 1,741
1970 7,604 1,513 186 1,700
1971 6 9C _ 1,513 152 1,_665
1972 49577 1,513 48 19562

1973 3.9 064 1,504 19504
1974 1,559 1,267 t 267
1975_ - 292 292
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* . .. . .... .. S.. S . R

F)L,3T OUTST
(BEGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YtAR UNDISBURSED ZATION INTEREST TOTAL

1966 /2 643,977 3,443 48 3,491
1967 640,534 2Z,423 7,601 30,024
1968 613,111 22,995 8,052 31,048
1969 595,116 -222995 8,579 31,574
1970 572,120 56,372 13,393 71,765
L971 513 749 . t.-312 12,37 25Q9
1972 455,377 58,213 10,624 68,837
1973 397,164 56,913 9,80.0 66,714
1974 340,250 56,506 8,236 64,743
1975, 283,744 5s,592 6,918 60,511
1976 and after 230,152 230,152 n.a. n.a.

YUGOSLAVIA

.DEBT OUTST
t3EGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISbURSED ZATION INTEREST TOTAL

1966/2 29,343 1,173 94 1,272
1967 28,166 1,295 131 1,426
1968 26,871 2,215 269 2,484
1969 24,656 2,213 212 2,424 2
1970 22,443 3,337 398 3,735
1971 19,1,06 4,250 536 4,786
1972 14,856 3,938 412 4,349
1973 10,918 2,689 317 3,C06
1974 8,229 2,479 237 2,716
1975 5,750 2,3C0 154 2,454
1976 and after 3,50 3,450 noao n.a

See footnotes at enod of table.
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/ Includes service on all debts listed in Table 1 prepared October 7, 1966
except the following loans, for which the amortization terms are not available:

Austria $ 198,000
Italy $20,721,000
UoS S*R. $66,700,000

$87,619,000

/2 Amounts outstanding are as of June 30, 1966; payments in 1966 are for the
second half of the year only.

Sources: Tables prepared by the Economic Cooperation Department of U.A.R. for
IBRD and UeS. government loans, creditor sources were used.

Statistics Division
IBRD-Economics Department

October 7, 1966
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· · 

1'"dE ' FOREJONE BENBrITS AND coSts OF A PIU.VElrrED Bmnt: 

Conoeptual Problema and an Applic"Uon to the U.A.R.* 

Introd-action: 

1. Among the ch1et problezu that lU.Il1 W1derde~eloped cO\4~tries. 
face today, is the "problem of overpopulation." As a result ot the large 

drop ~ death rates following World. War I_I,_ the . J:'ai:4 ot·P*\l.a.tion growth 
.' _ , r 

has accelerated. .to an ext;er4 which seriOWflT imperils the success of many 

efforts at economic develo~Jent. Since the manipulation of death rates 

cannot be considered a PO~'.cy var1able, various studies have tried to 

investigate the stfect of a lower fertility on ecOl'lOm1c development. 

At'teq)ts to quantU'y this relationship have taken two forms. The first _. 
is 	that ot Coale and Hoaver,Y who U8~ vari0U8 asswnptions which en.1ble 

them to trace the path 0: per capita income with and without a reductior: 

in 	fertility. 

* 	This paper' is an abbreviated version of part of my unpublished Ph.D. 
dissertation, "Benefits and Costa of Populatior Control with Special 
Reference to the U.A.R. (Egypt), "Harvard Un1ver~ity, 1967.. (Hence
forth this source is re1'erred to as BCPC). It is Contribut.ion ~~o. 37 
from the Harvard Center tor' Population studies. I wish to thank 
Professor H. Le1benste1.u for raa.ny helpi'ul carnents. This research 
was supported with a grtPt fran the Harvard Center for Population . 
Studies, for which gratCful acknowledglnent is made.

'b' A.J. Coale ani E.K. Hoover, topulation GroWth and Econ2.,mic Develop .. 
mant in Low Income Countries, Princeton University Pressl 1958. 

'. 
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. . 11 
The second,· 1l1troduced by' Enke, i8 to treat inveatn.erit in population 

control as arr:t other economic project, arli to work out a bttnefit<ost · 

ana.l.ys18 ot sUCh an investment. Vffl7 br!etljr, the essence ot this 

approach 18 to work out the conslDlption and productivity streams of an 

unbo~ child, and .. &tt3r ap~opz"1ate discounting - to subtract the 

latter trClDl the tolMDSr to get' the net economio benetits ot preventing 

a birth. lbese benetits are measured in terms or the inCOJ1J9 stream 

that becomes available to the econ~·~.1!I.hole, as a resul.t tl£ 
. 1 . " . '. > , ., • 

, preventing one birth. Tald.ng th18-4~ -:s our staz:tinl point" the 
. . .. l. .. 

object or th1a paper 1& (a) to retine am utend th1a analysis, both 
, i · 

by worldng out the upper 'am lower l1m1tu or the above bene1'its, as well 

as trying to include Idditional ertects that Are capable ot being quanti

tied, and (b) to expJ.1cit~ c.naljozo tho o.8mwpticxs run hence li.'"rltr.tions 

of such a pl"ocedure. To this end, ve can oCXlVen1ent~ break down the 

discussion ,ot th1a paper into three separate parts. The tirst is a 

descr~ption or the varioua ett.cta am their combination in a benefit

cost criterion. The MCond considers the \:onceptual problems arising out 
,- . 

. 
ot the application ot such a oriterion, and the third applies CUI' frame

work to the case ot the U.A.R., in order to get &n_ estimate "t the 

various JIBID1tudes involved. 

• 
S. Enke, tiThe 0a1na to India tl'oIIl Population Controll Some Moner 
Heasures and Incentive Schemel," The Review 01' ~onomics and 
Statistics, Vol. XLII, No.2, MIT ~, pp.~-18i, 8iii alSo liThe 
Econadca or Government PaynKmta to L1m1t Population," EcQnom1~ 
Develpt IU'Xi Cultural Chanp. Vol. VIII, No.4, July 1960, pp.
139-) • 1£'8 concept\i&i tramework is also outlined. in Economic.s tor 
Devel0pOfnt. Prentice-Hall Inc., 196), Chapter 20 am in liThe Economic 
Aspect 0 Slow1.ng Population Growth, "Economio Journal. Vol. LXXVI, 
March 1966. 

http:Slow1.ng
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I ... The Benefit ..cost Czo.1terionz 

2. The ettect ofprevent:l.ng a specUiod. nuraber of births can 

affect per capita income tbr~ several possible paths. First, and 

almost by definition the per capita income is increased because the 

unbO':n ch1ld would have added nothing to production" whereas he 'Would 
. i 

have been a consumer. Thus" the same national output is divideci al1\ong 

a smaller population~ · This is a" in the Sho~-runY when the size of 

... 
~ . . 

longer perspective" however" the ..mborn.. -.C.A1ld 'Would havejpi:wL t-!"(e labor 
' ,"- - .•.. ,- "- ' 

force" so that output is smaller in the iowEfr f&rtUity case. This 

reduction is measured by the marginal product of labor. Thus the net 
., . : benefits ot ihis Wt1al effect can be measured by the difference 

'- between the 'consumption strew. and p"odu~tivity stream of en unborn 

child. 

Secocd.. as a. result of the initial increase in per capita 

income" either consumption per worker and/or savings per loiorker will 

rise. This in turn w111 increase the rate of growth of income. Hence, . . 
not onq is the same national output being divided among fe'Wer people, 

but_also the natlonaloutput itself may be larger" as a result of a .. 
lcnilr fertility. Let us look at how this can occur. 

4. = First it can occur through the 'Wage productivity effect, •. . ~. 
whicn has been analyzed by H.' Le1.benste~Jl.- The basiS of this -effect 

is that the increased food con~umpt1on resulting from the initial increase 

Y The "short-run" is defined here as the length of time betl"een birth 
and the average age at which persons enter the lab~r force.

Y H. Leibenstein, Economic Backwardness ard Economic Growth, ~~e'W York, 
1951" Ch.. 6, pp. 62..69. . • 

http:ofprevent:l.ng
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in per capita income will lead tel an increased supply of effort resulting 

ill a greater output. The strength ot the relationship between increasro 

income per capita ahd greater output depends on tJle follo'fing intervening 

links: It depends on (i) . the marginal propensit1 to consume food, (ii) 

the resultin& increased calorie ~.ntake, (iii) the increased supply of 

effort, (iv) the marginal product of effort. 

5. 'l1le :;reater the magnitude of relationships (i) through (iv), 

the greater the magnitude of the wage produ~~-ef:n6·t"~-' til ' the. CQll

text of underdeveloped countries, theEt.Xi~ .oL. 8~:&Jt"etftict;' implies 

that (i) the per capita consumption is below th" m1n.1J!1um calorie require

ments and. (ii) that the marginal product of effort is not zero. Even 

~hen this effect is present, one must allow fo~ the fact that it is onlY 

the consumption of workers that adds to output. Thus one must only take 

into account the proportion of the initial inCl."ease in income that goes 

to members of the labor force, and onl7 in tho'e periods of the year 

where there is no seasonal unemplollnent. 

. 6. next i turning to the savings e.ffeq,t, we note that the tot,Ell 

output ~ be larg~r because of changes in savings patterr~ resultjng 

from the initial. increase j.n inc~. Here it1s werth noting that the 

relevant changes are those that I)ccur in. savings per worker and not ..-
savings per' head. (Since l ill t&'le short~run the size of the labor force . ' S}' 

is constant l requiring more savings per wor:cer is the same as requiring 

larger totai savings). Because the population is smaller in the 10'. 
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fert1llty case, a higher savings :-.~.. head need not imply more capital 

per worker.!I It· is the latter \. ',:'.c'. id necess8l7' to secure a hi5hcr 

rate of' growth of' output. Thas, in the short-run what is necessary 

are larger total. savings, and not merely more savings per head w:"lereas 

in the long-run - when the labor force is smaller in the low fertility 

case - even the same total savings result in JQOl"e capital per wor~~'":" am 

which is beneficial. 

11 Here it is worth noting the dii"ference between the wagJ.. pr4illiWe't1.v1ty 
and the savings effect. In tm.-~.-jS;.t1W'~Propensity to 
consume (out of the increased pel'" capita 1nccae) ~ the Salne as 
the average one, then there w1l.l. still be an increase in output" be
cause workers will be getting more f'ood per head. i-lith the savings 
effect, however, a marg1nal propensity to save (out, of the increased 
pc" capita income) that is equal to the average one" will onl1 lead 
to an increase in savings per head, but not to an increase in savings 
per worker. Hence, :there are no benefits of increased output. The 
latter arise onl7 it, am to the extt.nt the.1J, the marginal propensity 
to save· exceeds the average one. Th" reason for this difference is 
that all capital is used by the labor force, whereas it consumes 

. on.ly part ot total consumption. This means that in order to incrtlase 
cap!tal. per wcrker, total savings must increase" (which in turn 
means that marginal savings DUSt exceed average ones), whereas it is 
not necessar,y for. total consumption to ibcrease, in order to raise 
consu."1Ipt!on per head. The latter can occur by switclUng food from 
the "non-labor" force to the labor force. In the case of' a prevented 
birth, this would occur because part of' the c<mBWl!ption that the 
unborn child would have used up, is diverted to the labor force. 
Hence, food intake per worker is increased, even with the sallle total 
consumption. .. 

·f., . 

--•

'
.,.. 
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c'olltbining the above thre~fects we shall ~asure the net 

foregone benefits of a pE"evented },irth by applying the following f~rmula:' 

'\" . .. 
~ l1 + f.k.h. i- Yi + r(s-S) ! ,r Yi 'j + r r r xi 
i (l+r)i (l+x--)! ' i J (l+r) i j (l+r)j 

where Y i a (ci - JUPi) (l-qi) and where the SUJllD&tion e:ctends to the end 

. of our time horizon. 

8. In this expression the s,mbols have the followfng ,JQ8U'.i.'1gs.,: 

Ci· annual foregone consumption of the unborn . child betileen ages i 

and (i + 1). 

lIIPi· annual foregone production (the marginal IJI'oduct of labor) of the 

Wlborn ,ch1ld between ages i arxl· (i + 1). 

qi- probabilitt ot death between ages i aIti (i + 1) • .111 - qi"is 

therefore,t.he probab1llt1 of sutvival. 

Yi- is,therefore,the net income stream of an unborn child, allowance 

being made for the possibility that that unborn child may have 

died at various ages. 

• I 

1/ One other effect which we do not consider is the pcssibilit;r that 
- different fert1l.1t,. patterns will affect the ~apital-output rat".o • 

. The argument here is that a reallocation of resources o'-Iay from . 
sectors with a high capital-output ratio (such as housing) \>'il1 lead 
to a faster rate of growth of output. The reasGl'l for not cOllsiderinB 
such an effect is three.fold& First, onlY a ~ proportion of totu 

. investment can be thought of as being linked to -population. ~econd, 
even here the relationship is not clear. Housing for instonce is 
related, to urbanization as well as changes in family size, &nd the 
relationship between the latter two and a reduction in fertility is 
not direct. F:ina~, even if there is a rea1locationof investment, 
the time lag is so long that even JIlOderate discoUnting 'Would make 
this effect quantitatively negllgibl:e.

'

http:fert1l.1t
http:therefore,t.he
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f = margi.nc.l propensity to consmne food' by' the labor force in periods 

of the Y8ar loIhen there is no seasonAl. ur.emplo;yment. 

-k • a constant that c~nverts expenditures on !~')od into an extra 

supply of effort via increased calorie intak~. 

h '"' the marg:inal. product of effort. 

xi= the cost of education between ages i and (i + 1). 

r a discount factor • marginal product of ~apita1. 

S • propensity to save before the rJ<iud,ion in fertility. 

s '"' propensity to save out of theb'fct'eaaeci' pel: c.apita income. 

8. This expression is the net income stream made availaole to 

the economy as a result' of preventing ~ne birth. Its first term is 1;he 

net d:tscounted consumption stream minus productivity stream of an unborn 

child, which is our first effect. The 3econd term is the wage-produc

tivity effect, 'Whereas the last tHO terms are the savings effect for 

1niiv1duals and thE: governJDeIlt respectively. The reaaon for making .'1 

distinction between both, is that different assumptions may be justified 

in each case. For :1nd1viduals there is very little information as < ~ 

_ ' . 1/ 
regards the relationship between demographic trends and savings behavior.

!! 	The theo~etical relationships betwe~ aavings;behavio~ and the rate 
of the population grololth have been 8.na.lyzed by P. Demeny in "Demographic 
Aspects of Saving, Investment, Employment and:Productivity', Paper

• 	 No. 460; Unit6d' Nations. World Population Cont.-ence, Belgrade, 1965. 
The discussion is inconclusive am there are J1t) ~1rical studies at 
the micro-level. of the relationship bet.loIeen family size am S.:1.vings 
in less developed countries. However, SOlDS unpublished work shows 
that the dependency burden is an important explanatory variable in 
accounting fo~ di!ferences in gross domestic savings among a largo 
sample of developed and less developed countries. 
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9. To return to our expresSion, it is seen that each of its 

terms dorrespond to one of our effects. It may be helpful. to see the 

interat.:tion of these e1'.t'ecta with the aid of a diagram. In ~art I of 

Figure ODe the increased consumption per head resulting from the pre

vention of a speci1'1ednwnber of tirths, is measured on the vertical 

axis while the increased savings per worker is lIIeasured on the horizon't.c:.l 

axis. In Part II we show the effect of the increased consumption per 

head. on the increased income per head. during the current period-- i.e. 

income per head toda;y. This curv. sub~s mard relat.ionshi.p~, ~~m,nd 
• , • ~ " .... . '. • < ... . 

it, t.,.';.at have a:ready been mentiO::leci. In particul:ar- the following 

leakages account for the fact that it exhibits cllin1nishing rettlrri-sr 0.) ' . -.

Only part of the ircreased consumptinn per head results in increased 

food intake per head. (2) Not all or- the increased food intake per 

head goes to peeple who are in th'3 labor force.' (3) BecaUse of seasonal 

unemployment in agriculture the increased food intake during some parts 

of the year does not result in an increased supply of effort • . (4) 

Because of diminishing returns to factor eq~ lnc~eases in the supply of. 

effort lead to less than proportional increase~ in output. In Eart III, 

assuming all savings are invested, the increased. capital per worker is 

plotted against the increaaed U1COlll8per' head ths.t it is likl1ly to gener

a~; in !!! .fu~ure time periods. Here, too,diminishing returns to ce!)ital 
... 

ar~ shown. F1nally in Part IV we see the alternatives th..t c.re possible 

be"een incoma todq or in the future, ani t~ preference will deterni..:.e •• 
what proportion of the :i.ncreasad income is saved and \~hat pro:X)rti~il is 

consumed. Enlarging Part IV we can think of 02 as the pomt at ~t,ich 

the econollG" \~oul.ci have been 1£ there had been no reduction in fertility. 

http:t.,.';.at
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The initial increase in per capita income can be thought ot as prcv1d.ing 

°20) more ot present income. Then this increased inCOlll8 could be either 

whol.ly consumed or saved. It it vere .u conBUJbed.. the inc:reased income- . 
would be 03C. It on the other hand it were all saved, t.he income increase 

in the tuturo 'uould be O)S. Note that all the sequence portrayed in 

tigur~ one reters to the toregone consumption and production streanl ot 

the unborn child dur~ 2!::! year (all variablps have an i subscript). 

It we b:"lIl these benefits over all years.. ani d~.sco'lnt appropriately we 

,~ould get our preVious expression. 

10. In conclusion, it rna;; be helpful to point aut that ~ 
--.. 

all th~ above etfects, is the change in the age distribution o£, ;,~ pQpu

lation, that accompanies the lm-rer fertility. In the short-run our 

initial impact effect is a co~equence ot this, since it is the fact that 

(a) the labor force is unchanged while (b) the proportion of YO'\.!Ilg people 

who conswne but do not work decrease&. ~hat allowt output per worker to 

remain unchanged while output per person increases. This initial ~~,crease 

in per capita income is in turn the basis of the wa~e productivity effect. 

Also the lower dependency burden is often one of the reasons for expecting 

larger tota1 (private) savings. Fina.l..ly" this changed age-distribution 

may influence both the total ar.lOunt of government savings - beca".lse it 

allows resources that ~e devoted to the "consumption" of the young such 
'f 

as education to be diverted to material capital formation - as well as--
its allocation between dlfferent sectors. Thus the altered aga-distribu-
tion turns out to be a major factor underlying all our effects. 
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II - The Applicability of our Criterion: 

11. Before proceedin~ to apply our f~amework to the case of the 

U.A.R." it is 'Well to discuss explicitly the assumptions, and hence 

limitations of the criterion developed above. At the outset, t.hr~e 

, points are \-lorth emphasizing. The first is that our criterion vie'..JS 

children exclusively as investment goods - no account bFlin~~ taken of 

the satiefaction of thA parents derived 1'r,:,m the "consumption" of 

their chilciren. In an overpopulated arxi uneerdev.loped country, it can 

safely be assumed that the I: social welfare 1\mcll.i,m!'" ;"u-'~''''~c.. , ' ." 

the individual cne-should not pay attention"t'a 3t1eft '~~il.~'J'l'nisqring~ 

us to the second point lihich is relllted, but distinct from, the above. 

This is that the returns from investment are vlewcd exclusively from 

the point of view of the country rather than the family.V The 

discrepsnCies between both approaches can be larg'!. :'or ir.stance, fron 

. the point. of ·vi'9W' of the family, the two main returns from "inVp.sting" 

in a child are (a) the earnings of the child, once he starts to 'Work, 

and (b) the child as a source of ol..:i-a;~e security. , A::; far as (3.) goes, 

\ihat an individual is paid may be very different from the marginai prodt:.ct
• 

'}j 	For an analysis of the child as a consumption good, seeG. Bp.cker, 

"An Economic Analysis of FertilitY'J ' in Demographic and ,Econo:nic 

Change in Deve~)P!dCpuntries, Universities - National Bureau of 

Economic Research, Princeton, P JW Jersf!1".l, Princeton University 


, Press, 1960. Far an ana.lysis ot the clW-ld trom the po:int ot view of 
the family see H. Leibenstein, EconOlldc· Backwardness and Econor.dc 
Growth, New York, 19S7, Chapter fo, pp. 161-165. 

http:Econor.dc
http:prodt:.ct
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of labor - 'Which is his contribu":'ion to society. As far as (b) goes, 

preventing a birth may increase rather than diminish old-age security, 

from the point of view of society. Thio is so because a lower fertility _ 
. 	 . 

reduces the proportion of dependents to the later force.l/ This ~eans 


that the former (both the older groups arxi the "unprevented" or re:'1aining 


young ones) can get mol'e expepditure per head in the form of old-age 


security in the low fertility ~ase. 


12. The third point is that the benefits of our criterion assume 


that the birth is pgrmanently prevented. If' it -i&--~n,.._.the.~!f 


.ould be smaller depeM1.ng on the form of the ~.• ~~ pcint is ~.w" 
, 

mUing because the benefits ,:omputee: accorc!ing to our criterion are 


often compared with the costs of a fam:1.J.y planning program and the l.c.tter 


ones are found to be relatively insignificant. However, this conparison 


is legitimate only if the birth is permanently prevented. If it is 


merely delayed (as for instance 11' the initial acceptors in a family 


planning program are middle class urban 'Women, who have not yet had the 


number of children they desire), then the costs of a family plan..~ng 


• 
!I .	For a genera1 treatment of the determinants of the age distributi~"m 


see A.J. Coa1e, "The Effects of Changes in 110rtallty am Fertility 

on Age CompoSition," Milbank H~rial FU!xi_Quarter1l, January 1956. 


f 

• 
-. 
... 

 • 

' 
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program are Wlchanged J b~; t the net foregone benefits may be greatly 
1/

affected" depending on the form of the delay.

13. Having cleared these points" there remains one dist'trbing 

aspect about our criterio::. , which should be cleared, up. This is that 

there is a built-in bias -in our criterion that ensures that benefits 

,;ill al~~ays exceecl costs. This is as it should be for the case of the 

overpopulated and underdeveloped cOU:ltr1es of tod~" but loIhat is troubling 

is that this should also be the case for both (a) the developed countries 

of today am (b) those same countries in their early period of industrial 

ization in the nineteenth century. In 'jhe latter case, our criteric)n 

would have shololn large benefits from population coiltrol., .Whereas t.ba 

subsequent development of these countries shows theireeontiltIic growth to 

have been highly successful" partly because of the stimulating effects of 

-
11 	 As a simple, but tmrealistic example, consider a woman who in the 

absence of a family planning pr~am had a child every ~hrE.e years. 
Assume that she joins the program for one year" drops out, a..'1d 
then immediat~ has a child. As a result or this, there is a four 
year gap betloleen her latest births. If it is further assur.led that 
her next child follows after two years am that all following births 
are unaltered" then aJ~ that has happened is that the birth has 
been delayed for one ;year. The foregone benefits are the 'L'1~Ollle 
stream of the unborn child minu3 the income stream of the born one. 
The absolute magnitude of both /?treams is the same" but discoWltir.g . . 

, introduces a dif'f'erence and determines the benef'it. Otller forms of 
del.ay' can be imagined in which women do not catch up on lost tillle,' 
b"llt aimply go on to have the same children over a longer total sp&n 
of time. Here the beLerits would be larger because several chil,..i.pen 
are delaYed. In general, the ~l.uence of discOWlting is such, tly.t 
even llminorll fOl'JD5 of delay, resul.t in benefits that are qua."1titat'ively 
larger than th, government e.xp8ld1tures required to prevent one b~th • 

• 	 •
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population grot.rt.h.. True, we have no 'Way of checking 'Whetner these rc.tes 

of population grO\lth \"ere lIoptilllal,lI but at the very least they did not 

appear to hinder economic development. Under the circwnstances, there 

appear~ to be an inconsistency oetlo/een our criterion ani the observed 

nistori~al experience. It is tlli.s that has lead us to spell out the 

reasons and iJ'1lplications of the bias in our criterion. To this l·;e now 

turn. 
1/

14. The l arge positive bias in expression (1)- arises because 

t~e initial effect is always large and positive (as a conse~uence of 

this the wage~productivity anellor savings effects are also positive :.uld.-.... 
.. -. 2/ ' . 

ft.rUler acid to the benefits). This is due to three reasons ..- · ~lle' i:lr_l?t 

is that the average conswuption is being compared with marginal proc.uct. 

In the long-run, average consumption and average production are ident.ical. _. 
However, 'Whereas an unborn child cO::lSUIIles, through his lifetime, as r.!Uch 

as the average person, his marginal output falls short of the average. 

In the following paragraphs, and as was pointed out above, the chUd 
is viewed excll:.sively as a.., investment gO'Jd. If the consumption 
aspects were also allowed for, and asSuming that children are a joy 
to their parents, 'We would havo to include the satisfaction tr.at 
parents would have derived from their children, as well as the satis
faction of the latter from "being alive," to the cost side ,of · 
preventing a birth. In pt'actice" this presents insuperable problems 
of putting a subjective value on human life, as \Jell a,:) interpersonal 
and intertemporal comparisons of utility. In ,rinciple, ho~e'.·::,:" 
this point may reduce the positive bias in our criterion. 
Besides these, ~ Enke lists other (minor) reasons for this bins. 
See, "The Economic Aspects •••" ~. ~., footnote to p. 56. --•-

',-
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Insofar as the ~ference between the average and marginal output is a 

measure of the extent of the pressure on limited resources" ihis source 

of bias is legitimate. If it were the onl.y source of bias" it would not 

lead to the inconsistencies noted at the end of the previous paragraph. 

However" there are two other reasons for a large positive bias. The 

first is that the consumption and productivity streams are discounted. 

3ince conSWllption starts inlDediately ~,:"~,~ birth, whereas production is 

delayed for at least ten to fifteen years" even moderate discounting 

greatly exaggerates the difference between the pr"sent value of both 

streams. The second 18 that , throughout, ' consmnpti.o&.ii-s'"treated"'a~' a . 

cost - and, hence" the foregone consuzaption of the unboJ:a~/ is a 
benefit. In general, it is not clear w~th1sshChlld be so, although 

it is certainly legitimate in some instances. Let us then look at the 

implications of (a) discounting am (b) treating foregone consWllption 

as a benefit. 

15. The discount rate that is used is meant to reflect both the 

time preference of society, as well as the productivity of capital. The 

existence of a preforence tor the present ns given by Bohm-Bawerk is in 

terms of (i) the shortness of lile, (11) the deficiency of the imagina
, , ~ . .. 

tion and (iii) lilII:l.ted'v1llpower. Of these three, we .may assume that 

the last two are not. present in the farsighted leaders of a society - i.e. 

that, it at all present, they are 11m1ted to the' "private" rather than 

social time preference. 'As tor the firlt reaSon, its presence depends 

essentially on what uact~ we mean by n society." If we take this to 

mean the individuals that compose ,it, then the first reason is a "Ialid 
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basis for 	time-preference. On the other hand, if we view society as an 

abstract entity th&t never dies - although the individuals that compose 

it do - then even the first. basis of time-prefe:-ence is invalid. This 

may explain to some extent the paradox outl:1.ned above. From the point 

of view of the persons living in the nineteflllth century in countries that 

subsequently experienced rapid economic growth, it may. have been valid 

to advocate a policy of pQ1Ulation l1mitation. Viewing the matter from 
. 	 . 

the present~ hcnvever, and. looking et a cerUdn country as an abstract 

en~ity, it is doubti'ullibether we could endorse su~h a ~plicy. Thus our 

criterion does riot lead to inconsistencies so lonB as it is r~mernbered 

that the benefits that are being cons~ered are those ac~u.iJl~ to the 

people that are living at the time the polley recciiDmer.1ntion is made. 

Taking this point a step f'urther, 't:e can say thetby s!)(;c:Lfy~"l~ ~ch age 

'- .' 	
group within a populat.ion we are particularl;{ llltares+:.ed in, ~ia d.;termine 

the length of m;.r time hcrizon. For inst8J~':;3, if Our ti-r.·3 horizon ~"tends 

to the average e".l=(;~tat~.on or life at birth, then our net beo1(:fits aloe 

those that accru3 to chiJ..dren be.i.ng bern t(\:iay. Those who are older \-rill 

reap only part of those benefit:;;. P..:-Lternati-!ely, if we take tl:e "Lime 

horizon t~ be, say only ten :l~~''J:'s, th·:.m t~•.~~e benollits accrue to ill those 

there.tors, c')nclude,that tba h~a of n (hi;;h) di:;;';'.JUnt ra.te L-::plies that 

we are considering the beno!its for ~uop~e alive today: rather than
". 	 . . . . .. . ... 

for society in an :.~bstrc?I;t sen:::;!, an.:1' t~~t the 1~1gth of the time horizcn -•• 

http:e".l=(;~tat~.on
http:llltares+:.ed
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::'6. Turning next to the treatment 6f foretone conB~tion as a 

benefit, it is to be noted that this is by no means obvious or np,cessary. 

Indeed, there are various' circumstances in which conswnption could be 

assumed to exert a st:1Jnul..ating effect on economic grOl4th. TIle crucial 

point is ~hether and to ~at extent insufficient demand constitutes 


a bottleneck' on economic gro~th. If insufficient d~ is a serious 


bottleneck, th~'l populaticn growth may be '~ene!icia1 by stimulating 


consumption. This stimulating Mechanism can take one of three forms. 


Faster population growth leads to a larger total consumption (even ldth 


no changes in per '::apita co~~mm:.ytion), wh:f.ch by allowing the full 


p...xploitation of economies of scale, may make the :fJ;.~:fcm td ..~ 


iniustries profitable. Second, by leading to"'a faster rate of growtft' &ii. ,. 


total consumption, faster population grOl-rth Cell, via the acceleration 


mechanism, lead to a faster rate of growth of output. Finally, differ


entials in the rate of growtbmay have beneficial effects on consumption. 


This latter argument is t-hat of Kuznetf',!1ani it can be swnmarized as 


follows: because. the d1i'ferent~ rate of population growth both as 

between :urban ani rural areas, ani as bet~ee:l the higher and lOloler income 

groups, has moved historically in an opposite direction to the growth in 

~conom:ic opportWl1ties, economic growth, :when it had. succeeded, was " 

accompanied 'by a trememous geographical am social mobility. A migrant 

into the cities is likely to consume a higher proportion of his income 

than his cOll..'"lterpart in the country because of the diffez:ent values 

!I 	S. Kuznets, IIPopulation G:-owth am Aggregate Output," in !)emographic 
and &:onomic Chan£e in Dp"'~lo~ Cou;-:~~, Universities National 
Bureau ot Eco1:1o..''II1.o Research, .Princeton University Press, 19600 
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p;-eva1.li.ng in urban areaa. He 'is alao Jikel7 to reapcnd and switch DOre 

quickly to the new am expanding industries. Both factors have a 

st~t1ng 	effect on econClld.c growth. 

17. In the 11ght ot the forelOUlg we ,., ut in what cases in

suff'icient demand is a bott.leneok to economic growth. Taldng the case 

ot the developed countries oftod..q first, we observe that by looking 

at the various theories "f' .irowth that are an outgrowth of' the Keynesian 

f'ramework (Harr<d-Domar and. their offabootej"~e._ :~'-''''-~ . 

occupJ1ng a central position. Here ·.:.e woulQ""arpe ~" tD. ...<?~portunity 
. ~ , . ".\ . ' 

to invest is an 1mportmt bottleneck. Moderneorporations have huge 

amounts of capital at their disposal in the form or undistributed prof'its. 

Alternatively th.,,- are able to raise all the cApital thq require it the 

investment opportunity is ~e. . 'l'b1a is 80 rrc. a lang-term point of' 

__ 	 view even though they lIIa¥ experience t8lllp01"U7 dUf1culties of financing 

in t1JDes ot credit restriction. Thl7 also bave the necessary skilled 

~ 8Dd the JII8II&&8rial abU1ties ot organization, so that their 

chief probleJU is A:JtDe or 1'1Jxling an outlet tor their products rather than 
1/

satis.fY1ng a pre-ex1.l"ting demand.- . In this creatiaD of' demand, popula

tion growth is an important stiJla1ht1Dg tac;:tor, altttough less so than at 

_the t:lllle A. H~ 1Ul8 developing his stagnation tLs1s.Y This is 
-

~ause ot 	the 1ncreuirIg rate ot technological pr<iress during the postwar . -
~ Th18 is the theais ot J.J[~ Cialbraith, 'rhe Alfiuent Society, New York, 

1958. See espec~ Chapter II, on "The Depeo:lence Ettect."
'Y A. Hansen, "Econaa1c Progress am DecHn1ng Population Growth," ~

iean BcODOffi1c Ranew, Vol. lXIX, No.1, Part 1, March, 1935. 

http:p;-eva1.li.ng
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period. ' Without wLshing ,to assign a particular weight to the population 

factor, the point that the faster rate of ~o*th bt consumption associat~ 

with a taster rate of populat~ gr:owth has both Cost &!Xl benetit e181ll8nts 

llhich are not re£.dily separc.ble rema1nsvalid. 

18. Next Uk'DC the case, of underdeveloped countries o! the 

nineteenth century ani comparing them With th~se ot today, we observe that 
. , 

they differ in one !lmd.aIIent.al respect., 'l'hebest SUJIIIIIU7 o! this differ

ence is in a paper b7 H. *lliCh.~VfJ17 br1~"".,t.b' tbeN,a, a ··· 

, . that in the development of the advanced c~"ot. ~ the .driv:'~ . 

force was the entrepreneur, the process vas innovation am the goal was 

the enrichment ot the entrepreneur. This picture, which is portrayed 

in Schwapeter's theor)" 0'- economic development, no longer refiects the 

situation as it is t.odq. Instead the impetus Ccm8S from the govel~nt, 

the process is 1.JII1tat.1on am the goal is the higher living standard of 

the masses. The tormer mechanism is p!'oduction or suppl¥ oriented, the 

latter Ls demand or consumption oriented. Production ani consumption 

are, ot, cQUrse, interdependent an:i~h bas a place in both outlooks" 

but there is never..heless a genuine difference of where the impetus 

origin&tes. In the former case the problem is to ensure that what is 
'f.. 

produced is sold. In the latter case consumption is present (and most--! would. sq "overpresent" pointing to the efforts ot Ullderdeveloped jOllll- , 
, . 

tries ~ to curb ibeirexcessive CQ08umption) and it is a question of 

!I H. Wall1ch, "Some Notes Towards a Theory of Derived Development," 
Paper reproduced in The ic,)nOJldcs of Urxierdevelop:nent, trc.... York, 
Oxford Univenity Press, 1963; edited b7 A.N. AgarwlllA and S.P. 
Singh. . 

http:lmd.aIIent.al
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breaking through anot!ler bottleneck. Uhat this other bottleneck is, is 

irnlnaterial from our point of view. Whether it is the low levels of capital 

formation (savings) according ~o Nurkse,'v the small share of profits in 

national income--all savings coming only from profits--as in the theory 

of LeltilisY or the lIinability to jnyest" as developed by HirSChman,.Y or 

finally any of a multitude of other reason3, insufficient demand is never 

the culprit. 

19. We ma1, therefove, conclude that ih both the case of the 
l: : 

developed countries of tod8¥ and th&se same cO\L"'ltri~ iA. t.b.air earl3 

phase of industrialization, consumption had a di.frerem··rl).ltt' 't}Iii1ifu ·· .' 

that of :llost underdeveloped countries today. In the former cases, 

consumption - through the mechanisms outlined above - had stimulating, as 

\-Iell as braking effects, ani it is i.'11pOesible to disentangle the two. In 

such cases it is ill~gitimate to trfsat foregone consumption exclusi ely 

as a cost. This is yet another reason which resolves the paradox between 

our criterion and obserVed historical experience. Thus, even if we 

. \-~ere looking exclusively at the interests of the people then living in 

countries about to embark on industt-1al1zatioh (i.e. even i.f we were 

discounting), it may have been of no benefit to them to have a polic:! of 

population limitation. We cannot ~ay for sure, for it is iI.1poss5.ble to 
·f 

• 	
... 

-
•!I 	R. Nurkse, Problems of Capit~l FOl'mation in Und.!rd!lvcJ.oped Gou:1tr'!es, 

Oxford University Press, New Yo.ric, 1961, pp. 57-70.
V 	A. Lewis, "EcoIlOll1:ic Develop~nt with Unlimited Supplies· of Labor,"Th~ 

i1anchester School of !c."'!lomic am ~o~!!l S.tudies, 23, Hay 1955, pp. 
153-160; ani The Thee" of ~ollomic Growth, Homewood, Illinois, 1955, 
pp. 225-244. . • - 

J! 	 A.O. Hirschman, The Stra.agy of Economic Deve10enent, Yale University 
Press, 1958, pp. 33-38.... 
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di:::entar.gle the stimulating ~rorn the retarding j etfects of copsurnpti-:m. 

However, the major point of this ,.,ho1e ~si; serves to er.tphasize 

t.hnt the applicability of our criterion is limited only to those 
• 

s:.tuations in which insufficient demand 1s not i an impediment to econor.ti.c 

I:r - A Case study of the U.A~R.: 

20. . The application of formu.la (1) requires in.formation which can 

~ometirnes .be obtained from the relevant data, and also some assumptions 
, . 

that must be made when the necessary data i~ uru:i.~&ilf;.151e~ . :;:n' 'the iat..t.U 
case, the net beneflts "lil1 largely depend on t~assw~'~'~:--F"or 

instance, no perfect capital market exists, and assuming social time

pr.eference to lie between 1~ and 15%, "Ie made calculations for thes€: two 

extremes. As far as the other assur!pt1ons go, these differ for each of 

OU1;> ~ffects. Let us briefly look at th8111 am their imp1icatic!ls for H.e 

magnitude of the net benefits.' 

~he Initial Effect: 

21. The information that is required here is the conswnpt ion. an:l 

marginal product ·of the average person at every age, together uith the 

probability of survival to various ages. The latter can be deduced frcr.'l 

vital and census statiStics, which though 1na.::curate, do not greatly 
. 'f.. , 

affect the firuU net_benefits.- Let us, there!'ore, concentrate on the 

former. •-
22. On the consumption s~..de t".110 problems arise. The first is 

the definition of IIconsumption.n In his study for India, Enke defmes 

this as GNP minus gross capital formation. This is the standard defin

ition in the national ac~l)unts, but as a measure of benefits of an ur.bo~!& 

http:formu.la
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child, it can be criticized on three groundsJ (1) that a lot of what 

is consumption is reaJ.1y ,investme."lt fl'om the point of view of economic 

growth. Examples of this are experx1itures on eduoation, health and· other 

inves~t in human capital. (2) There is an e1emen~ of grossness in ' 

consur.tption. Some government expenditures (such as maintaining law and 

order) as well as the higher costs of urban l1vint resulting from greater 

concentration rather than because the goods are different fram taeir . . 

countorp3rt in the country - both these fOl'rnS of expenditures ca."l be 

regarded as intermediate goods rather than i'inhl. outp,y.t. , .. ()-}c~1IY'~' -.... ' 
... .~ 

some cOrlSUl'llption exx;enditures are made indepemently Of. the rata.~ , 

population gr~lth and are, therefore, non~JDEr.rginal. An example of this 

is defense expenditures. Adjusting for ~1! o~ the above factors has a 

Huable effect, since for the U.A.R. it would reduce average consumption 

by about 25%. It can be argued that such a fieure is a better measure 

c,f benefits because increased intermediate goods, as ,well as more (hUlilall) 

capital formation, does not increase the present welf2~e of the reduced 

~opulation. Hcmever, :lncreased (human) capital. formation does increase 
. . 

the productivity of the labor force,i but we have (a) no measure of this 

" increase, and (b) the benefits accrue so far into the future th..~t 

any discounting makes thelll negligible. Hence, it can plausibly be 

argued that the secorn definition - or an intermediate one ' - is more . 
plausible. OUr calculations take both de,initions into account as possi. 
ble upper and lower limits of the benefits. 

23. The second problem on the consumption side concerns the 

allocation of this consumption figure to different age groups. ao data 

is available for this. Enke assumed that persons aged 35 consume 13 to 



14 times as r.ruch as children L'1 their first year.lI By looking at actual 
2/ 

- studies in developed countries- (for a "typical" middle class far,lily), 

or alternatelY by looking at food requirerr~ts and assuming that actu~ 

e.xpend:ltures at different ages are .madtl in proportion to the requirer.l~nts 

of these ages, lole arrived at a different conclusion. In both the latter 

cases the ratio of children's consumption to adults varied by a ratio of 

between 1:2 and 1:2.5•. Since the future is heavilY discounted, adopting 

our ratioLJ substantial..ly i"l::l'eases the bene!.i:ts.~ ' a~·~~(t;.~l,i ~ee b~ . 

24. 

exac tlY analogoUs Frcblems as on th~ consumption side. The determination 

of the marginal product of labor is a question which has rpceived a lot 

of attention ill the literature, but on which no agreement has emerged. 

Opinions range from a zero marginal product - usually based on eithor 

actual experiments 11 or a calculation of labor requirements whic~ are 

shown to be well below the actual n~er of laborer~/ - to a ILarginal 

product not subetantially different from the wage~rate - based on the 

• 
1/ 	 See his calculations for Iniia, in liThe Gains to India••• , II £p..ciL 

See A. Sauvy, Theoris Generale (~e la Population, Paris, 1)52, Vol. 1,II 
Ch. 2), md references therein. In periICuiar see 1.I. DublL>1 and 
A.J. Lotka, The HoneY'yalue of a ~ifl~ew York, 1?30, Ch. 4, for the 
estimate of the actual expenditt:!'es 01' a "typical" middle cJ.ass fa..r.dly 
in the U.s. -- = 	 .• 	 Such as t:. Cleland's study (II Egypt's "pula+.ion Proble!:!," h~baypt,c 
Contemporaire , -.'anuary 1937), which tTstimates that 3/5 of Egypt's 
rural population is redundant. 
Such as the study by l;.R. El Ghonel:\Y, tlResource Use and, Incon:e in 
EgyptiGn Agriculture before am after the Land Reform, Hith particular 
reference to Economic Development," un~blishe:i Ph.D. dissertatiou., 
Horth Caroli.'1a State College, 1953. The conclusion here is that 5O:~ 
of the agricultural labor fcrce is redundant. 
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1/fitting of production fUnctions to the data,- on the observatior. thnt 

the 	hypothesis of zero l.lar~illal productivity is incQIlsistent with profit 

naximization, and on the anal.;'rsis of the geographical, seasonal, and 

r.31e vs. fel'llale and child rlage differentials J.I Since the debate on 

this issUe is far l'r·om settled¥and although 0\Ar inclination 1.'1 this 

debate is that a lot of labor is redundan#we have taken fflr purposes of 

calculation thE\ l~ational marginal product to be equal to the agricultural 

Nage-rate, in order to ensU!'e that our net benefitS may be. regarded as a 

minimal figure. 

V 	 See fox- instanct; N.M. El I10a.;O, ·'The Production Function for Egyptian 
Agriculture, 1913-55, "Institute of National Planning, I~emo. No. 259, 
Cairo, 1962, am H. Kcheir el Dine, "The Cotton ProductioQ. Function 
and its Relation to Technical Progress and Disguised. Unemployment," 
Institute of national Planning, Melno. Ho. 370, Cairo, 1963.

VB. Hansen, "Hargina1 Productivity Wage Theory and Subsistence ~yage 
'!'heory in Egyptian Agriculture," Journa!,.of Development Studies, 
July 1964. . . . . . 

)/ 	For the latest. word in this con·..roversy see R. Mabro, II Industrial 
Growth, Agricultural Underemployment and the Lewis model: The 
Egyptian Case: 1937-1905, "Journal of DevelOpment Studies, JuJ.;r . 
1967. The author argues that considerable surplus labor exists in 
small farms, while none exists in large ones. This is the reaul-c of 
regional ilTlrrlobUity, and explains the fact that seasonal wage varia
tions may exist · together with a labor surplus.

W 	This redend.a~cy does not necessarily mean that if part of the labor 
force were suddenly withdrawn ontput would not be reduced, but rather 
that if we compare two. situations, one with cOllstant fertility and 
·the other with declining fertility (and hence a slower rate c.f popula- · 
tion grvwth), then the "withdrawalS"'. from the labor force :i"h tr..e latter 
case (actually the slower ratesof ,addition to the labor fO*9)" which- are very gradual, can be accoJTanOdated by adjustlJcnts tl:.t.t rlould le[".vc 
total output unaltered in both situations. It is worth n')ting that 
the concept of marginal product as it is discussed in the liueratur~ 
namely, as a (i) sudden withdra'Nal of labor, with (ii) all other 
factors rer1lilining constant - is not strictly relevant to our case of 
comparing a high wit.ll a low fertility situation. in this case rather 
than sudden withdl'm:als there is a gradual transition which allows the 
adjustments necessary to leave to~al output unchanged. 

http:Journa!,.of
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25. From the prev~ous discussion it wit: be seen that t~King 

ma..ximum and. min."L'lIUJTI values for the level of cOnSW1l!'tior! (marginal pro

ductivity)" the allocation of the coosumption (J..'Tociuction)Y stream 

to different ages and the discount r~te gives eight different possible 

~o~sumption (production)streams. Table I ~~izes tho result of 

these eight different benefit streams.~/ It alBo gives the same eight 

possibilities for the year 1947 - only mortality having changed between 

1947 and 1960. From this table we notice that t~le benefits of a prevented 

birth .•,,~ ,r;- " ~.5 to ,1.2 ti1:::s the per C<lp~_t~ ~.11Cer::a--·i.c. lJhcn ~J:t .ftrC'tors 

a, ',~ ~:::,i k'ary at the same time the dtffel'ence between the r-.ax-imum 

and m:ini.mum varies by a factor of nearly 4. But before j . t is concluded 

that this measure suffers from a great degree of imprecision" it should 

be pointed out that it is unlikely that we '~ou1d want" in ,my particular 

situation, to vary all the factors at once. Hhat particular ones loJe would 

'I-:ant to vary would depend on the use we would want to make of our figl!I'e 

and in this context it is "ell to distinguish between tl'!O possible uses. 

First lole may wish to compare the value of a prevented birth .. 
in. one year with that value ~ another year" to get an indication of how 

far the situation has improved or deterioreted. In this case we lwuld 

USe the same definition of the level of consumption (productioi), ar~ the .. 
--

11 As far!as the allocation of the marginal product to diffef:nt age gr ups 
goee,we arbitrarily assumed that children start wor:~ a.t age 10" ar.d that 
the productivity of children aged 10-14 and 15-19 ,iaS one .. third and t,~o
thirds, respectively, of thos'3 aged 20 and over. By contrast Enke's 
figures (S. Enke" Economics for Develop~ent, ~. cit~, Ch. 20) vary by 
a factor of 7 betHeen ages 10 ani 35. " ,

'?:l 	 This is the result c,f applying fol"11lUl.a (1) to the eight dEferent streams. 
The method is set out clearly in S. Enke, "'j,'he Gains to India from 
Population Control,," .!!£• .£!!:.. 



Colwm 11 DisCOWlted CODSi:.llption streu. ConsuJllption defined according to stamard p-o("eciures. 
GolllJm 2. Discounted ConaWlpt1on StrellJll.. OUr rena&:! <:let1n1t1on of consumption. 
Colum 3. DiscO'U:lt8d Product1vit7 Si.re8Jll. 
Colwm 4. 
ColWlll Sa 

Net benefits according to first definition of conswaption~ 
Net bene!1ts according to secorn definition of cons\UllptLm. Figures in cola. 1 t~ S are 

ColUDll 61 
ColW1l1 71 

EQptian pourxls. 
Net benefits (first def1n1ti~n) as a proportion ofl!U" capita !ncON (-56 Eg.P.).
Net benefits (second definition) as a .proportion 0 per capita income. 

j 
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san:e method of aaocation between d1:-:ferent age groups in both years. 

In addition we would use the same discount factor, so that the main 

variable in such a comparison \~oul.d ba the different number of survivors 

in the various age brackets. For 1n8tancej compalHngthe year 1947 with 

1960 we could. s;q that the e.rfect ot reduced lIi;)rtality has been to increase 

the 	net value of a prevented birth 1,'y something between 15% arxi 25%. \\e 

may 	further argue that this is an underestimate if we believe that either 

(a) the productiVity of labo.... has declined between both dates because 

population has been growing fal.'ter than Oth~~_& ' am:t/6f .rb) " ~ 

higher rate of interest should be WJed"in I~~:iD. 12:u-,..~,~S" ·'w'ith 

a gl~eater international de=onstration effect abdmore government propaganda 

leading toa rising level of expectation of the masses, time preference 

-. 
, for the present' has increased. Thus although (a) am (b) cannot be meas

ured, ' it can be concluded that as a min1lT1U1l the value of pr~venting a 

birth has substant~ 1ncreased, which makes a population Jrogram 

correspondingly more urgent now. 

27. Alternately 'We may ,,':'sh to compare invest:nent in population 

control with investment in other projec~s. In this case we would ,be
• 

using the same intere3t rate to discount the benefits and costs of both 
' 1/

a prevented birth and of: other projects.- Hence we would al10w only for 
'f ... 

11 	 If we do not want t~take into acco~~t the scale of the alternetive 
investment choices we can take the ratio of~its to costs. But 
if the scale Coes matter then we have to specify a size for the 
population control pt'opoam, aJXi multiply the dll'ference between 
benefits and costs of ana prevented birth by the number of preve~ted 
births" before comparing this' figure 'With that of alternative invest
ment opportunities. 
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a change in our concept of consu"l.~tion azxl the allocation of both con

sumption and production to diiferent age. groups. Here the range betl-reen 

maximuDl and m:i..ni.mwIl values of a prevented birth woulcl vary by a fGctor 

of 2. (4.,/2., f"r a 10;6 discount rate am ).0/1" for a 1,:, rate). 

Given the uncertainty about the future, the difficulty of calclllating 

3had6w prices and many other difficulties that beset the evaluation of 

returns on industrial projects our r210ge of variability does not seem 

to be, by comparison, excessive. 

... :;. .-! '_.' \!~agJ Productivity EftGCt~ 

28. 

will be seen that the benefits to be derived via the wage-prod\!ctivity 

effect are a proportion ot the initial effect .. This proportion depends 

on (1) the marginal propensity to conswne food, (2) the proportion of that 

foc-:l. consumption that goes to members of the labor force, (3) the propor

tion of the year ~or Which this labor force is ~oyed, (4) the increased 

calorie intake resulting from highi~r per ~:apita tood consumption, (,) 

the increased supply of effort due to a higher calorie consumption, and 

finally (6) the marginal product of effort. Various upper and .10\01er 
, . 

bound estir.la.tes can be made for each of these factors. Items (1) to (J) 

need not detaiil us here, for their variability is not very lug'). As t3I' 

as items (4) to (6) go, we note the follcn~ing: In (4) 'We assume that 

calories increase in proportion to the increayd expenditure on food • 
.. 

This implies that diet~ remain unchanged, l-lhich for (a) marginal changes, 

and (b) low l~vels of income (impJ..Ying diets tha't are restricted to one 

or two staples) is realistic. In addition, it is ~licitly assumed 

that malnutrition exists. Calorie requirements depend on various factors 
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i . 

such as age, sex, weight ten;>erature ani especially work. Although 

t~lese requirements are periodicalJ.i revised, i! we asswne an eight hour 

day of agricultural work, then the7 all point to an average well above 

- that of 2500, which is' the present daily average corisumption of the U.A.R.!/ 

Because of the large calorie requirement for basic metabolism, small 

increases in ca1~rie iritake lead to large incr~asds in the supply of 
. , 1/

effort. Estimates vary widely,fro:1 100 to 200 extrr. calories ~ 

required to produce the equivclent of an extra hour I s work. Together 

'~ith tota1extra number of calories consUmed, thi:S a~· ~~-to"'det\tr~ 
• - ~.~ .. .. - , " -''' ' • "'\0- • 

the 	total number of e.'\.-tra hours of work. This croes not mean. ·that-wor-kers 

actually work more hours, but that during the S8<"'D8 workd~, they produce 
." 

in terms of effort - the equivalent ot more hours of t-lork. It reroains 

to convert this increased supply of effort into an increased output. 

l:ere lithe marginal product of effort of the equivalent of an hour's 

work,," is calcUlated b7 assuming the marginal product of labor to be equal 

!I 	For instance, tatdng the requirements (for a full ei t hour t-lorkin 
~), listed in H. Correa~ The Economics of Human Resources, Contribu
tions to EConomic A.nalysis, 34}, Amsterdar.l, 1963, Table IV, r. 36, . 
for ych of the agricultural,industrial. and service :>ectors, and 
t-leighting 'these requireznents by the corresponding proportions in the 
U.A'.R. gives a nation-wi':!e requirement of 3150 daily cal.ories. By 
contrast the actual consu:uption is 2500. See, also S. She.'1ata, IICO
operative Efforts a.n:1 Food Conswnption in the U.A.R.," L'EftYRte 
con~raire, January 1961.&. The autho! mentions the figure of 3000, 
as e minimum calorie' requirement for ~he U.A.R.

'!/ 	l:e may JIle..."1tion the following three sources: (a) H. Leibenstein" 
Economic Backwardness. ~ .~. £!.~.', and rt'erences therein, where the• conclusion is that 100 extra COlonies are required to produce the 
equivalent of an houris t-lork, (b) S. Shehata, .2Ee _cit., llho gives 
1700. calories reqUired for basic metabolism and )CX>O as the minimum 
for an eight hour day. This implies that around 150 calories are 
required per hour, azxi (c) H. Correa, ~. cit., Ch. 4, from which we 
deduc.ed a figure or aroW'ld 200. 

'
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to the wage-rate. (-JS Eg.P. ~ year). Ih additIon, it was assumed that 

at present the labor toree worked the equil"&l.etlt (in terms of effort) of. 

a four-hour dq. This 11&8 deduced !roll the fabt that the average daily 

.:alorie conaumption Was _2SOO calories aDd tlbat at. this le\"~ of calorie 

intake, one is working at SO% of tull capacityin both the agricultural, 	 

a~d industrial sectors.Y A tour-hour dq gives 1200 hours per year 

(assuming JOO worldng days). Dividing thiS figure by the ;yearly wage-

rate, gives an appron-tion to the marginal pl"oduct ot the equivalent 

of an h~'s effort (toum ~ be O.OJIc. P. in ~- cUet-.;- -ThUs;..,..

have all the required information, and _on this-bi..S~ it.. -t.w:DsOJ.U..,. ~t the 
. ----------- - 2/ 

wage-productivity effect varies between 4.~ atd 18% ct the initial effect, 

with 8% being a "Ukel1" Or reasonable value. 

29. 	 Betore proceeding, it mq be worth pointing out that the 

'-_ 	 above calculations &re marginal in the senae that large increases in the 

tSUpply of effort -.y affect _(and lower) the marginal product of effort, 

and also in the sense thai atter income has irtcreased to a certain level, 

there is DO; longer -azv malnutrition. _ In the latter case the wage-pro

ductivity effect would no longer t.old., whereas in the l'')rJnoI?!' it may be . , .. 
reduced. On the other haM, -we 'l'fIBJ note that nt't o~ 13 th~ total 

number ot calories important, but also their distributlon aIlY..':.g proteins, 

-f.. 
1/ H. Correa, ~. cit., Table IV-2-J, p. 36. - - • 

-. 
y - The 1n1:tial effeCt'vh1ch we are referring to- is that def!Jed on the• 

assumption that cCllS1.1lllJtion is defined as GNP minus Voss capi~;il. 
format1on(i.e. &8 a proportion of Col. 4 of Table 1). It is a higher 
proportion of the II'lD'.un definition of consumption (Table 1, Gol. 5). 
Similar cCmaents app17 below, in our discussion of both private- am 
gtlvernment savings- as a proportion or the initial affect. 
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. carbohydrates and fats. The present diet o! the U.A.R. is far fro:tt 
•" o · 

, 11 	 ' 
balanced,- so ~t even after d..aily conaumptibn reaches the minimum 

requirement level, there ,is still room tor increases in productivity. 

A final. comment is, that the prodUctivity ot the labor torce can iJDprove 

because of increased consumption of other factOrs besides food. In 

particular, improvements in health could have tremendous effects, -S/ 
but 	we have not included these. 

9:"" Increases in Private SaviI!gsl 

)0. As a matter of arithmetic, the ma&1UtUde of the savings effect 

as a proportion ot the initial increase '!nrtbComa' 'da~ OIrJi '~ 1.A ,,~ 

fact equivBl:ent to the assumed marg1nal,PE'~J'~ '8ave~ .In ~, 

, uords, a pl"opensi t;y to save of ~ leads to ,an il.ncl'east! in benefits 

equivalent to n$ of the initial erfect. ' ThuL, if all the income were 
I 	 " 

'......., saved, the benefits WCNl.d be doUbled. The interesting question 'is whether 


11 	 S. Shahata, "eo-operativa Effects aM Food. Consumption in the U.A.R.," 
~. cit. ' In the U.A.R. cerbobydrates (grains) account far '8~ of the 
diet, while fats ,and proteins account for 20%. By contrast the ideal 
balance is SDiC, 3~ am 12;: respective~. This m:J.'1' be an explanation 
for the results obta:illed by \.[. Gal.ensop and G. P;yatt, (The Quallty of 
Labor aDiEconnm1c Devel~t ,in Certrln Countries, International 

' Labor Office, Geneva, 19~who found that both in the ease of devel I 

oped (who 'Were wall a'bov.- the minimum l"equiremants)and unJerdeveloped 
, 

ones, the quantitatively largest arQ statistic~ most sigr~icant 
factor axpl.a1.nillg the rate of gr-owth ot labor productivity was calo..-ies 
per head. (twelve qual.1t)'imprOVeJlMlrlt factors were tested a1t.ogether).

?J 	 H. Correa, ..2R. £iL, pp. ,43~47, calt:ul&tes that tor EQpt t_e ~lack 
in output due to de.t'icient health is larger than that ar1s1ii.g from 
unde!"l1Utrition. Correa I s estimate of the former is biased 40wnward 
because ~e onq takes account ot illnesses that result in death ' 
while a lot. ot the loss 1D output results floam chronic illn~S8S that 
reduce vit4Uit;y, but do not' lead to death' (e.g. bi:L'larz1a). 

-' 
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total savings will in fact increase. In theory the interrelationships 

between population growth and·savL~s behavior are complex and no 

er:lpirical studies are available of the 1ntluente o! family size on 
. I 

actual savings. On a speculat!.ve basis ve would argue that unless there 

l)ere .positive government efforts to MObilize this savi."lg, no increases 

should be expec.ted. This arguL1ent is based on a point made by S w Kuzr,ets1/ 

l-lhich is that if the only problem in economic il'owth was to curb consump
. 2/

tion, then this could be achieved very eaeUy. '::alculations show- that 

a (linear) increase in ' 8avillgs proportitma from 911 to 15% of national 
. . 

income over a ten-year period, and !!!!:. no reduction in fer~li.eaA-- .·. 

achieved by a decrease in the !!?.solute level ot· (JelUnmlPt:t_~aD ,"'~~ 
\ 

of 1.2~ of GrIP in the first seven years (and by a maxil!lUIl of 2.2% of 

GNP in any one ,year). Arter this init1al per~od., saving proporticns are 

increased by foregoing some increases in the absolute level of consurnp

tion. Put in theseterma, the increase in 8avingS proportions can be 

achieved. at a remarkably low sacrifice. 

31. It is, of course, .true that 11' i'ertilit;y ~ere reduced, then 

no reduction in the absolute level or cOl18wqption would be necessary to 

raise savings proportions. But the d11'ference betiieen both cases seems... 
so small that it would, be unwise to believe that a fall in fertility \':C~Cl 

automatically r..ai.se total savings. Rather, it seems that the causes which 
~ , 

make the ra1siJg of saving proportions so difficult even when fertility' 

-
is not reduced';would. also be present in the case or a fertility reduction. 

• 

1/ S. Kuznets, "Demographic Aspects •••n 2£. cit.

Y See Table IV, p. 15 in ~,- ~. cit. 


1 
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These will dUfer !rom cue to case, but perhaps a cornrilon basis i9 the 
I . 

cOnBwuption oriented fOrlll of econOlllic development today. The delllBJ'lds 

of the. Pbpulation for higher living standards t~ (enhanced by propa

gandA and ~ international d~nstration ~feCt) may be an explanation 

for the vain efforts of many governments at curbing consumption. If 

this explanation is correct, it waU:'A. be wrong to Wer that a reduction 

in fertilitY' will stilllulAte savings, unless it can be shown how fertility 

reduction will affect these underlying factors~ It lDA7 be that the desire 

for smaller fam1l.1es is .the result of a desire for more consumption (this 

is often the basis of the propaganda of ma~ i~ pl.a.nn1ng prograims). 

in which case no larger aavings can be expected. i-le lDA7 then conclUde· 

as follows. In order to be conservative, we have argued that it is 

preferable not to expect art:! benefits !r0Jll the savings side. However, 

the magnitude of thia effect shows the large pottmt1al benefits that 

can be expected 11' government poUcies of ta%ation etc., are success!'ul. 

in mob1llzing the released income resulting ti-om lower fertility. 

D - Government Savingfu 

32. As noted in section one, the only assumed increase in govern

ment savings as a result of a reduced fertility art! the increased savings 

resulting from the reduced expenditure on primar)" education. This is 80 

because the government is COJIJPU'.tted to universal Fimary education so 

that - assuming the marginal r,osta of education are the same as the 

average ones - a reduction in fertilitY' may reduce such expenditures. 

The further asSUDption 18 made that .these expenditures will be invested. 

rather than directed to government cansumption. This assumes a high 

. prioritY' on the part of the government for development. In addition 
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several other benefits can be expected \lhich we have not taken into 

account. These arise because either fewer persons vUl. be educated on 

other levels than pr:lmar7 education (if educational policy is determined 

by a given proportion of students in el1ch age-group)' and the sums of 

money thus saved JDa7 also be invested,ard/6r bee&use a higher propor

tion of persons will be educated (if educational policy i~ forr:r.:lated in 

terms of 6. fixed sum at meney) with a resulting improvement in the quality
I 

of the labor force. The existence 01: such bene!'Ua that 'We uill not take 

into account, may counteract the tact that some at .the reduced expenditures 

on pr1mar7 education mq end up in increasect"governm8nt"eOiiAtll\i!~t.". . 

33. With all tbe above provisos in DdRd.,· "'fiMM.~~th~ mag

nitude of this effect 18 substantial • . ' It amounts ~roQ 14~ to 19% of the 

initial etfect which in terms ot the income stre8DI cenerated per prevented 

birth is equal to about tvo thirds tb~per capita inccaie. 

Conc1usions : 

34. We JIIB1' coriclude as tollows: the agnitude of the initil\! 

effect of permanent17 pr~ent1ng one birth was found to give l~i.~e to a 

net. income stream equal to s('~here between 2.5 8nd. 4 • .5 tir.le~ the 

preseRt per capita inCome when a 1~ discount rate vas used and to between 

. 1 • .5 and 3.0 times p~ capita income when a 1.5~ d18count rate \las k3ed. 

To this etfect ve C~ add the vage prod~tivitT etfect ~~ the effect 
. ·f · . . 

of increased government saving. These V'.ount to sCli1D8\lhere between-•• 
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~. " 1/ . . 
18 S% to 37'1t- ot the 1n:1tial eftect. This is a m1.n:1nJlm" tor other 

possible benetits inolude, (1) The incre&3e in private savings, which 

can be sizable (u large as the initial ef!.ect it all increases in 

p~r capita income are lavM), but not llke~ without positive govern

rnent policy. 

35. (2) The polaibJ.8 increase in government savings "as a result 

of reduced expenditures on torms or educati.on other than primry, and 

for the improvement in the quality ot the labor torce because ot more 

education per head. " 

)6. 0) The iJlprovement in the qualitl' ot the labor torce becauoc 

ot lar~er e.xpendituras OIl health, per head.. by -beth' the pd,Yat& "and 

government sector. 

37 • F~ w. re-emphuaize thet lim1tations ot this calc..u.ation. 

First the~e benetits are the result ot 100Jr~ at the child exclu;3ively 

as <a) an inves~t good am (b) trOlll the point· ot vi8\i ot s~i"ety. 
" 	 . 

Second, the "bene!it tor l~ietT' is simply detined as the SUlI\ ot the ' 

benetits accruing to the people that are alive today. More precis["~, 

our calculations reter "to the benefits ot persons born today since Oit:' 

time-horizon was ot the same length as the average expectation ot life 

'at birth. Older sections, ot the population wouJ.d re&p only part of thos.e 

benefits. Third, the treatment ot 'consumPtion eXclusively as a cost is 

, I 

" .!I 	As previously noted, this percentage refers to the income stream 
conputed OD the basfs ottlie ~mua detlnition ot-consumption 
(Col. 5, Table 1). Since both eUects are defined~ absolute 
t.arms, they aJtOunt ~ a larger proportion <23% to Li6';) ot the 
lower. estimate ot consumption. 

'

http:educati.on
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based on the pr.dse that the d-.",elopme:rl; at the UtA.R. is o~ the consu;q>

tion-ori~d type, and that whatever the obstacles to growth, insufficient 

consUlllption i8 not ODe at ~. 

permanent~ prenat1ng • birth. A delqed birth would have led to only 

a part at these benefits, this propo,1't1on d.epeDd1ng on both 'the exact " 

form of the d.el.aT and the discount rate tb.\t is being used• 

.. 

f.. 
... 
"

--• •• 
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CURfENCY L4jIJIy-ALENT2,I,

1 Fgyptian Pound (LF) = 2.30 J. Dollars
1 US dollar = L.. O.!435

1 L.E. = 100 piasters 1,000 milliemes
1 tallarie 20 piasterc

vFEIGNTS AND I2AUTJRES

1 hectare = 2.379 feddans
1 feddan = 1.038 acres
1 acre = 0.963 feddan
1 sq. kilometer - 238 feddans
1 ardeb (metric) = 198 liters

= 150 kilograms (kg) Of WIheat, lupine,
fenugreek

= l55 kg of beans, sesame, lentils, chick
peas, clover

= lO140 kg of maize, millet, groundnuts
= 120 kg cottonseed, barley

1 kantar 157.5 kg of seed cotton1

= 20.2 kg onions
= ll5 kg sugarcane

1 dariba (metric) = 945 to 935 kg of rice (paddy)
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BASIC DATA

Area: Total - 1,002,000 square kilometers

Populated - 35,580 square kilometers

Population: (1966 census) - 30 294,000

Rate of growth : 2.8%

Density : 845 per square kilometers populated area

Political Status: Republic. Member of Arab League

Gross National Product (1966/67)

At current market prices : LE 2747.5 million

At constant prices of 1964/65 : LE 2306.0 million

Gross National Product per capita 1-966/67)
At constant prices of 1964/65 £E 74

Gross Domestic Product (1966/67) :

At constant prices of 1964/65 : LE 2325.0 mil.lion

Rate of growth 1964/65 - 1966/67 : 2.6%

Composition of Gross Domestic Product(1966/67)

At current factor cost j;

Agriculture 28

Industry and Mining 22

Construction 4

Electricity 1

Transportation, communication
and storage

Commerce and Finance

Housing 4

Services 2e



Expenditures 1966/67

Percent of G.N.P. at market prices

Personal consumption 67.3
Government consumption 19.7
Total domestic investnnt 14.5
Inventories 1.5
Exports of goods and services 16.9
Imports of goods and services 18.4
Current account deficit 1.5

Resource gap of % of gross fixed investment: 1966/67 196465,-1966/67

Not including interest payments 17 22
Including interest payments 22 26

Money and credits: (£E million) End of L968 196l5-1968
Increase per

annum
Total money supply 1012.:3 3.5
Time and savings deposits 222.7 4.1

Cost of living index, rate of incdrease: Jul 1965- Julyl9 6 8

Tannual average)

2.6%

Public sector operations: (BE million) 1967/68 1964/65-1967/68
Increase per annum

Government current revenue 514.6 6.2
Government current expenditure 631.8 3.1
Balance -117.2 -
Public Investments 218.8 -10.4

External Public Debt, including undisbursed: (US$ million)

As of June 30, 1968: 1.687.6

Balance of payments, 1967/68 (U.S.$ million):

Exports 582.8
Imports 889.6
Net services and current transfers -49.0
Current account balance -355.8

Commodity concentration of expor.ts

Raw cotton 44.8
Rice 16.0
Cotton yarns and textiles 1802
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Foreign exchange reserves 1968/69 (U.S. $ million) :

Net: 305
Gross: 356

IMF position (as of January 1, 1969 U.S. $ million) :

Quota : 150
Drawings : 96.5

I





SUMMARY AND CONCLUSIONS

1. In the last three years, after an inflationary period which re-
sulted in serious problems in internal finance and the balance of payments,
the UAR has followed policies of stabilization which heve improved the
financial situation and also, to some extent, strengthened the external
position.

2. As a result of stringent application of stabilization measures
and the June 1967 war, the economy has shown signs of stagnation. In the
current fiscal year the Government has started to take steps to aetivatc the
economy. To achieve expansion without creating inflation and its undesirable
consequences will be one of the main concerns of the UAR Government in the
near future.

3. In the longer run, the country is faced with three main groups of
development problems, namely, (a) the rapid population increase and the
limitation of land and water resources, (b) weaknesses in the organization
and management of the economy, and (c) the balance of rayments problem.

4. Ability to cope with these problems should be analyzed against
the existence of highly qualified manpower, the high level of technical
knowhow and past performance in agriculture, new develcpments in the discov-
ery and the utilization of natural resources (oil, nattral gas, phosphates),
the ability of certain branches of Egyptian industry tc export significant
amounts of semi-manufactured and manufactured goods, and finally, the tour-
ism potential of the country.

5. The acuteness of the population problem has teen recognized by the
UAR authorities, but due to a variety of factors (weak organization, lack
of technical knowhow and financial constraints) an effective family planning
program has not been started. In recent months, however, the Government has
renewed its efforts in this direction.

6. Despite explicit policies of full employment, unemployment has
been rising in recent years. Furthermore, there are signs of widespread
disguised unemployment. The lack of coordination between employment, wage
and educational policies resulted in an abundance of university trained man-
power and an acute shortage of technicians. Recent changes in policies re-
garding manpower and educational planning and proposed changes in the edu-
cational structure show that the Government has now recognized the importance
of relating educational programming more closely to the economic needs of the
country.

7. Agriculture provides about half of employment, 28 percent of GDP
and four-fifths of exports. The recent performance of the sector has led to
concern, the virtual stagnation in yields per acre being particularly disturb-
ing.

8. Land development already underway or planned - reclamation (new
land), conversion of basin irrigation to perennial irrigation, and drainage -
is unlikely to expand the cropped area through 1975 as rapidly as the growth
of population. This puts the burden of agricultural development on yield
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increases. But these have been unimlpressive of late, perhaps because of (a)
a rise in the water table and associated salinity and other problems; (b)
the relatively long time required to reach acceptable yield levels on new
land brought into production for the first time; and (c) a slowinag down of
the rate of modernization of the agricultural sector, associated in part with
the rapidly deteriorating drainage conditions. This last factor may be close-
ly related to organizational aspects and pricing policies and to the shortage w

of foreign exchange available for the purchase of imported input.. Yield
levels, however, vary greatly between. di.fferent parts of the country. The
strikingly favorable results obtained. from some experiments in concentrating
extension services, and the scope for increasing fertilization lievels are
bases for a hopeful outlook for future increases in agricultural production.
The current effort in agriculture should be geared first of al.l -to increasing
yields both by improved drainage and. modernization. Secondly, new lands shDuld
be brought into cultivation to assure full utilization of the available water
supply. The possibilities of increasing available water and the optimal ut:i-
lization of all water resources should be studied. International market con-
ditions should be taken into account, more than in the past, in decisions on
allocating agricultural resources and price policies. The general aim should
be to establish a closer relationship between real cost and the prices paid
by consumers and farmers.

9. Industry has played a leading role in the development strategy of
the country and a wide range of industries have already been built up. After
the 1961 nationalization measures mcst industrial activity was; put under
government control. At present about 80 percent of industrial. production is
within the public sector. Recently, due largely to problems of organization
and management but also due to the shortage of foreign exchange, industrial
output has shown little growth and rany plants have been working below capa.-
city. The Government seems to have recognized the need for reform. During
the last year and a half several coizmittees have been established to study
the problems of industry and to prolc,se changes. These efforts are a welcomne
beginning, but no significant changes have so far been proposed.

10. Organization and management problems of industry are! related to a
variety of factors including allocation of decision making responsibilities,
plant size, employment policies, foreign exchange shortages, etc. If these
difficulties could be overcome many industries would have a significant
growth potential for both local and export markets. This is especially the
case of petroleum, chemicals, engineering and, in the longer run, mining.
More traditional activities, such as textiles and food processing, while re-
taining the protected local market will need to im'?rove their efficiency to
increase their sales to competitive export markets.

11. During the last few years the Government has concentrated its
efforts, with some success, on imprcving the budgetary situation and over-
coming short-term balance of payments, difficulties which had led to an
accumulation of arrears and defaults of external debt payments. Ensuring an 
adequate increase in public investment is the main long-run target of fiscal
policy. Balance of payments constraints require that a substantial effort
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should be made to mobilize domestic resources. Improvements in the balance
of payments will depend on the success of government in implementing a more
effective trade policy and an improvement in the terms of borrowing.

12. Exports consist mostly of products of agricultural origin, cotton
and cotton products being the most important. In recent years, rice has
also become more important. If world prices of these commodities decline
as projected by the Banks Commodity Specialists, exports will need to expand
in quantity by 20 - 30 percent in the coming five to six years to '-aint^sir,
present levels of foreign exchange earnings. Prospects for other exports
are however more promising and, political conditions permitting, earnings
from tourism could increase rapidly.

13. Projections have been made to present the prospects for the eco-
nomy for the next six years in quantitative terms. When the extent of un-
certainties affecting the economy (political conditions in the Middle East,
uncertainty about earnings from the Suez Canal, even when reopened, future
trends of defense expenditures) are considered, these can only be regarded
as showing one of a variety of possible patterns of growth.

14. If all opportunities were used to good advantage, GDP could expand
at a rate of 6.5 percent per annum in the period. Total investment over the
period is projected to reach LE 2,720 million (increasing by 8 percent annu-
ally). Foreign exchange earnings projections add up to an increase of about
6 percent per annum in the aggregate. The projected resource gap for the
period is about LE 200 million, but the gross capital requirements (including
service payments on existing and future debt) reach more than LE 1,000 mil-
lion. The debt service ratio (including all foreign exchange earnings) after
a hump in 1970 would be around 24 percent during the rest of the period.

15. In view of the weak balance of payments position, the UAR should
aim to borrow, as much as possible, on concessional terms. Even if it could
borrow readily on such terms, major changes in economic policy would be neces-
sary to bring about a radical improvement in the balance of payments. This is
greatly needed if the UAR is to be in a position to plan the development of
the economy free from the persistent problems of foreign exchange shortage.
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I. IMWODUCTION

1. The UAR economy has been undergoing a series of structural
changes during the 16 years since the revolution in 1952. In this period
several major events and developments have taken place, each affecting the
economic and the social structure. These included an extensive land reform,
the Suez crisis, nationalization of industry and foreigni trade, the Yemen war
and the June 196T war. Despite all these, the economy lias demonstrated its
vitality by sustaining reasonably high rates of growth.

2. During this period the composition of output lhas changed signif-
icantly; the shares of agriculture and industry respectively changed from
42 percent and 8 percent in 1951 to 27 percent and 22 percent in 1967. 1/
Industry and trade were transformed from being predominantly private sector
activities to predominantly public sector activities. land tenure changed
sutstantially. Whereas before the 1952 land reform, 94 percent of land
owners owned only 35 percent of land and 0.2 percent of land owners con-
trclled 27 percent of the land, in 1965 94 percent owned 57 percent of the
lan(d and 0.1 percent owned 6.5 percent. Between 1952 and 1967 the cropped
area increased from 9.3 million feddans to 10.5 million feddans (13 percent).
During the same period the population increased from 21.4 million to 31.1
million (45 percent).

3. At the present juncture the major development problems of the
UAR may be summarized in three groups: These are (a) population increase
and the growth of agricultural production; (b) the organtization and manage-
ment of the economy, and, (c) the balance of payments. Agriculture is not
the only source of livelihood for the increasing population, but for the domi-
nantly agricultural economy of Egypt the balance between the population in-
crease and agricultural production demonstrates the limits for future growth
and the choice of the directions of development.

4. These problems which are discussed later must be set against the
elements of strength in the economy. Among these is thE outlook for an in-
creasing agricultural output. Between 1960 and 1965 the value of agricultural
production is estimated to have been increased between 3 and 3.5 percent per
annum. In the near future the investments in the High Dam and the associated
land development including drainage should favorably affect output. The use
of modern inputs and improved cultivation practices will expand, in part as a
result of crop consolidation schemes aimed at installin; cropping patterns
on a village-wide basis. Under this arrangement, fairly large blocks of
contiguous plots are required to be planted to the sane crop regardless of
the land ownership pattern. Although there may be at times some resentment
on the part of some farmers, since the specific use to which they can put a
specific plot is restricted, the system enables a measure of land use control
and permits better use of irrigation water as well as facilitating pest
control and other measures to improve yields. Another source of output gain

1/ Unless otherwise stated years are fiscal years ending June 30. In
this case July 1, 1966 - June 30, 1967.



is a shift to high value crops suet as fruits and vegetables as markets per-
mit. Progress in this direction is taking place but its full. exploitation
will require skilled merchandising ard effective foreign market penetration.

5. Prospects for oil production also appear very favo7rable. It has
already increased from about 3 million tons in 1960 to about 6 mnillion in
1968 and is expected to reach 12 million tons or more in 1969. a&nd 36 million
tons in 1975. This would provide Egypt in 1975 with perhaps US $133 million
of net foreign exchange earnings net of oil imports a year as compared to a
net expenditure of $30 million in 1967. A deposit of natural gas has recently
been found in the Delta, which together with the new electric power from the
High Dam, means that there may be an abundance of energy for some years.

6. The development of modern industry in Egypt dates from the depres-
sion of the 1930's. It now provides about one-fifth of the nat:Lonal product
as compared to somewhat less than one-third provided by agriculture. Most
of the industries are based on the processing of agricultural raw materials,
of which the cotton textile industry is by far the most importarnt. The rela-
tive shares of chemicals, steel and steel-based industries are iLikely to in-
crease in the near future as a resuLt of projects under consideration and
implementation. Egypt has been exporting significant quantities of industrial
products amounting to an average of IE 63 million during the last three years
and this is likely to increase.

7. The Suez Canal, when reopened, will again be one of EEgpt's import-
ant assets, although the development of super tankers poses some questions for
future expansion. The negative effects of super tankers on the return from
oil transport may however be mitigated to some extent by revenues from a new
pipeline from Suez to Alexandria. Finally, tourist attractions brought Egypt
a substantial foreign exchange incorae until the June 1967 war. This has a
good potential for the further growl-Ih provided political evenlts do not dis-
courage potential visitors.

The Growth of Population and Agricultural Output

8. The population of the UAR is groving at about 2.8 percent per year.
The total population is estimated at; 31 million almost wholly concentrated
in the valley and the delta of the liile, where irrigated agriculture is
possible. The population density ir. the inhabited area is around 2,200 per
square mile which is one of the high,est in the world. In November 1965 the
Government officially introduced a program of population control. The cover-
age of the program so far has been too limited to expect any measurable
effects on the birthrate and hence cn the rate of population groTwth. There
is a need for more determined effort; tiae Government so far appears not to
have given the necessary priority tc the family planning program.

9. As a result of the increasing population and the composition of
the agricultural production, the balance of payments of the UAR 3hows sig-
nificant deficits in food. In 1967 and 1968 net food imports ranged around
LE 80 million and constituted on the average about 74 percent of the trade
deficit. For the future, however, there are some possibilities to improve.
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this. Improved drainage throughout the Nile Valley would increase food
production substantially and most of the new areas that will be reclaimed
will be used for food crops.

10. Even since the time of the Pharaohs, the Egyptians have been con-
cerned with the problem of making the best use of the water from the Nile.
Beginning in the early nineteenth century a series of barrages have been
constructed on the Nile to hold back some of the flood water for irrigation.
The High Dam at Aswan is the culmination of this process in that it will
enable the whole present flow of the river to be utilized. It is expected
to permit a 25 percent increase in the cropped area. This would offset some
eight or ten years of population growth at the present rate. In addition to
the High Dam there is still some scope for increasing the amount of Nile
water by constructing works on the Upper Nile in Sudan and Uganda. This
could at most add about 15 percent to the water now available to the UAR.
There is also the possibility of utilizing significant qaantity of under-
ground water. However, extensive study is required to determine how much
can be done in these ways. Apart from these resources, the future growth
of agricultural production in Egypt will depend on making more efficient use
of the presently available water, at least until the cost of desalinization
has been reduced to make the use of desalted water economic for agricultural
purposes.

The Organization and Management of the Economy

11. In Egypt all the major utilities and industriaL enterprises are
Government-owned. Much of the country's external trade lhas been centralized
and is carried on by Government agencies. Central control has been further
increased because of the acute shortage of foreign exchange which inevitably
places important economic decisions in the hands of the government.

12. Although most of the farmland is privately owned and operated,
the agricultural activity is under rigorous government control. For exam-
ple, farmers are assigned target acreages for major crops; deviations can be
penalized. The kinds and amounts of farm inputs supplied to farmers are
set by the Government, and they are sold by a public monopoly. Many input
and product prices are set by the Government, with the need for both revenue
and foreign exchange ranking high as determinants. Irrigation water is pub-
licly managed and free to farmers. Almost all of the faxmers are members of
agricultural cooperatives through which they receive agricultural credits in
amounts and terms publicly determined. With this organi2ational set up and
concentration of power, one of the major tasks facing government today is to
assure that its machinery produces and implements the flcw of decisions needed
to capitalize fully upon the expanding production capacity of the agricultural
sector.

13. A virtual absence of competition and an uneconomic employment policy
has led to problems of inefficiency and lack of incentives in many industrial
enterprises. The solution of these problems requires that more autonomy may
be given to individual enterprises. Although this is generally recognized in
principle there does not seem to be clarity in practice as to how it is to be



done. The government has undertaken some studies lately, but at this stage
it is too early to expect a significant outcome from these eff'orts. Price
controls have created disparities between domestic and foreign prices and
within the domestic price system. At present prices received by farmers for
their produce (with the exception of wheat) are significantly below world mar-
ket prices, while the efforts to increase the exports of manuf'actured goods
are only becoming effective with increasing export subsidies. Up to now prices
are being determined on the basis of' unsystematic administrative decisions.
Only very recently a ministerial comnmittee was established to study costs and
prices in general.

14. Some improvements are neecLed in the investment decision-making
process. Expenditures on the Aswan Hign Damr and import-substituting in-
dustries absorbed most of the investments in the 1960's. Balance of pay-
ments effects of particular investmenits were not thoroughly studied. As a
result, the current squeeze on foreign exchange has kept many of these new
industries operating at far below capacity. The long term plan under pre-
paration may improve the process of allocation of resources, but the flexi-
bility for making entirely new investment decisions may not be very wide.
There are several projects under construction among which the largest is
the steel complex at Helwan, (about iE 350 million). If it is constructed
as expected within the next five years it will absorb about 14 percent of
total investments. On the assumption that investments in industry will be
about 30 percent of total investmen-, the steel complex will absorb close
to half of industrial investment.

15. It has been apparent for some time that, in financing its econ-
omic development, the UAR has been relying relatively too much on the
import of capital and too little on its own savings; this was one of the
main themes of the Bank's 1966 report. Since this affects the whole
question of financing an adequate program of development in the future,
it is without doubt one of Egypt's most important long-term problems.
Since the rate of taxation is not law, the increase in savings could only
be realized by controlling defense expenditures (more than 10 percent of
GDP in recent years) and by increasing the surpluses of the "Business
Budget" sector. The latter will not be possible unless the efficiency
of existing industry improves s:ignificantly and more rigorous economic
criteria are employed in the selection of new projects.

The Balance of Payments Problems

16. The balance of payments problem is in effect a reflection of the
problems summarized in the previous two groups. In addition the availability
and terms of external capital should be mentioned. More than, 80 percent of
western debt is scheduled for repayment by 1975. Even if the recent efforts
in the direction of reducing the current accounts deficit prove to be suc-
cessful, the UAR will need a subst&mtial inflow of capital to service its
outstanding obligations. The terms under which such funds will be provided
will be of decisive importance in the manageability of the balance of payments
situation in the future. The more specif'.c problems of the balance of pay-
ments will be discussed later.
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II. RECENT DEVELOPMENTS AND POLICIES

17. After expanding at about 6.5 percent per annum during the first
five-year plan period (1961/65), the growth rate has since declined in the
UAR. An overall slowdown started in 1966 when an unfavorable harvest aggra-
vated an already difficult external payments situation. This in turn had
the effect of curtailing industrial production by limiting the imports avail-
able. Although the first five-year plan envisaged a reduction of the bal-
ance of payments deficit, it was thought that this could be brought about by
the development of import-substituting industries. However, insufficient
provision was made for induced imports. The balance of payments deficit ave-
raged 2.3 percent of GNP during most of the 1950's but reached 5.6 percent
in the three years after 1963. Borrowing on relatively hard terms added to
these difficulties.

18. Value added in agriculture increased only 1 percent in 1966 and
declined 3.3 percent in 1967. The slowdown in industrial output actually
started earlier. The increase in 1965 was only 4.2 percent. A study under-
taken by the UAR Government estimiated excess capacity in industry in 1966
at about 31 percent. Value added of the industrial sector in 1966 was only
2.5 percent more (in constant terms) than the previous year and in 1967 it
was less than 1 percent more.

19. As a result of these developments, the rate of increase in GDP has
declined since 1965. In 1966 it was about 4.5 percent a&d less than 1 per-
cent in 1967. Investment also declined by about 7 percenat in 1967 after
reaching their highest level in 1966. This decline continued in 1968.

20. Government deficits (both current and overall) and credit expansion
reached their highest levels in 1966. Following a change in Government, a
period of fiscal and monetary restrictions ensued in 1967 and 1968. The over-
all deficit as well as the current budget deficit was redluced in 1967, and
has been maintained at roughly the same level for the fo:Llowing two years.
Imports were reduced by almost 19 percent between 1966 amd 1967. In 1967
there was a decline in defense expenditures, which have sitarted to increase
again in subsequent years. These restrictive policies were conditions of a
standby agreement with the IMF.

21. By 1966, the accumulation of external debt, mueh of it in the
form of supplier credits, had reached a point at which the UAR found it
difficult to maintain its debt payments. Arrears started to accumulate
including repurchase to the IMF. Government then startedl negotiations for
a rescheduling of arrears. The first of these agreementi; was reached in
the second half of 1966 in conjunction with credits from foreign commercial
banks. Following this, general rescheduling agreements rere reached with
France, Italy and the U.K. and individual agreements with the main suppliers
in countries such as Germany and Sweden.
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22. The year 1968 was an exceptional one. The June war resulted in
the loss of earnings from the Suez Canal (LE 95 million in 1967) and from
the oil fields in Sinai. In additioa, the cotton crop was small, although
total agricultural output was better than the previous year.

23 T'he 1968 budget was originally presented to the NationEl Assembly
a few weeks before the June war. It showed an overall deficit orb LE 80
million. However, even while the budget was under discussion, the govern-
ment decided to revise it because it was regarded as too inflationary. The
war then made more drastic rev-isions necessary in view of the higher defense
expenditure and the shortfall in government revenues.

24. After the budget was revised, the Khartoum agreement was signed,
under which Egypt has been receLving $253 million annually, ($98.5 million
from Saudi Arabia, $59 million from Libya and $95.5 million from Kuwait).
The combination of this inflow with the budgetary measures has resulted in
an internal financial situation better than had been seen for several years.
On the other hand the level of public investment, as a proportion of GDP,
has fallen to less than half of what it was five years ago.

25. All these retrenchment measures formed the basis for a new agree-
ment with the IMF in March 1968. With the help of commercial bank credits
from the U.K., Germany and Italy, the UAR repaid the outstanding arrears to
the Fund. Following this repayment, the IMF has approved two simultaneous
drawings by the UAR, a US $40 millicn drawing and a US $23 million drawing of
compensatory finance to meet a temporary shortfall in export earnings.

26. Egypt stopped the repayment of rescheduled arrears to the U.K.
after tiae June war but negotiations for the rescheduling of arrears continued
and agreements concluded however both with the U.K and some other countries
(Denmark, Japan, Mexico, Netherlands).

27. The national accounts figures for 1968 are not yet available.
Partial indicators, however, indicate that it was another year of stagnatioan,
if not decline. As mentioned above, the income from oil, as wrell as earnings
from the Suez Canal and some mining cperations, did not come in. Tax re-
venues declined slightly from LE 40.4 million in 1967 to LE 39.7 million in
1968. Investment expenditure was at the lowest level since 19S61 and the
imports of intermediate goods did not increase. The sharp decline in over-
all imports continued, 8 percent in 1968 as against 19 percent in 1967.
There was also a decline in exports of about 5 percent due largely to the
loss of Sinai oil fields and a decline in cotton exports. If these two are
excluded, other commodity exports increased by about 11 percent. The defi-
cit on current accounts and transfer payments increased from LE 49 million
in 1967 to about LE 72 million in lS168. Arab assistance was the main factor K

to permit this increase but it was E,vailable only after October 1967.

28. When the situation and prospects for 1969 are studied, a different
picture emerges. The Government haE decided to take some steps to revive
economic activity. An increase in investment is being plannedL; the budgeted
public investment in 1969 is LE 312 million as compared to LE 219 million in
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1968. With an increase in private sector housing investment, total fixed
investment is expected to reach FE 330 million. Despite the planned increase
in investment expenditure in the current year the investment level will still
be lower than the 1966 level. Private investment in housing is being en-
couraged by softer lending terms from the Real Estate M[ortgage Bank.

29. New purchasing power is being injected into the economy by in-
creasing the borrowing ceilings for Government employees from the banking
system. The prices of some consumer durables and some textiles were lowered
in order to reduce the accumulating stocks. Whether these measures will be
just enough to boost the economy or whether they may create some inflationary
pressures is something to be seen in the next few months. Increased agri-
cultural production and the existence of excess capacity in industry suggest
that some room exists for expansionary policies.

30. The agricultural crop in 1968 appears to have been better than the
previous year. Maize production was better than the previous year; wheat
reached close to its former high level and rice production continued to in-
crease sharply. The Government is concerned with the decline in area under
cotton cultivation despite the fact that there are penalties for farmers who
do not cultivate cotton in designated areas. In January 1969 the Government
announced increases in cotton prices for the next crop in addition to efforts
to control the cost of inputs, hoping that this will encourage farmers to
cultivate more cotton.

31. One of the encouraging developments is in the oil sector. This
year oil imports are expected to decline from FE 29 million to BE 18 million,
while exports are increasing from LE 7 million to about LE 13 million. As
a result, the oil balance of payments is expected to show a net deficit of
about LE 4 million in 1969 compared with a net deficit of LE 22 million in
1968. Significant production increases are also expected in all industrial
sectors except fertilizers, where a decline is expected largely due to the
damage to the Suez factory.

32. Indications are that exports in 1969 will probably surpass the
1967 level. Imports continued to decline in the period July/December 1968,
but with increasing investment and increasing industriaL output, import
demand may revive as well. In the previous two years, niost of the decline
in imports was a result of the decline in investment expenditure, and lower
unit prices for imported foodstuffs and for some intermediate commodities.
Improvements in the allocation of foreign exchange have made the distribution
of imports more efficient.



III. POPULATION, MANPOWER AND EDUCATION

Population

33. The population of the UAR is growing at approximately 2.8 percent
annually 1/. In 1968 it had reached 32.1 million and official forecasts esti-
mate 37.8 million by 1975. Egypt is still in a stage where mortality is de-
clining while fertility is doing so only slowly in response to modernization
in general or to population planning efforts in particular.

34. The problem in Egypt, as in many other countries, is not only one
of a rapid population increase. It is aggravated by severe limitations of
cultivable land, by the present age composition and by uneven geographical
distribution. ri'l1e 1960 census and 1966 micro census show that about 45 per-
cent of the population is younger than 15, and 3.5 percent is older than 64.
This means that for each 100 persons in the labor force age range (15 to 64)
there are about 97 persons not normally expected to be economically active,
This ratio is very high by any standard. Population density is also very
high and has increased by 55 percent over the past 20 years to 2,189 per
square mile of inhabitable land, nearly three times the populat:ion density
in Japan.

35. Another characteristic of the Egyptian population problem is the
high level of urbanization and the rate of urban growth. This iintensive
urbanization is accompanied by very high and increasing rates of unemploy-
ment in the urban areas, as is discussed below, while seasonal :Labor short--
ages occur in the countryside, where the need for such labor, often per-
formed by children, discourages an effective family planning program in the
rural areas. The percentage of the population living in urban areas increased
from 37 percent in 1960 to 40 percent in 1966 and at the present; growth rate
of 5 percent is expected to increase to 42.5 percent by 1970.

36. The Government's awareness of the seriousness of the population
problem became apparent in 1962 when the President announced the need for
a population policy. After the cabinet change in 1965 the new government
declared its intention to establish a national program for family planning.,
A Secretariat for family planning was vested with all the necessary powers
but an effective program could not be started. At the present time the
family planning activities are carried out by the Government as well as somle
voluntary organizations. Governmental activity is carried out mlostly on a
part-time basis by 2,700 health centers distributed over the coumtry. The
program is hampered by organizational deficiencies as well as the budgetary
constraints. In January 1969 a team of experts visited the country to pre--
pare the basis for a project to be submitted to the UNDP.

1/ Population and rmnpower statistics of the UAR lack consistency in soire
respects. For iastance the 3.2 percent increase3 in the population
of working age (see paragraph 37) while total population increase is
2.8 percent could not be easiLy explained. Consequently figures of
unemployment may be higher th;wa actual unemployment.
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Manpower

37. Manpower development between 1961 and 1968 is characterized by a
relatively high growth of the population of working age (3.2 percent annu-
ally) andl in the labor force generally (3.4 percent anntally), against a
comparatively slow increase in aggregate employment (2.5 annually) and
little change in the employment structure by economic sectors and by occu-
pations. Unemployment increased from 6.2 percent of the labor force in
1961 to 8.9 percent in 1967 (amounting to 750,000 unemployed). Estimates
based on official data indicate a rise to 11.5 percent ior 1968 (about 1
million unemployed), corresponding to an annual rate of increase in un-
employment as high as 13 percent. In the period under consideration labor
productivity has not increased largely because of the inmobility of labor
and industrialization has not proceeded fast enough to create significant new
employment. Agriculture continues to account for more than 50 percent of
employment while mining and industry account only for 14 percent. Employ-
ment was growing in mining and industry at a rate of over 10 percent between
1961 and 1965 while the increase in services sector was only about 3 percent.
This trend changed afterwards with the slowdown in investment and industrial
activity in general. Between 1965 and 1968, employment in sectors other than
agriculture fell by 2.5 percent per year and total productive sector employ-
ment rose by only 0.3 percent annually, compared to 3 percent during the
preceeding four years. The services sector, on the other hand, increased by
almost 5 percent per year. Annual growth of overall employment decreased
from 3 percent to about 2 percent. The shift towards services is partly due
to the policy of guaranteeing employment to every higher education graduate.
A resulting increase in underemployment is gradually being recognized as an
undesirable situation.

38. This overall picture is reflected in the development of wages.
The total wage bill (in current prices) increased almost four times as
fast as total employment, whereas GDP per employed person grew only about
twice as fast. Since these data reflect current prices only, real wages are
likely to have improved less, as is the case with productivity (in terms
of real GDP per employed) between 1961 and 1968. The sectoral distribution
of wages shows that the services sectors account for 60 percent in 1968
(58 percent in 1965) with Government services generating 40 percent of wage
income (about 38 percent in 1965). In 1966 and again in 1967 salaries in
government services were cut, but these cuts did not decrease the relative
importance of government services in the total wage income. The share of
non-agricultural commodity sectors in the total wage bill decreased from
about 23.5 percent in 1965 to just 20 percent in 1968. Mhanges over the
entire period 1961-68 have been slow both for each commodity sector and
for the modern sector as a whole (from 19 percent to 20 percent).

39. The labor market operates under a system of regulated wages. The
allocation of manpower resources theoretically takes pla e through a plan-
ning mechanism which links the supply (and, therefore, p:roduction) of man-
power to needs specified as to time, occupation, educational level, sector
and branch of economy, and region. In fact, full employnent rather than
effective manpower utilization has been the policy since 1961. Under the
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pressure of the rapidly increasing school output from all levels of the
educational system, actual employment; policies contain a social welfare
element instead of an emphasis on economically efficient deployment and
utilization of manpower. The labor market effects of these policies are
aggravated by the malfunctioning of occupational guidance in schools and
universities and of the government-controlled placement services.

4o. These policies tend to aggravate distortions in the occupational,
and also the sectoral employment structures. Furthermore, disguised un-
employment is widespread, with effects on economic and organizational effi-
ciency and growth possibilities difficult to assess.

41. The problem is one of attaining quality and appropr:Late occupa-
tional (and regional, i.e., urban versus rural) balances. Recently initiated
programs are concentrating upon imp:roving the relevancy of varicus types of
education to occupational requirements, which constitutes the major portion.
of the problem.

42. According to the Ministry oiDf Planning there are marked surpluses
of University graduates and of gradluates from academically oriented secon-
dary schools alongside large shortages of technicians and skilled workers.
Trhe shortage of technicians is expected to grow during the 10 years between
1966 and 1975 by six times (from 24,000 to 144,000), and by 10 times in 1985.
Since this occupational group perforus a vital function in the eLpplication
of modern, growth generating techniiques in production and organization, the
shortage is particularly critical.

43. In the UAR, as in other countries facing a similar situation, the
solution is primarily sought in the provision of more training facilites.
But the traditional aversion of secondary school and university leavers agEinst
manual work is diminishing only very slowly. In fact, enrollment developme.nts
suggest that strong pressure persists to attain social status through joining
the privileged group of white-collar workers. The small enrollment shift to-
wards technically oriented subjects may be misleading in as much as a high
percentage of graduates in these subjects are said to take up non-manual em-
ployment. The comparatively high average annual wages in the service sector
further this tendency. In addition, salary scales and career possibilities in
Government employment are strictly tied to formal educational attainment. The
nationalized industries as well as the rest of the public sector by and large
follow this example. Technically trained people are paid insuflficiently in
comparison to white collar jobs and this results in an imbalance in the labor
force.

44. The Government is becoming increasingly aware of the wastefulness
of existing mechan:isms for training and allocating manpower. Thus, the
institute of National Planning is undertaking studies to provide better
factual bases for policy decisions. Wages for graduates from Technical
Training Centers, a new type of secondary school, have been increased to a
competitive level.
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Education

45. The expansion of the educational system of the UAR, although
largely unresponsive to nation's manpower needs, has nevertheless been
quite sizeable. Enrollments in Government-operated priimary schools increased
by 33 percent from 2.6 million in 1961 to almost 3.5 miLlion in 1968 at an
annual rate of 4.2 percent. Data on enrollment as a percentage at the re-
levant age group were not available, but since the increase in enrollment was
considerably higher than the population increase in approximately the same age
group enrollment ratios are known to have increased. Sacondary education
enrollments (including technical schools) doubled durin,g this period, cor-
responding to an annual growth rate of 10.9 percent, weLl above the 2.6
percent annual in the relevant age group. Enrollments in Higher Institutes
and Universities increased by 11.1 percent annually with 5.3 percent annual
growth of the relevant age group. These respectable achievements, however,
cannot conceal the difficulties which result from high illiteracy (approxi-
mately 65 percent of total population) and rapidly growing individual demand
for education, while absorptive capacity of the labor market increased only
very slowly. The traditional structure of the educational system, together
with inadequate curricula and equipment, add to the difficulties.

46. Since 1966 a number of measures have been taken which may well
become the first steps towards basic reforms. Secondarr teacher training
was transferred to the Universities in 1967. Lower secondary technical schools
are being converted to general secondary schools to provide all secondary
school pupils with a broad base of common knowledge. A-t the same time, tech-
nical training centers, a new type of secondary school, were introduced to
provide technically oriented education in two different courses; a five-year
course starting after lower secondary education, and, a two-year course fol-
lowing upper secondary (general or technical) education. Both courses extend
beyond secondary level and overlap with third level institutions. Graduation
is at the higher technician level. This new structure is a direct response
to the manpower situation described above. It is aimed at diminishing the
pressure on universities and higher institutes without :restricting total en-
rollments, and at alleviating the shortage of technicians without neglecting
aspirations for social status. Thus, starting salaries (LE 18 per month) for
graduates from technical training centers are almost as high as those of third
level institution graduates (LE 20 per month).

47. Parallel with, and complementing these steps, third-level insti-
tution admission standards were raised. Furthermore, annual intake figures
for each field of study are now being based on manpower targets in consul-
tations between the Ministry of Planning and the Counci:L for Higher Education.

48. The effect of these measures can be seen from the rapid change of
the pattern of first year enrollments. Higher institutes and university
enrollments totalled about 35,000 in 1966 and decreased to 27,000, one year
later, when the new scheme was started. During the same period secondary
technical first year enrollments increased by 11,000, almost three times as
much as in the preceeding years. Within the third leveL, the pattern has
changed in favor of technical subjects.
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49. The Goverrment is beginningl to rationalize education development
by trying to link it to realistic economic development targets. 'The Minis-
terial Manpower Committee (coordinaAing policies of the Ministries of Plan-
ning, Labor, Education, Higher Education, and Scientific Research, in colls.--
boration with the Central Agency for Statistics and Mobilization) is now
setting guidelines for all parts of the educational system. Meaesures are
being considered to put employment policies on a more realistic basis. Also,
in the course of the preparation of the third five-year plan, educational
and manpower planning is being integrated into the decision process of the
Government. Thus, although it is difficult to say to what extent this new
approach will be complemented by necessary reforms of curricula and teaching
concepts, the bases for consistent development policies ia the mianpower-
education field are emerging.

IV. AGRICULTURE

Characteristics of the Agriculture

50. The climate of the UAR is dry and warm. Its agricultuire is almost
totally dependent on irrigation. 1/ Farming is limited mainly *bo the valley
and delta of the Nile River and encompasses less than 4 percent of the
nation's area of 386,000 square miles. Exploitation is labor-intensive and
the average piece of land is croppedi about 1.6 times a year. Modern inputs
and improved practices are in general use. Field crops accounted for 57
percent of the gross output of the sector in 1966; fruits and vegetables,
16 percent; and livestock and poultry the remainder. Farms are generally
small, with a median size of less than five feddans. About half of the
cultivated area is under tenancy. Rental terms are controlled, following
a series of reforms in land tenure begun in 1952.

51. The soils of about one-third of the cultivated area are "good" in
terms of productive capacity. The remainder are of "medium" or "weak"
quality, likely to benefit greatly from improved drainage, sub-soiling and
calcium sulphate. The need for draiLnage is acute in many areas.

52. The agricultural sector provides over half of the nation's jobs,
one-quarter of the GNP, and four-f:.±'ths of the exports. Cotton in its raw
and processed form accounts for 60 percent or more of the latter. Onions
are also important exports, and rice has been moving upward recently. Wheat,
wheat flour, tobacco, and tallow are important on the import list.

1/ Rainfall averages 150 millimeters (5.9 inches) a year along the Mediter-
ranean coast. This is concentrated in the winter months, October to
February. As one moves South, the rainfall decreases to 25 millimete-rs
in an average year. In some years in some areas, rainfall is zero. 0 The
mean daily temperature in the south near Sudan ranges from about 15 C
(59 F) in January to 32 0 (900F) in June. As one moves Borth, these
figures fall to about 12 0C on the coast in January to 26 C in July.
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53. Agriculture has been drawing a significant voLume of investment
funds since the High Aswan Dam was begun in 1960. In some years, this
volume has reached close to 20 percent of the total natLonal investment
outlay. However, industrial development has been the primary area of public
interest during this period.

54. Agriculture is under far-reaching Government control. Farmers are
assigned target acreages for major crops. The kinds andl amounts of farm in-
puts supplied to farmers are determined by the authorities, and their mer-
chtndising is a public monopoly. The more important of the input and product
prices are set by the Government, with the needs both for revenue and foreign
exchange ranking high as determinants. Public credit moves through quasi-
public cooperatives t,o farmers in amounts and o.i terms publicly determined.
Irrigation water is publicly managed and free 1/ to farmers. Withal, most of
the agricultural land is in private hands and, agriculture can be considered
to be under private management.

55. As noted above, one important feature of the agricultural devel-
opement problem is the rapid growth in population in the order of 2.8 per-
cent per year, and in 1968 it was estimated at 32.1 million. This affects
both the demand for farm products and the supply of farm labor. Although
urban growth rates are sharply in excess of rural, the absolute number of
people classed as "rural" continues upward (from 16.2 million in 1960 to
18.1 million in 1966). The rural population made up 60 percent of the total
in 1966, as compared to 67 in 1947.

Output

56. Estimates of GDP suggest that agricultural output grew at an
average annual rate of slightly more than 3 percent in the decade from 1959,
but very little or not at all since 1965. Crops continue to dominate output
(accounting for 73 percent of the total in 1965), but livestock is tending
to become relatively more important. The cropping pattern continues to be
built around cotton, with production having reached as high as 521,000 MT
of lint in 1965. Cotton output averaged 433,000 M,T in 1966/68. Area under
wheat averaged 1.6 million feddans in 1940/44. In spite of the Government's
emphasis on wheat, this latter acreage level has not been attained recently
(1.3 million feddans in 1966/68). Wheat production averaxged 1.5 million tons
in 1960/62, the same as in 1968. Both maize and rice production have gone up
notably of late. In 1968 rice output was 23 percent and maize 19 percent
above the 1962/64 average. Part of the expansion in maize is because of
higher yields resulting from the increasing use of hybrid seed and the sharp
shift from the nili (short season) plantings to full-fledlged summer status.
More and more land has been put to fruits and vegetables,, Per capita con-
sumption of vegetables in 1966 was 2! times that of 1951, and of fruits,
1-1/2 times.

1/ The exception is that a nominal sum is charged if water is pumped.
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57. Aside from rice, the outp11t trends of late have not affected the
level or composition of foreign tradel very much. Animal products continue
to be heavy consumers of foreign exchange. A main import is live cattle
from the Sudan. Fats and oils are also in increasing deficit. Another
significant import item is tobacco. Imports of wheat and wheat flour have
been going up, totalling LE 80 million in 1968. These are by far the largest
items on the farm. import list. On the export side, rice exoorts totalled
almost LE 40 million in 1968, close to double the figure of I1E 21 million
which was attained in 1965 and 1966. The comparable tonnage figures were
527,000; 365,000; and 354,000. Nonetheless, rice exports hav,e e. long way
to go to become as important as unprocessed cotton, even thoulgh the latter
(at iE lO million in 1968 and LE 123 in 1967) is running well below the
figure of a decade or more ago (for example, LE 132 million in 1953).

Yields and Technical Change

58. Egyptian farmers produce respectable yields per acre although
they are said to vary a good deal by region, by year, and by faIm. Still
higher yield targets appear possible if the developed agricultu-es are taken
as models. In the period 1960/64, the UAR yields compared to those of se-
lected high-yielding countries as follows:

Wheat 59% of the Netherlands
66% of the U.K.
82% of New Zealand

Fice (Paddy) 84% of Spain
85% of Australia
102% of Japan

Cotton (fiber) 109% of U.S.A.
109% of Peru

Corn 63% of U.S.A.
52% of New Zealand

59. The overwhelmingly striking feature of Egyptian agriculture in the
1960's is the stagnation in yields per acre (See Annex Table 33). It appeairs
that important crops such as rice, sugarcane, sesame, barley and flax are in
a yield downtrend. 'Maize and mille!t are doing rather better 1/.

60. The imfavorable trends in yields may be for several reasons. Onie
possibility is a rise in the water table and a consequent increase in soil
salinity. Another is the bringing into use of new land which requires timle
to reach acceptable yield levels. But this may not be very important as the

l/ A possible target for maize can be drawn from the experience of the
developed countries. For exanple, at 1.6 percent compound the growth
rate in the UAR yield of maize per acre is about one third that of the
U.S.
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cropped area in 1965 was less thaw in 1960, and in 1967, it was only one per-
cent greater than that of 1960. A third source of deterioration in yield
levels may possibly be a slowdown in the rate of modernization of the agri-
cultural sector particularly in areas where drainage is worsening, and es-
pecially in the more recent years. However this possibility is not fully
apparent from the available data, a review of which follows.

61. For many years farmers have drawn heavily on purchased inputs.
Hoiever, the recent trend is not notably upward. The outlay for inputs in
agrLculture was LE 190 million in 1965, and LE 208 in 1967. The former
figure is equivalent to 24 percent of the value of agriculture output; the
latter, 23 percent. The major outlay is for fertilizers. In terms of
gross tonnage, it has been estimated that farmers used 121 percent more
fertilizers in 1967 than in 1952. Nitrogen consumption averaged 136,000 tons
in 1955-69 period as against 313,000 tons in 1967. Phosphate and potash
showed comparable increases. However, rates of use and the nutrient balance
can perhaps be improved, especially in areas where the drainage constraint is
removed.

62. Comparable data on other modern inputs are not readily available.
One estimate puts the consumption of insecticides at 500 tons in 1952 and
15,000 in 1967. Another source shows that 11,000 tons o! chemical pesticides
were used in 1960 and 20,000 tons in 1966. Some 336,000 tons of improved
seed were used in 1952, as compared to 1,614,000 tons in 1967. Mechanization
is another major input. The number of tractors approximated 10,900 in 1959
and has been estimated at about 18,000 in 1967. About 70-80 percent of these
units are privately owned.

Farmland and Labor

63. Both cultivated area and the amount of labor in use in agriculture
have continued to increase in recent years. Cultivated area reached 6.5
million feddans in 1966, up 10 percent from the figure of 1946 and 23 percent
from the 1937 level. The cropped area adjusted for the number of crops taken
from the average acre per year has expanded from 9.31 million feddans in 1952
to 10.37 in 1960 and 10.46 in 1967 1/.

64. The rural population continues to grow in absoLute terms, although
as a percent of total population it has been falling. The rural total was
estimated at 18.1 million in 1966, sharply above the figure of 11.5 in 1937.
Similarly, the labor force in agriculture has been growing in absolute terms,
but falling as a percent of the total national labor force. The available
data show 3.6 million as employed in agriculture in 1961, equivalent to 55

1/ This is an unsatisfactory measure of the intensity of land use, because
it reflects only the number of crops per year, with each crop carrying
the same weight regardless months to maturity. Under this definition,
substituting short for long crops, for example, increases the indicated
intensity of land use although the opposite may have resulted in fact.
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percent of the national total. This latter figure seems to heLve fallen by
close to one percent per year through 1968 when the absolute figure was 3.9
million and the percent was 51.

65. The number of rural people per feddan of cultivated and cropped
area has been increasing. However, discussions on land-labor relationships
mean little unless possible changes in quality in each of these factors
through the years are taken into account. For example, illiteracy is espe-
cially high in rural areas, but decLining, therefore making it probable that
the average quality of the human agent in agriculture is higher now than a
decade ago. Similarly, new areas are being brought into use as farmland each
year. Their production capacity bu:iLds up slowly. And as build-up occurs,
land elsewhere may be deteriorating in quality because of a rising water
table, impeded drainage, increasing salinity or other reasons. The intensity
of use of both old and new land may also vary from year to year.

Income

66. Farmers at the lover end cDf the income scale are better off now
than perhaps ever before. This is not because the per capita eEarnings of
the sector have been increasing rapidly, but rather because the land reform
program begun in 1952 transferred a significant volume of assets and income
to small farmers. Since 1952 about 760,000 feddans of farmland (some 12
percent of the national total) have been taken from landowners holding more
than 100 feddans and distributed to 300,000 rural families for a nominal
payment. This land now changes hands in the free market at IE 700 to TE
1,000 per feddan. Land rents have been fixed at a maximum of sesven times
the land tax (at its 1949 level). This cut rent by 33-50 percent as of the
time of the decree, and it has continued downward in real terms since that
time. About one-half of the cultivated area is in tenancy tcday and there
are some 700,000 tenant families. T'hese now receive written three-year
leases under terms which make eviction highly improbable.

67. Another feature of the ircome trend in agriculture is that wholesale
prices of food have been trending uLpward relative to other prices in general.
Although this movement is less prominent for prices received by farmers, it
remains true that the shift in relative prices is producing income improve-
ment for people on the land. Farmers are also favored by real estate taxes.
These have not moved upward at a rate at all close to that of' the real value
of property. Part of the declining burden of real estate taxation has been
offset by the increased rates of defense tax.

68. As a part of incomes pol:icy, Egypt has chosen to use its agri-
cultural resources and its capacitir to import to improve dietary levels.
The tendency in both the caloric and1 protein supply per person per day has
been upward:

Unit 1950-51 1955-56 1965-66

Protein (vegetable) Gram 55 77 80
(animal) Gram 13 15 12

Calories Calorie 2,336 2,590 2,813
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Authorities on nutrition characterize present total food supplies as suffi-
cient to cover the caloric and protein requirements of the nation, although
distribution problems may persist. From the point of view of the quality of
diet, they point out that cereals provide too high a portion of the intake
of calories and protein, as well as of most minerals and vitamins.

Public Investment

69. Agriculture, irrigation and drainage have beea allotted close to
one-fifth of total public investment in recent years. 'rhe figures are:

1964-65 1966-67
LE Million at Current Prices

Agriculture 28.0 29.6
Irrigation and Drainage 37.4 34.0
High Dam 18.6 16.5

Total 84.0 80.1

Total above as percent of
all public Investment 19 18

These data would change but little if private investment in agriculture
were added. The latter is estimated at only LE 5 millic,n in 1965 and 1E 2
million in 1967.

70. Public outlays in agriculture more than doubled between 1961 and
1966. But in 1968 they were only 75 percent of the peak year of 1966. Area-
increasing (reclamation) activities suffered less than did crop-livestock
and irrigation-drainage from this budget cutback.

Research and Extension

71. Research has always been a primary task of the Ministry of Agri-
culture. In fact, before the revolution of 1952, the Ministry did little else
but research. It now works at 174 sites in seven research departments: soils,
field crops, horticulture, plant protection, animal production, veterinary,
and agricultural economics and statistics. The staff in 1968 included 1784
university graduates, and the budget was LE 3.25 million.

72. Cotton has absorbed much of the research effort and varieties
have been under continuing improvement. More attention is now being given
to other crops. For example, production practices have been developed which
will double the existing national average yield of maize on good soils, even
if only open-pollinated stock is used. Similarly, rice .ields have been
sharply increased by using varieties such as Giza 159 adapted to local con-
ditions. This type of work is fundamental to progress in agriculture, and
it becomes doubly important where increasing output by iniereasing the land
supply is costly, as in the UAR. It is doubtful if the IJAR is doing nearly
enough technical research in agriculture (including animal husbandry), given
the high returns to improving techniques in agriculture and the relative
scarcity of high yielding opportunities in other areas.
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73. The same is probably true of the Government's effort to expand the
use of modern inputs and improved cultivation practices. This is the spec:ific
task of the extension service. The under-utilized potential in extension is
only now becoming apparent. Recent experience suggests that intensive ex-
tension can increase yields significantly. A new extension approach was begun
in 1967 in 31 of the less productive villages and involved a total cropped
area of 9,800 feddans. In 1968, the intensive program covered 43,000 feddans
and 154 villages. In 141 of these villages, the effort centered on one crop,
usually corn, cotton or rice. The remaining villages were classified as
multi-purpose, and the program aimed at improving farming nractices in general
and in finding new outlets for labor. The 1969 program has been expanded
still further, and the target is to add 90,000 feddans per year until about
900,000 feddans are under intensive extension at all times.

74. The program increases the supply of guidance and modern inputs to
the selected villages. The enlarged staff undertakes to assure that appro-
priate farming supplies are always available and that all farmers do the right
things at the right time -- sowing, fertilization, spraying, and so on. Ia
1968 the program raised the yield cf' corn from 9.7 to 18.6 arde'D per feddaEn
in the village of Zohra (Beihaira) in 1968. Results elsewhere were comparable.
Nonetheless these are illustrative data and more refined measurements are de-
sirable. To get comparable results over much larger areas may 'be more diffi-
cult. It is also important to note that Egypt, unlike many counatries, is free
from a trained personnel constraint in expanding its extension and supporting
services to farmers. For example, nearly 5000 specialists in agriculture
and veterinary medicine graduated in 1964. (This indicates that outlays for
agricultural education may be too high, particularly for the upper levels.)
This capacity to expand extension work should be more fully e!xploited.

Credit

75. The farm credit system is operated by the General Organization of
Agricultural and Cooperative Credit. The volume of credit in agriculture has
been expanding rapidly. In 1957, f'armers borrowed LE 20 million; in 1967 it
reached a total of LE 87 million. The system operates through the agricultural
cooperatives in each village, although organizationally independent of themn.
Both the Cooperative organization an;d the Credit organization report to th,e
Minister of Agriculture. An increasing proportion of credit is in kind, and
in 1967 this was about two-thirds cf' the total. The system is financed by
advances from commercial banks and the Central Bank and subsidies in a signif-
icant degree are involved. About 5t5 percent of the credit is on short tern.
Two of the major problems are delirLcuencies and accounting. No data were mnade
available to the mission on arrears but the need to improve collections is
widely recognized.

Prices and Costs

76. The prices of major items bought and sold by farmers are largely
determined and administered by the G1overnment, subject to such ultimate
constraints as the balance of payments and income and incentive effects.
However, it has proven difficult to discover the agricultural price struc-
ture necessary to produce the desired resource allocation andL simultaneously
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fulfill other public objectives. Supplemental means of resource management
have been installed. For example, a scheme of crop rotations laid out on the
basis of large blocks made-up of plots from many farms, combined with annually
established acreage allotments for the three main crops (cotton, rice and
wheat) has been installed. Another scheme involves the sale of all the cotton
and parts of the rice, sesame, peanuts, onions, garlic, lentils, wheat crops
to the Government at prescribed prices. This system gives the Government a
main source of revenue.

77. In addition to using prices as a substitute for (or complement of)
taxes, the Government tries also to keep the price of staple items at a low
and stable level for consumers. This "social" objective in pricing is also
apparent on the input side. There is no charge for irrigation water as such,
and until recently agricultural production credit was interest free.

78. The effects of this multi-faceted pricing structure on resource
use and output in agriculture is not clear. Farmers have not been paying
directly for some valuable things (water); and they perhaps have been receiv-
ing too little for other things (rice) and too much for still others (wheat).
As noted above in a different context, farm products have tended to become
more valuable relative to non-farm products in recent years, in terms of
wholesale prices. The wholesale price index for industrial products and
materials moved up from 429 to 497 (1939 = 100) in the period 1951 through
July 1968 (Table 56). One of its components of great interest to farmers --
fertilizers -- actually fell in this period. Meanwhile, prices of foodstuffs
as a group rose much more sharply, from 335 to 538 in the 17-year period end-
ing in July 1968.

79. However, it should not be automatically assumed that prices
received by farmers move up at a rate comparable with the wholesale price
level for foodstuffs. The state is an important intermediary between food
producer and consumer and subsidies, penalties, rationing and multiple
pricing have been used as policy instruments to a large extent. Farm
product prices at point of first sale have moved up as follows:

Prices Received by Farmers %
Av. 1957-60 1967 Increase
Piasters per Kilogram

Wheat 2.5 3.7 48
Maize 2.4 3.7 54
Rice (Paddy) 1.9 3.0 58
Sugarcane 0.23 0.27 17
Beans 4.3 5.4 26

80. The major price movement in production requisites has been in
labor. A daily rate of P.T. 25 is not uncommon today. rhis is close to
double the effective rate of a few years ago. A summary of available price
data on other items entering production costs is in Table 58. The extent
to which public funds have been drawn upon in creating and sustaining the
price level of things farmers buy is not known. However, some evidence is
available about the cost of stabilizing the prices of things farmers sell.
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81. 'The agency charged with assuring supplies and stabilizing prices
of staple foods lost about iE 3.5 mi:Llion in 1967 and LE 5.8 million in 1968,
leaving aside certain administrative charges. The main items on which cash
income exceeds outgo are sugar and tea. Although a ration of sugar is made

available to all at a subsidized pri:ce, additional quantities are offered a,t
a much higher (and profitable) price. Quality tea is considered a luxury
item and annual returns to the Treasury are around US $16 million. Wheat
and wheat flour are important contributors to public losses, and in 1968
losses in these products reached ove,r US $54 million.

82. The stabilization agency maintains a substantial inventory of
staple food items (Table 60) and this, along with access to the Treasury,
has enabled it to exert a significant price stabilization effect. The
selling prices of the agency have changed but little since mid-L965.

83. Overall, it is difficult to pass Judgment on the effect of these
price and cost controls on the efficiency of resource allocation in agri-
culture and on income distribution. A first step would be to establislh ope-
rational criteria to serve as the basis for appraisal.

Marketing

84. Marketing arrangements in, agriculture are an essential complement
to the pricing system. The farmer deals mainly with Government or quasi-
Government agencies in procuring his farm supplies and marketing his pro-
duct. His main point of contact is the village cooperative. This agency
anticipates his input requirements and makes arrangements with the Credit
Organization and other public agencies for supplies, delivery, storage
and finance. Alternative sources of materials are not readily available
to farmers except as they exchange among themselves.

85. On the product side, the first step toward co-operative marketing
was begun with cotton in land reformL areas in 1953. It has since been ex-
tended to include rice and certain other crops. These products are delivered
by farmers to the village cooperatives or some other designated agent of the
responsible Government agency (ind:ixridual quotas are assigned at times). They
then move through the processing anld distribution chain to domestic consumers
or foreign markets under Governmenl; ownership, supervision or control.

86. The apparent intent of the Government is to develop an agricultural
cooperative system able to handle all marketing tasks on both the product
and input side. To date, however, much farm produce moves through private
channels, albeit under an inclusive set of price and other controls enforce-
able by the State. For example, tq'e local (district and village) markets
are either owned and managed by the Government or licensed by it.

87. The volume of business dDne by each of the public marketing
organizations is by no means insignificant. But evidence on their effective-
ness and efficiency is scarce. It is unlikely that the system would itself
rapidly identify or cure its deficiencies, as it does not automatically pro-
duce pressures to release resources or upgrade technology or accumulate for
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investment. However important its shortcomings may turn out to be, it is
clear that the agricultural marketing system has undergone profound changes
since the revolution of 1952.

Planning and Coordination

88. Agriculture fell somewhat short of target during the first plan
1961/65. The value added in agriculture rose by 3.3 percent per annum
against the planned rate of 5.1 percent; employment in agriculture grew at a
3.3 percent rate against the planned rate of 3.2 percent; and investment in
agriculture, irrigation and drainage made up 17 percent of total national
investment as against a planned figure of 19 percent. In effect, both in-
vestment and expectations concerning the agricultural sector have been on
an annual basis since the mid-1960s and neither has been formalized as a
part of a national plan or as an integrated sector scheme.

89. It appears possible that investment in agriculture since 1965 would
have been higher and of a different composition if forme.l planning had con-
tinued beyond the mid-1960s. Whether this is true or ncot, it will not be
easy to resume planning in agriculture and effectively to monitor and coor-
dinate the performance of the executive agencies. This is because several
agencies are now charged with promoting agriculture and the personnel strength
of each has been tending upward. Difficulties of a bureaucratic sort are to
be expected in complex structures charged with doing mary big and inter-
related jobs and involving many organizations and people. By way of illus-
tration, it is worth noting that the 14inistry of Irrigation in December 1968
had a staff of about 54 tLIousand. One result is to make planning the more
necessary, both to design resource allocations and to mcnitor performance.

90. One of the important tasks facing the planners today is to project
the output and employment capacity of agriculture over the several decades
ahead. A primary determinant of this capacity will be the supply of water
available for irrigation. Studies of the possibility, the costs and the
returns to expanding the water supply through upstream development of the
Nile and from other sources, need to be intensified. Data of this sort are
essential in designing economic development strategy for the long run.

Improving the Agricultural Performance

91. A very determined effort needs to be mounted to reach acceptable
levels of growth in the sector. This becomes clear if one projects the
sources of gain in agricultural output which are now visible. This pro-
jection follows. Its implications for change in agricultural development
policy are then explored.

92. The bulk of the effort in agriculture is going into land develop-
ment. This program is firmly scheduled, and to falter now would result in
forgoing much of the benefit from the heavy investment already made in the
new Aswan Dam. The general expectation on new land has been of the following
order of magnitude:
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Thousand Feddans

Cultivated area -- 1965 6,160
To be reclaimed through 1975

- using High Aswan Dam Water 1,250
- other projects 4oo

Cultivated area in 1976 7,810

A nine-year increase of this magnitude in the cultivated area would represent
a growth rate approximating that of total population. 1/

93. However, some adjustments are likely to be made to these expectations
as experience unfolds. 'Two examples may be cited. First, to date it has pro-
ven costly to find and make available underground water. Second, some of the
desert soils of calcareous sand and lacustrine clays are more difficult and
costly to manage than was expected. About 656,000 feddans were reclaimed in
the period 1960-68 (Table 31). Of these, about 200,000 have been raised to a
productivity level at which the value of saleable product covers operating
costs. It is planiaed to reclaim an additional 50,000 feddans this year (1969).
There will then remiain 564,000 feddans to be reclaimed through 1975 to enalble
full utilization of the new Aswan waters. 2/ The total reclaimted area for
the period 1960-76 will then total 1.25 million feddans. (This target assuames
that a sufficient arsa of soils of sufficient quality to make reclamation eco-
nomic can be found. It is generally- believed that this can be done.)

94. Land reclamation under the natural conditions of Egypt is under-
standably costly. Including social outlay and a charge of E, 65 for the High
Dam (Table 38) average costs have teen running around LE 520 per feddan.
The figure varies by ± 20 percent, depending on such factors as soils, topog-
raphy and location.

95. Reclamation in other thar.. the above-designated areas (and indepeadent
of the expanded water supply from the Nile) has totalled about 83,000 feddans
since 1960. As noted, the costs are high and the present evidence suggests
that a realistic projection of the rate of growth of production capacity in
agriculture will not count on these areas for a substantial contribution in
the near term. 3/ Continuing study is in order, however.

1/ Alternative sets of data are available on both intended andi realized
activity in land development. However, the differences would not
change the conclusions.

2/ This includes the Salhia project. It is hoped to bring more soils of
higher quality into the scheme if it becomes possible to bring part of
Lace Manzala into the project erea.

3/ The outlook for the longer termi may be different. Reports indicate that
an underground water reservoir sufficient to irrigate a million acres
for 800 years has been found in nearby Libya. This is being tapped for
experimental farming now.
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96. The second source of increase in production as a result of the
Aswan High Dam is the conversion from basin to perenniaL irrigation of
about 930,000 feddans in Upper Egypt. This enables multiple cropping.
Some 80 percent of this gain has already been achieved, with the remainder
to be completed by 1972, mainly through levelling. The gain yet to be re-
alized is thus about 130,000 feddans of cropped area pe:r year if one ignores
questions of drainage and the probable effect of the lack of it on yields.

97. A third source is the intensified program of drainage now being
planned. It is contemplated that a LE 73 million project to drain 1.4 million
feddans will begin in 1970, with area drained in that year being 80,000 fed-
dans, building up to an annual rate of 240,000 feddans _in 1975. On this sched-
ule, as much drainage will be accomplished in the single year of 1975 as during
the entire 1960/65 Plan period. If one assumes a yield increase of 25 percent
as a result of drainage and a cropping factor of 1.7, this program as of the
end of 1975 will have created the equivalent of about 391,000 feddans of
cropped area per year. 1/ This will have been at a cos1; of about LE 48 mil-
lion (920 thousand feddans times an estimated unit cost of LE 52), with annual
operating and maintenance charges of the system expected to be around LE 0.7
per feddan-year. 2/

98. In terms of cropped area equivalent, these three categories of out-
lay will result in an increment of 1.2 million feddans aLs of beginning 1976
in comparison with the end of 1967. This represents an annual compound growth
rate for the period 1968-75 of about 1.4 percent. Interesting propositions
follow:

(1) at the contemplated rate of land development as just described,
the rate of growth in farm output will fall below that of popu-
lation unless the rate of growth in yields per acre is increased
above its recent rate (see paragraph 59), or the cropping pattern
is upgraded;

(2) the implications of such a fall (relative to population growth)
in the farm output growth rate for the balance of payments and
the national capacity to invest are serious enough to suggest
that development resources should be redeployed to produce a
proper combination of more rapid land developsent, more rapid
yield growth, and more rapid upgrading of the cropping pattern;

1/ The figure of 25% is slightly higher than the recent IBRD drainage
project appraisal group assumes for purposes of making recommendations
concerning a loan. This figure does not include the yield effects of
the heavier use of modern inputs which is made economic by drainage.

2/ Alternative schemes being put forward show drainage completions on as
many as two million feddans by 1975. But whatever may be the target
finally settled upon, drainage is widely recognized as a big Job. For
example, it has been estimated that to install proper drainage in all
of the presently irrigated area would cost LE 300 million.
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(3) if it is unlikely that land development can be Gone any faster
than is now contemplated writhout resulting in unacceptably high
unit costs, and if rapid shifts in the cropping pattern are un-
likely 1/ then the highest,--yielding way to raise far-m output is
to increase sharply resources going into promoting improved tech-
nology where soil and groiundwater conditons permit. This is the
proper course that should be followed.

99. This finding is not inconsistent with more capital investment in
agriculture. In fact, the two categories of outlay may be quite complementary.
The policy issue of today is really not the simple one of more acres versus,
more productive acres -- to be consLdered within an overall sector investment
constraint. Rather it is the rate at which both more acres and more produc--
tive acres should be developed. This involves inter-sector comparisons of
returns to investment which should be considered within the framework of a
detailed development plan. In any case, a prior task is to show that agri-.
culture can draw a high yield from more funds if they are spent to expand the
use of modern inputs.

100. The rate at which the use of modern inputs can be increased
depends on the specific response to teehnology. Data are scarce on this
matter. Within the limits imposed by deteriorating drainage conditions,
the mission believes that there is substantial scope for raising agricultural
production through expanded technical research and development and by means
of heavier use of superior inputs and modern cultivation practices. There is
evidence that this view is shared by the Government.

101. Few of the reasons typically given in explanation of under-utiliza-
tion of modern inputs such as machinery and pesticides apply to Egypt. These
include: too little water; too unreliable a water supply; farmers do not know
how to use the inputs; the planting materials are not responsive; the extension
staff cannot reach farmers; and the credit and input distribution system is
already overburdened. The most probable reason why under-utilization persists
in Egypt is that input supplies have been linmited; with supplies rationed, un-
filled demands have not been apparent. The supply is short because foreign
exchange has been scarce, making it difficult to assign enough funds for nieces-
sary inputs. This difficulty has been reinforced by the desire to promote
domestic production of inputs, already well advanced but still not enough.

102. Water use is another important issue. Evidence on actual versus
optimum use levels is not readily available. There is an increasing body
of opinion that farmers use much too much, as, for example, during the
final stages of the cotton crop. From the farmers' point of view it is a

1/ Because these shifts would ine'v-itably mean more exports and imports,
and it is difficult to rapidly expand exports of products such as fruits
and vegetables.
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free good, I/ and the relation between irrigation, drainage and crop yields
may not always be clearly seen.

103. It may be difficult to improve water use. One reason is that there
is no shortage of water at present in relation to the area available to use
it. Another reason is that it would be almost impossible to install a system
enabling individual water charges to be levied according to offtake unless
land holdings were consolidated. The potential gain froni land consolidation
is probably very high. In 1950 over 50 percent of the land in farms of 2-10
feddans was made up of three or more plots. The comparable figure for the
10-50 feddan group was 75 percent. Consolidation of land ownership is not
now under serious consideration, except by the cooperativre system on an ex-
perimental basis. The fact is that consolidation may not; be able to generate
much interest because its most obvious effect is popularly seen as one of
saving labor rather than promoting technical Drogress in production methods.

104. Crop consolidation rather than land consolidati.on has been tackled
in the land reform areas by arranging that contiguous plots, regardless of
ownership, be sown to the same crop. Fairly large block<; of land (up to 300
feddans) belonging to many owners were thus brought under the same crop and
the same rotation without disturbing ownership rights. "his process begun
in Nawag village in Gharbiya Province in 1955, was undertaken in over 90 per-
cent of the national cultivated area in 1965.

105. To make it profitable for farmers to use only the economic amount,
some type of volumetric control of water use is indicated. As long as indi-
vidual accounting is prohibitively costly (because of the land ownership and
use pattern and the water distribution system) there is little recourse other
than to organize and charge on a group basis. This merits consideration. 2/

106. Using water and modern inputs to better advanttLge would make it
easier to grow crops worth more per unit. It has long been the policy of
the Government to shift more and more agricultural resources into the pro-
duction of higher-value crops. For example, as long ago as 1957 the Govern-
ment asked FAO for technical assistance in fruit and vegetable marketing
with the hope that more resources could be put into these high-yielding
outlets.

107. Nonetheless, the cropping pattern still contair.s a significant
acreage of low-value crops. The typical rotation, now oi' three years, is
defended mainly on the grounds that jointly with decrees setting up maximum
cotton acreage it is the least-cost way to sustain land productivity. In

1/ Even if paid for through the land tax, as some claim, the amount payable
is not dependent on the amount used, nor is a water charge an identifi-
able element in the land tax payment.

2/ See Phillip Kirpich and Peter Naylor, Irrigation Under Conditions of
Small Land Holdings, Congress of International Commission on Irrigation
and Drainage, Mexico, 1969.
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turn, the cotton and wheat acreage requirement is seen as promotiIig rLe opti-
mum external relationship, both thrctigh the supply of exportable cotton and
the level of wheat imports. 1/

108. Technical and economic circumstances change rapidly and in so
doing create the need for continuouz study of alternative cropping patterns.
The realized and potential technical, gains in corn of late are vastly greater
than in cotton or water bhffalo. The export price of rice and the import price
of wheat are likely to be weaker in the next five -ears than in the past five,
The upward price pressure on animal proteins for human consumption will be
sharper tomorrow than today. Pest control for cotton by labor-intensive
methods will be more expensive relative to alternatives ir. the future than
it is today. These suggest the need for a continuing adl,astment in the
cropping pattern, even as do improvements in drainage anc the creation of
certainty in the supply of water fo3 irrigation.

109. Specific recommendations on the cropping pattern ore Lot possible
without detailed study. TMis would involve a range of assu±upt.ons on tech-
nical coefficients and on foreign andi domestic prices. It ib 4uite conceiv-
able that such a study would indicate that there is a place for a relative
increase in berseem, corn and pulses to help cut back on imports of animal
products. ,-ais would tend to discourrage domestic output of wi.,eat, thereby
reinforcing the need to price wheat -to consumers high enough to reflect its
real cost and promote shifts to substitutes such as potatoes Wnich do not
directly consume foreign exchange.

110. More than foreign exchange is involved, of course. Labor is also
important. A high labor-using cropping pattern with minimum seasonality is
being sought. Another conside-.ration is crop diversification to spread risk.

111. Little or no research is 'being done on the cropping pattern. This
is to be regretted, both because a refined set of technical and economic data
can be quickly developed and because the outlook for progress iii agriculture
needs to be strengthened by all possible means. Upgrading the cropping pattern
may be one way.

112. Movement toward higher-value crops implies several complementary
steps. One is an organized effort to discover openings in foreign markets
and to design production and marketing accordingly. This is particularly
necessary for fruits and vegetables. To be fully effective it may have to
be done jointly with other countries which are seeking markets for similar
products.

1/ The target is typically not over one-third of the cultivated area in
cotton and not less than one-t]hird in wheat. However,, it has not alwEays
proven possible to attain these acreages. For example, cotton acreage
sank below the desired level in 1968, and higher prices have been an-
nounced to induce an upswing in 1969. Wheat is a like case. Although
liberally priced, many farmers find berseem more profitable and the
pressure to move out of wheat is persistent.
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113. Another associated step is to move towards a system which permits
farm product prices in the domestic market to reflect real costs and the
international market. In paragraph 81 it was noted that to hold bread prices
stable the Government of Egypt made bread available for the year 1967 at 2E 54
million less than it cost. This over-stimulates demand for bread, thereby
absorbing more resources for its production (or importation) than would other-
wise be necessary, and hence leaving fewer resources available for higher uses.

Conclusions and Proposals

114. Each year the agricultural sector commands more resources of all
kinds and increases output; but it shows a highly unsati3factory trend in pro-
ductivity. Among other things, this raises questions abDut the level and
distribution of investment in agriculture. There is also need to be concerned
about the rate of growth in the capacity of agriculture to earn or save for-
eign exchange.

115. Any appraisal of the public performance in agrLculture must relate
to a target set of objectives. Targets were not specified officially for
the recent past nor have they been for the immediate fut'ure. On the produc-
tion side, if such targets had been set, and if they had embodied the growth
goals of the first plan period (1960/65), they would not have been met unless
performance had improved. As to institutions serving ag:riculture, there has
been massive change. Its main feature is the enlargemenl; of the public role.
Ways of improving effectiveness and efficiency in the agencies serving agri-
culture are being sought and debated. This debate needs to be focused and
intensified if agriculture is to be fully exploited as a source of economic
growth. Basic policy issues also need debate. It is probable that relatively
too little has been invested in agriculture, and much too little in certain
sub-sectors. Another question concerns the degree to whi.ch the system allows
the better farmers to farm better.

116. To improve the performance of the Egyptian agriculture it is
necessary to establish the criteria by which performance is to be judged.
This is because the decisions left to the farmer are so few. The Egyptian
farmer does not have full control over the use to which lie puts his land
and labor, nor over the kinds and amounts of inputs he uses. He does not
have alternative sources of supply for production materiEls and services
nor alternative outlets for his majpr products. Prices ELre not allocation
devices in the sense of reflecting scarcities and real costs. Superior
farming skills (production, management, marketing) cannot be fully ex-
pressed. Those who would innovate cannot. Those who lag are still tenure-
secure. The major decision open to the farmer today is how hard to work.
Under these circumstances, it is not easy to determine wLether he is doing
a good job or how to promote a better one.

117. The saume can be said of the public agencies servicinig agriculture.
As with farmers, superior management is not rewarded. Shortcomings in
performance are not readily visible, and the only corrective mechanism is
the political process.
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118. With performance thus divorced from penalty and reward, at least
to some degree, it is important to introduce criteria which will act conti-
nuously as a force to shift resources into higher-yielding uses. This may
involve the use of explicit t;argets and monitoring systems.

119. Current effort in agriculture should be geared to increasing
yields per acre, in so far as drainage conditions make it economic, and to
assuring full utilization of the available water supply. The public decision-
making machinery needs to take more cognizance of market developments abroad,
and there is dire need for a systeR. of individualized penalties and rewards
for farmers and managers. f. closer relationship between the real cost of a
thing and the price paid for it by consumers arid farmers needLs to be esta-
blished. These judgments imply that the Government needs to consider taking
steps of the following illustrative sort:

(1) Speed up technical change by (a) making available the
foreign exchange required to increase the fertilizer supply
by, say, 20 percent and the number of tractors by 25 percent
in the year ahead (adjust these percentages for succeeding
years in the light of field evidence as to demand); (b)
assuring that the effort to produce and distribute improved
seed and to extend plant protection cain move forward without
financial constraint; (c) expanding the intensive extension
program at triple the presently contemplated rate, concen-
trating it in the most productive areas, and putting much
more emphasis on technical research;

(2) Improve resource use and the agricultural credit and cooperative
system by (a) promoting t1he construction of adequate warehouse
space in each of the village cooperatives; (b) instaLling an
effective accounting capacity in the agricultural cooperative
and credit structure, beginning at the village; (c) di.recting
that the agricultural crelit system and the agricultural cooper-
ative system become self-supporting in five years, simultaneously
raising interest rates to cooperatives and farmers and making
available as much money as can be loaned at the higher rates;
(d) developing group responsibility for future delinquencies
in credit; and (e) adjusting farm real estate taxes and farm
land rents upward with general price increases, and discouraging
waste of irrigation water by requiring the farmers to pay for it.

(3) Forestall deterioration ad,i enable growth in yields per acre by
(a) urgent implementation of the planned drainage p:rogram; (b)
sharply expanding this program to the economic level through
appropriate means 1/; (c) using the leverage developed. by the

1/ For example, by utilizing staff from abroad on a short-term emergency
basis. It is realized that th:Ls course would require adjustments in
certain current practices such as conditions of employment and repa-
triation of earnings.
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drainage subsidy to promote in areas about to be drained a pro-
gram to consolidate landownership, utilizing pe.id village com-
mittees and under-employed agricultural graduates as the operat-
ing group for this very high-yielding activity, (d) taking
appropriate steps 1/ to speed up the soil survey to assure that
the areas in greatest need of drainage receive priority attention;
(e) exploiting the drainage outlay to the utmost by intensive ex-
tension programs in areas being drained.

(4) Intensify studies of ways of expanding agriculture by (a) the
provision of more water (from the Nile, and groundwater); (b)
technical improvements, including drought-resistant crop varieties,
and (c) more economic use of water and other resources.

V. INDUSTRY

120. Industry has played a leading role in the development strategy
of the UAR since 1957, when the first industrialization plan was launched.
The share of industry in GDP has risen from less than 10 percent in 1952
to more than 20 percent in 1967. During this period the relative share of
industrial output of the traditional industries processing local raw ma-
terials (textiles; food) declined as the scope of manufacturing industry
widened. This decline will be more noticeable in the next few years if the
petroleum industry develops as expected.

121. Since 1965, with the slowing down of general economic growth,
excess capacity appeared in many industries, particularly those which were
designed to serve the domestic market. A decrease in demand for some con-
sumer's goods accompanied the overall slowdown in economic activity. Stocks
of a wide range of products which were not marketable abroad nor saleable at
home because of their high prices were accumulated. Factories which were
already working below capacity because of the shortages of: raw materials and
spare parts, and other production difficulties, or in some cases over-
investment, in the first place, reduced production. From 1965 to 1968 the
percentage of unused capacity in the industrial sector as a whole averaged
more than 31 percent. The branches most affected were engineering and metal
working industries, motor vehicles, heaters, sewing machines, the electrical
and electronics industries, refrigerators, T.V. sets, radios, some chemical
industries, soap, plastics, powder, pencils and matches, Eome food industries
e.g. soft drinks and some textiles (low quality yarns and finished goods).
Prices of some consumers durable goods, namely, wool yarn.,E textiles, re-
frigerators, radios and T.V. sets, were reduced last JanuaLry with the very
aim of increasing domestic demand, decreasing stocks and e.chieving a fuller
utilization of the existing productive capacity. The cuts averaged 30 per-
cent. The products covered, however, concerned only a sme.ll fraction of
total private consumption and further reductions for other items are under
consideration.

a/ See footnote on p. 28
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122. Despite a very close system of control of the financing of
industrial investment, whether through direct Government appropriations
or through the banking system - main]ly for operational deficits and for
short term needs - organizational arrangements do not make it easy for Lhe
choice of priorities and the selection of projects to be made systematicaliY
in relation to economic criteria. Projects are prepared and submitted b'V
the &eneral Organization for the incividual industrial branch to the re-
sponsible Minister concerned. Responsibility for individual branches of in+-
dustry is divided between some five Ministers. The Minister f'or Industry,
Petroleum and Mineral Wealth is but one of the members of the Cabinet re-
sponsible for the industrialization policy. Some important branches are
under the supervision of the Ministers of Health, Supply and Domestic Trade.,
Economy and Foreign Trade and War Production. Finally, the Minister of
Planning is responsible for putting the industrial policy in the context
the development plan of the country. At a lower level, many ent_rprises
although similar in function, are attached to different GenersLl Organizatir%as.

123. Because of the already existing diversification of the industrial
sector, and the complex interrelaticnships among the different branches, in
a system - like the Egyptian - where prices do not represent costs, an effec-
tive reorganization can be achiev-. 1 only through a better coordi:nation of
decision making. The Government has recognized the need for improvements in
organization and nas set up a ministerial committee to study costs and pricing
procedures.

124. In addition, other measures are being taken to increases industrial
output. Among them is a sharp increase in industrial investment. The in-
crease planned for 1969 not only reflects a recovery after the slump result-
ing from recent economic stabilization efforts, but also the beginning of a
very large investment program at the Helwan steel plant, which with related
investments would absorb about 50 percent of the total probable :industrial
investment of the country for the coming five years. The renewed growth of
induEstrial investment poses again the problem cf investment allocation and
project selection. Although the stated policy is aimed at maximizing returns,
fostering export oriented industries, and at eliminating bottlenecks, the
Helwan Project does not yet appear to have been weighed in the context of
the sector as a whole, nor does -the marketability of production from this plant
seem to have been fully analyzed.

Petroleum

125. Oil is the most important mineral resource of the UAR. The
annual output of crude oil rose from 2.3 million tons in 1953 to 5.7 mil-
lion tons in the fiscal year 1968, despite the loss of Sinai oilfields
which - before the 1967 war - accounted for about 80 percent of total pro-
duction. New discoveries and developments are expected to result, in fur-
ther doubling of production by 1969. The UAIR expects to become EL net ex-
porter of crude oil in 1970.

126. Egyptian oil policy seems to be sound, and its management imagin-
ative and businesslike. Several additional areas were recently opened for
concessimDn and all the major international oil companies have been invited
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to bid. A few foreign companies, namely ENI,' Pan American and Philips,
already operate in the UAR on the basis of partnership agreements, whereby
Egyptian and foreign interests undertake joint operations in case of com-
mercial discoveries and Government proceeds consist of the national share
(50 percent) and of 50 percent of the profits of the foreign partner. For
the future, however, despite the successful working out of these partner-
ship agreements, the UAR has announced that any form of arrangement which
is maost beneficial to the country would be considered in order to attract
more interest.

127, The recent developments in oil production are in the Western
Desert (Al Alamain and Mamor al-Jimal) and at the Red Sea (El Morgan off-
shore and Amin, Shukheir and Ummal Usr, on-shore). Natural gas was found
in commercial quantities at Abu Madi in 1967, and more recently, at Al Westani,
both in the Nile Delta. The crude oil in the Western Desert and in the Red
Sea region has a higher quality than that of Sinai. I8s API degree is, in
certain cases, very similar to that of Libyian oil (42 API). It is also
located very close to refining facilities. Proved reserves indicate that
crude output could exceed 35 million tons in 1975, more than a 5-fold in-
crease over the 1965/68 average. By 1975 total exports are expected to be
almost 9 times the 1965/68 average.

128. Before the June war, refining capacity (9 million tons per year)
was planned to be expanded rapidly with the doubling of the Mex refinery at
Alexandria, and 70 percent and 50 percent increases for the El Masr and Suez
Oil refineries, both near Suez. These last two plants have been seriously
damaged and in 1968, the amount of petroleum processed ia the UAR was only 5
million tons as compared to the 8 million tons in the previous fiscal year.
An arrangement was made with the refinery at Aden to proaess there some crude
oil from El Morgan oil field. It is expected that by 1975 the production
of petroleum products will amount to nearly 10 million tons.

129. A pipeline to supplement Canal transit is bein,3 planned to extend
from Suez to the Mediterranean Sea. The line, with a planned capacity of one
million barrels per day may cost ir.120 -- 150 million. A system of contractor's
financing is envisaged. The project is expected to be completed by the end of
1970.

130. Petrochemical developments are still in the planning stage.
Several specific projects are being considered. The project at the most
advanced stage of preparation is a plant to produce polyethylene (20,000
tons a year), polyvinyl (20,000 tons a year) and plastic:ized PVC (18,000 tons
a year). Production would be mainly for domestic consumption with exports
primarily to Arab and African countries.

Chemicals

131. The Chemical industry is well developed. Apart from the main
branches (fertilizers), great emphasis is given to expansion, renewal andi
improvements in gLass, paper, ;;lastic, tyres and basic gim industries.
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132. Egypt produces both nitrogenous and phosphatic fertilizers, about
160,000 tons N and 260,000 15 percen- P20 tons a year respectively, whiie

consumption is about 250,000 tons i and 380,000 15 percent P 0- tons; t-is-
25~

coveries of oil and natural gas and extension and rehabilitation of nhospha±te
rock production offer good prospects for growth of productioni .,t only to
cover domestic requirements but also for export. The main proje -- under
execution concern calcium ammonium nitrate (200,000 tons, 20.5 percent) at
Helwan and superphosphate (200,000 tons, 18 percent P 2 ) at Assiut. De -
spite the virtual self-sufficiency i: phosphorous fertilizers achieved in
1966, the rationale for expanding superphosphate production lies in the
efforts to promote consumption up to more than 700,000 tons of fertilizer.

'fextiles

133. The industry dates back to tAe 1920's and in 1968 accounted for
about 32 percent (including both public and private activities) of the
value of industrial production. It consumes one-third of domest.c raw
cotton production, mainly ashmuni, and although ,bout 80 percent of its
output is consumed domestically, it is a major expoxt industry. Cotton yarn
and textiles comprise about 70 percent of total 'extile production. The UAR
also makes jute, synthetic and wool yarns anc tte.stiles. Through renewal of
existing plants and establishment of new a;_ o-t es, total production capacity
is planned to increase about 10-15 percent over the next 5-year ;period.
Excess capacity has been experienced mainly in plants manufacturing cheap
clothing for domestic consumption. The prices of these goods were recently
reduced.

134. Production of cotton yarn and textiles reported a steady increase
in recent years from 1963 to 1967: t.2 percent compounded for yarn and
3.8 percent compounded for textiles. In the same period, prodcuction of
wool and synthetic yarns and textiles stagnated and production of jute yarn
and textiles declined by about 45 percent.

Food Processing

135. Until 1962 when it was surpassed by textiles, food processing
was the largest branch of UAR industry although it has a very slow growth
rate. In 1952, it accounted for 45 percent of total public and private
manufacturing. In 1967 the public Jactories (93 percent of the total)
covered almost 23 percent of the industrial sector output (LE 241.1 million).
The major food products groups are, in order of the value of production:
sugar and sugar products; cotton seed cake and oils; starch, glucose and
yeast; corn and rice products; dairy products; canned, dried, preserved
and frozen meats; vegetables and fruits; frozen shrimp.

136. Extension and renewal is p:Lanned mainly for sugar anid sugar
products, preserved products, edible oils, dehydrated products and fish.
Food processing did not have to cope with excess capacity problems since
this affected significantly only soft drinks. For some lines of produc-
tion the industry faces significant storage problems for lack of refriger-
ation rooms.
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Steel

137. The iron and steel mill has been operating uneconomically at
Helwan since 1963. Its main problems are its uneconomic size, only 300,000
tons and high transportation costs for the ore and :Tuel. The plant operated
at full capacity only last year. Continuous losses have been financed either
through Government appropriations or through the banking system. Expansion
of the plant, to achieve an economical size, had been given high priority
by the Government. Negotiations with the USSR for its financing were com-
pleted on May 15, 1968, and works are expected to start before the end of
this financial year. The operation is scheduled to be finished by 1975.
The new production capacity will be 1.5 million tons, anl the project in-
cludes the development of Bahariya Oasis iron deposits a:id the construction
of a railway from there to Helwan. The cost of the project is estimated at
about 6E 350 million, 25 percent of which is in foreign exchange.

Mining

138. Besides oil, the major mineral products of the UAR are phosphate
rock, salt, manganese, iron, limestone, marble and gypsunl. Immediate
prospects for expansion of production concern, mainly, phosphate rock and
iron ore, since the major manganese deposits are Sinai aid Salt production
near Port Said. Proved reserves of manganese ore amount to more than two
million tons in Sinai, and minor deposits were recently Pound in the Eastern
Desert. A project for expansion of salt production in cconnection with ex-
port opportunities in Japan was interrupted after the closing of the Canal.

139. Efforts for expansion of phosphate rock exploration and extraction
are being directed not only on traditional areas south of Suez (Safaga,
Kosseir, Hamrawein), but especially in the Nile Valley in Upper Egypt where
more than 130 million tons of proven reserves are located. Production is
expected to increase from 740 thousand tons in 1968 to over 1.1 million tons
by 1975. Expansion of production is, however, only but one priority. In
fact, upgrading of output and improvement of extraction methods are felt as
extremely urgent and necessary: the quality of output does not compare
favorably yet with North African ores and labor productivity is extremely
low. Mechanization, or at least semi-mechanization, of all the mining
operations is needed in the short run.

140. Iron ore deposits are located at Aswan and the 3ahariya Oasis.
Low grade Aswan iron, upgraded to about 50 percent, has been used for the
Helwan Steel Mill since 1963, despite the high transporta-Aion costs involved
in the operation because of the distance (about 950 km). The recently dis-
covered Bahariya Oasis deposits contain about 166 million tons of proven
reserves of almost 55 percent iron.

Concluding Remarks

141. The central problem facing the country is how to make the best use
of this significant growth potential of many branches of industry. For
petroleum, chemical, engineering, mining and for the other promising branches,
availability of capital locally is not the only difficulty. The problem is



a combination of the availability of' foreign exchange, selection of projects,
coordination of activities, location of investm.ent, standard of' management,
implementation of policies aiming aLt; the best use of availab:Le resources,
also of the unused capacity that has so far burdened many lines of production.
In this connection it will be necessary to strengthen the mianiagement of the
enterprises and to entrust them- with more autonomy regarding managerial deci-
sions.

142. If Egypt can overcome her lack of foreign exchange and can supply
industry with what is necessary to supplement investment in domestic cur-
rency and if the present reorganization policy leads to the definition of
an effective planning, her industrial growth potential can be better ex-
ploited. The "new" industries, particularly chemicals, engineering and,
petrochemicals could become competitive in the relatively short run. Through
upgrading and renewal, also textile and food processing could! make more pro--
gress in the world market. For the heavy industry it will take longer time
before its production can be justified on economic grounds alone. However,
even for this sector the long run growth potential can De considerable, es-
pecially if efforts toward economic integration among the Arab countries
produce a larger market with the UAR the dominant supplier.

VI. PUBLIC FINAICE, MIONEY AND PRICES

Public Finance - Overall View

143. The nationalization measu:!es of 1961 marked a turning point in
the role of the public sector in the UAR. All major economic activities
were brought under government control with public investments now accountirng
for about 90 percent of total investment in the country. Two budgets were
created to cope with the new system of public ownership: the "'Services
Budget" and the "Business Budget". The Services Budget covers the tradi-
tional Central Government functions and include very modest investment ex-
penditure (on average about 10 percent of total pu7blic investmrent). The
Business Budget includes Public Authorities and Organizations, the latter
acting as sector holding company to which a number of operating companies
are affiliated. All surpluses generated by the Public Authorities and
Organizations are transferred to the Treasury and, due to the absence of
a capital market, investment financitg for the Business sector is provided
by the Treasury either through loans or contributions to the capital of
companies.

144. The fiscal situation viewed from the standpoint of mobilizing
internal resources for development, can be characterized as one in which,
despite a high ratio of tax-revenues to GDP - around 22 percent - central
government savings have persistently been negative and total public savings
have been around 4 percent of GDP in most years, though they f'el:L to as low
as 2 percent in 1966. This situation has mainly arisen from the very high
level and rate of increase of defense expenditure which is now around 10
percent of GDP. However, other current expenditure has also been rising
more rapidly than government revenue and GDP. Consequently, public invest-
ment expenditure fell continuously between 1964 and 1968.
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145. The willingness and ability of the Government to reduce investment
expenditure in the interest of overall financial prudence should be stressed.
But a continuously falling level of public investment is a trend which must
be reversed before the fiscal performance of the UAR can be judged satis-
factory from the point of view of development. The 1969 Budget envisages
a substantial increase in public investment, a substantial part of which is
however unlikely to contribute much to the growth of the economy in the near
future. The possibility of significant additions to prodluctive investment
over the coming years will largely depend on defense needs and orn the ability
of the government to follow a policy of austerity for a protracted period of
time, should these needs increase further.

Past Trends

146. Central Government finances entered the 60's w>th a balanced cur-
rent account budget but the situation rapidly deteriorated and reached its
worst point in 1966, the last years of the Plan. The increasing deficit
of the early 60's was mostly the result of a rapid growth in current ex-
penditure which far exceeded the increase in revenue and GDP.

Table 1: CENTRAL GOVEPRMENT

Annual Rate of Growth

1959/60 - 1965/66

Current Expenditure 18.1

Defense 21.0
Social and economic services 18.0

Current Revenue 11.0

Tax Revenue 11.7

Gross Domestic Product 9.0

A main determinant of the growth of current expenditure vas the decision of
the government to expand social and economic services in order to satisfy
the basic needs of the population. For example expenditure for education
and health more than doubled between 1960 and 1966. A very substantial
part of expenditure for social and economic services has taken the form of
transfers to local authorities, which by 1966 reached LE 123 million, almost
20 percent of current expenditure of the central government.

147. While the government in the early 19 6 0's was trying to expand its
development expenditure, it was faced with increasing requirements for
defense expenditure which accelerated after 1963 mainly as a result of the
military commitment in Yemen. Tn 1960, defense expenditE.re accounted for
30 percent of total current expenditure, or about 5 percent of GDP. by 1966,
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these ratios climbed to 34 and 10 percent, respectively. The raLte of in-
crease in expenditure on social and ieconomic services was of the same order
of magnitude.

Table 2: SEPV'ICES BUDGET
(T,E million)

Fiscal Years 1960 1962 1964 1966 1967 1963 1969
Prov. Est,,

Current Expenditure 252 369 493 685 663 632 658 
of which

Defense 76 87 177 235 134 258 279
Social and Economic
Services 84 129 177 227 223 226 253<

Current Revenue 254 307 369 474 525 515 526
of which

Tax Revenue 1-5 17( 272 34b 341 360

Balance -2 -62 -124 -211 --13 -117 -132

148. The revenue performanc- - ile government during th:is period was
good when related to the vrowtk if ;:iie economy. By the end of the period, re-
venues of the Central Governmient an.d of local authorities (about LE 50 million)
were about 22 percent of GDP or 26 percent including the savings of the
Social Security system. This rate is certainly high among developing coun-
tries, particularly if allowance is nade for the low per capita income.
Custom duties (of which 50 percent come from tobacco) were a very dynamic
source of revenue all through the period. They are the single largest tax
and account on the average for about, 30 percent of total revenue. Business
profit taxes also increased very substantially, at an annual rate of 24 per-
cent between 1960 and 1966. Their increase was particularly significant in
1965, and 1966, mostly as a result of the efforts of the tax administration
in collecting tax arrears.

149. The only significant element in the revenue structure which did nct
move in accordance with the growth of the economy was the land tax. The tax
has a rate of 14 percent applied to the annual rental value of all arable land.
The rental value corresponds to about 10 percent of the assessed value. The
original assessment is the one of 1946 which a land reassessment conducted in
1956/58 was intended to revise. However, the 1958 land reassessment was
delayed until 1966 because of the pclicy towards agriculture. Starting in
1903, the proceeds of the land tax were turned over to the local authorities,
who impose a 15 percent surcharge. The yield of the land tax has, therefore,
remained practically unchanged between 1960 and 1966. The rigidity of this
tax, however, has been partially offset by the increased rates of the defense
tax, which rose between 1961 and 1966 from 3.5 to 10.5 percent of the rental
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value. The defense tax which is paid by the user of the land (owner or
tenant), has been therefore the only way of increasing the tax burden on agri-
cultural income.

Table 3: PUBLIC SECTOR SAVINGS
(TE million)

Fiscal Years 1964 1965 1966 1967 1968 l96y
Prov. Est.

Central Government -124.0 -145.4 -211.1 -137.5 -117.2 -132.4

Social Security 69.8 100.1 109.1 1422.7 144.9 161.5

Local Authorities 9.7 8.2 12.7 8.6 20.7 22.8

Public Enterprises 1/ 113.9 124.3 136.2 110.0 12.5-?/ 30.1-'1

Total 69.4 87.2 46.9 1C03.8 60.9 82.0

Public Investment 369.4 294.2 300.2 271.2 218.8 311.9

1/ Up to 1966 the savings of public enterprises are given gross of
transfers from the Central Government to cover the deficit in the current
operations of some enterprises. According to rough estimates such trans-
fers have been of the order of FE 20-25 million. Savings of enterprises
are defined, starting in 1967, as follows: Savings = (Surplus +
Depreciation Funds) -Operating Deficit.

2/ The decline reflects the disapperance of the earnings of the Suez Canal
Authority with the closure of the Canal.

150. The large current deficit of the Central Government has significantly
offset the savings effort which took place at the other levels of Government.
This was particularly evident in 1966 when public savings were only 2 percent
of GDP. The decline in savings made it necessary to reduce the level of in-
vestment which in 1964 had reached a peak level of LI, 370 million. The sec-
tors most affected by the reduction were industry and tourism. However, the
reduction in investment was not sufficient to avoid a large resort to Central
Bank borrowing in 1966, when foreign credits also declined. The Budget esti-
mates for 1966 had called for bE 17 million of borrowing from the Central
Bank but the final deficit was WE 115 million, notwithstanding the stabili-
zation measures taken at the end of 1965, which included tax and price in-
creases as well as cuts in non-defense expenditure.



- 38

Recent Developments - Stabilization vs. Growth

151. A substantial improvement in the financial situation ol the General
Government occurred in 196r. both the current account deficit arid the over--
all deficit were substantially reduced. The improvement in the current de-
ficit was first of all the result of an absolute decline in current expen-
diture. Furthermore, there was a substantial increase in current revenues
originating from the impact of the s-abilization measures. The results of
1967 would have shown a greater improvement had it not been for a substantial
amount of liquidation of arreurs.

152. On the revenue side, it should be noted that tax revenues re-
mained practically unchanged. This was first of all the result of an
absolute decline in customs duties, after several years of rapid expansion.
"le import restrictions which the government had imposed in order to meet
the balance of payments problems are the major explanation for the decline.
Fortuinately a vigorous policy in tap-Ang businiess tax arrears was able to
offse±t this :-nortfall.

153. On the expenditure side, non-defe se expenditure expanded at
about thie same rate as GDP and this target .was achieved by keeping expendi-
ture f')r goods ano services almost unchan,,ed, by reducing cost of living
subsidies and by limiting the increase ii the -wage bill to less than 4 per-
cent. This latter is a noteworthy acl-Ilevement since upgrading of existing
personnel., according to government ofre:Lials, accounts for about 3 percent
of the ;wage bill. Finally, transfer:-. :o local authorities have also remained
unchanged after the substantial increase in 1966.

154. A significant development in 1967 was the decline of total public
expenditure, in terms of GDP, to the 1963 level. Such decline, was partially
the result of further reduction iii investment expenditure which Eaffected
mostly industry, transport and coumunications. The need to cut investment
even though defense expenditure declined substantially was due mainly to the
simultaneous drop in foreign credits and to the determination of the govern-
ment to reduce borrowing from the Central Bank.

155. Tne war of June 1967 had a strong impact on the 1968 Budget be-
cause of much higher expenditure for defense and revenue shortfalls, mostly
attributable to the loss of Suez Canal revenues. A series of measures were
taken to offset these factors. On the expenditure side the more important
measures were the cancellation of the annual bonus for employees; reduction
by one-half of representation allowazces and lowering of all other allowances
by 25 percent. Expenditures for purchases of goods and services by the govern-
ment were also reduced. On the revenue side, a national security tax was in-
troduced at a rate of 50 percent of the existing defense tax. 1/ Other tax
increases affected the stamp duties, taxes on private cars and other excise

_/ The tax was only 25 percent of the defense tax levied on land in view
of the fact that the land tax itself had been raised by about 25 percent
as a result of the implementation of the land reassessment of 1956-58.
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duties. Price increases were imposed, among others on cigarettes, sugar (by
transferring part of rationed sugar to free sugar, whicih pays a higher price)
and transportation fares. Furthermore, the damage to the oil refinery at
Suez called for further rationing of kerosene and price increase on non-
rationed kerosene. Finally, social security contributions were also raised.

Table 4: FINANCING OF PUBLIC SECTOR CAPITAL EXPENDITURE
(LE million)

Fiscal Years 1964 1965 1966 1.967 1968 1969
Prov. Est.

CAPITAL EXPENDITURE

Investment 369.4 294.2 300.2 271.3 218.3 311.9
Debt Repayment 1/ - - - - 20.7 25.4
Emergency Fund 2/ - - - - - 27.0

Total 369.4 294.2 300.2 271.3 239.5 364.3

Sources of Financing

Public Savings 69.4 87.2 46.9 103.8 60.9 82.0

Savings Certificates - 6.2 17.5 24.8 13.6 15.0
Postal Savings 11.4 8.8 5.1 1.3 0.9 -
Miscellaneous 55.2 39.6 48.o 9.5 70.7 14.0

Bank Claims 150.0 71.8 115.9 75.0 53.2 67.5

Foreign Credits 83.4 80.6 66.8 56.9 40.2 58.8

Emergency Fund -- - - - 127.0

-Aid from Arab Countries (107.0)
-Other Special Revenue (20.0)

1/ It does not cover foreign debt repayment by enterpr:ises. Up to 1967
debt repayments, which include principal payments on foreign debt,
appeared in the Services Budget Current Expenditure.

2/ An estimated amount of LE 100 million for defense ecpenditure has been
included among Central Government Current Expenditure. The Emergency
Fund amounts to bE 127 mrillion and is financed for bE 107 million by
the Arab Aid, the remaining LE 20 million being proirided by special
revenues, mostly stamp duties. In addition to defense expenditure the
Fund finances support programs for the people living; in the Canal Zone
(about bEL 13 million) and the losses suffered by the maritime companies
attached to the Suez Cernal Authority.
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156. The outcome of these measures was to keep the current account
deficit of the Central Governmeot at the same level as in 1967. HIowever,
savings of enterprises declined very sharply mainly because of the closing
of the Suez Canal, and this, together with the further reduction in foreign
credits and the necessary curtailment of borrowing from the Central Bank
called for a very substantial cut in public investment which fell below the
1961 level. In August 1967 an agreement was signed with Kuwait, Libya and
Saudi Arabia for annual assistance of TF 95 million to offset the Suez Canal
losses. It was increased to -L 107 million after the devaluation of sterling.
TE 83 million were received during the fiscal year 1968. The allocations of
these funds are not shown on the budget figures. It can be presumed that
part of them would appear among Miscellaneous in table 4 on the financing of
Public Sector Expenditure.

157. A revival of public expenditure characterised the 1969 budget.
There was the desire on the one hand to bring public investment to a level
more compatible with the long term development needs of the cotmtry, and on
the other to increase public consumption both to relieve the pressure on
individuals and also to raise effective demand in the economy. Thus, for
example, the wage bill of the Central Government increased by 15 percent,
reflecting the reinstatement of the various allowances which had been cut
in the previous years. Looking at the various functions of govrernment, ex-
penditure on social and economic services was increased by 10 percent after
two years of stagnation. Expenditure for security and defense was also in-
creased by about 9) percent. Public investment increased by more than 60
percent; however, the fact that a large amount of this increase comes from
the expansion of the existing steel aill raises some questions as to its con-
tribution to the increase in output over the near future.

158. The increase in current expenditure has been met by additional
price increases (cigarettes and gas oil) and tax increases (national security
tax) in addition to the expected natL,ral growth of public revenues. 1/ This
leaves a current account deficit roughly equal to the one of 1968. For the
financing of investment expenditure, the most significant items are the pro-
ceeds of the Arab Aid, of iE 107 million.

Organizational Problems and Policies

159. The heavy emphasis placed by the Government on solving short-term
financial problems has not prevented a parallel effort to deal with some of
the more structural problems of government activity. A number of possible
economic and fiscal reforms are discussed in a document issued by the Govern-
ment this year, including a reclassification of the various budgets to sepe-
rate agencies and enterprises operating on a commercial basis from those
performing more social functions.

1/ The data show a moderate increase in revenues but this is the result of
a change in classification. See Annex tables 50 and 51.
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160. As regards revenue measures, the three main possibilities seem to
be the introduction of a turnover tax, the revision of custom duties and an
even greater effort in collecting tax arrears. Furthermcore, the land tax
is also being studied. 'There is the idea of eliminating (or reducing) the
existing exemption (LE 4 on tax assessments up to LE 20) to increase the
contribution of agriculture to the development expenditure of the Government
in that sector. The present system is marred by the lach of satisfactory
records of land ownership which enables many taxpayers tc claim the exemption
for properties which they may own in different provinces.

161. Another of the reforms discussed is enhancing the autonomy of
local authorities, reducing their dependence on government aid which re-
presents now about 70 percent of their total resources. Their own resources
are mostly the proceeds of the land tax and the surcharge, public utilities
revenue and entertainment taxes. Under the present system, the budgets of
local authorities are submitted for approval to the Ministry of Local Author-
ities and are based on the anticipation of a certain amount of government aid.
The Ministry of Local Authorities, together with the Ministry of Treasury,
decide the annual appropriations. Wnilst the advantages of a more decen-
tralized structure are in theory substantial, it would seem that the most
important issue in the UAR would be the administrative capacity of the local
authorities to carry on a greater level of activity. At present such admin-
istrative capacity is certainly concentrated at the Central Government level
and could hardly be transferred to the field for some time. Furthermore, the
tight expenditure policy which will be required in the coning years could be
much more difficult to implement should the government lose to the local
authorities control of a substantial amount of public expenditure.

162. As to public enterprises, the document on reforns addresses it-
self in a general way to all their major problems, which are common to public
enterprises in most countries: inadequate capital structure, inefficiency
of operations, etc. The desire to run the enterprises efficiently comes out
strongly in the document. It is stated that, "overstaffing should be shown
separetly as a 'social cost' or burden . . . Thus . . . it will be evident
who is responsible for the overstaffing, the enterprise or the State". It
could be said that once overstaffing had been clearly identified, the excess
labor should be taken away from the enterprises and transferred to the Central
Government. Once a general job reduction is excluded, for social and politi-
cal reasons, it may be better to allocate people to general government func-
tions which are less likely to be disturbed by excess labor than in industry.

163. The lack of autonomy of enterprises creates a series of problems.
One of them concerns their ability to use their own surplus. Under the present
system the surplus of enterprises is transferred to the Tr-easury which charges
interest on funds it makes available to them. A question is then whether the
enterprise should receive interest free loans up to the snount of their sur-
plus. Another important question is the level of interest; rates charged on
loans by the Treasury, which is at present around 4 percent. This is certain-
ly low, and it reflects a more general problem of the interest rate structure
in the UAR. Any action to improve the efficiency of enterprises should con-
sider the possibility of a more realistic cost of money whLich now incorporates
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a subsidy element. The docjment refers also several times to the possibility
of doing away with those enterprises which turn out to be uneconomic and at
the same time do not performn any social function which might Justify their
existence with the support of the -overnment.

Money and Prices

164. Credit expansion in recent years has been largely dominated by
government borrowing, reflecting the role of the public sector in the
economy. Tfhe improvement of government finances in 1967 is therefore seen
in the monetary data which show practically no increase in money supply for
that year. In addition tu the reduced reliance of the Government on the
banking system, there was in L967 a anbsolute decline in credit to the non-
government sector. This. was the result of the effort on the part of the
Agricultural Bank to (-Go1Lect a substantial amount of arrears f'rom the
farms.

165. During tne year after tne war, restrictive credit policies were
continued with net claims on the Government increasing substantially less than
the previous year. 1/ Money supply declined in absolute terms for the first
time for many years. Several factors, also discussed elsewhere in this re-
port, indicate that the current year will probably show a more expansionary
credit policy. A provision taken in 1968 has granted personal loans to
government employees up to two months salary. This, in itself' will call for
a credit expansion of rŽ 15-20 million. The results of the first months of
1969 still indicate a very modest increase in total credit, once adjustment
is made for the financing of the cotton season. Available resources in the
country should make such an expansion possible without serious inaflationary
pressures, but obviously the Government should be careful in keeping credit
expansion within reasonable limits.

166. The monetary policy of the UAR is facing a more structural problem
with pervasive effects on the entire economy. Irterest rates for medium
and long-term credit to enterprises, wlhen charged, are of the order of 4
percent. Interest to farmers vary uetween 4 1/' arid 6 percent. 'I'he Mortgage
bank is expected to give loans 'Lt 3 percent 1hile borrowing its funds at 5
percent. Furthermore, these int_rest rates have CL tendency to remain un-
changed regardless of the economic situation of the country and therefore
they fail to perform their role in allocating available resoulrces. A general
increase of interest rates would certainly affect the level of economic
activity and should be implemented with equally important adjustment in the
other cost and price factors which are now controlled by the Government (see,
for example, the problem of excess labor). It is, in other words, one area
of change among many others which are required to separate private and social
costs in the UAR economr.

1/ Budgetary data show net claims on government of FE 53.2 mil:Lion as
against the SE 28.2 million indicated by the monetary survey. The
discrepancy is due to delays in the presentation of the f'inal accounts
of the Government.
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167. Prices remained fairly stable between 1960 and the end of 1964.
This was to a large extent the result of government control over prices.
Prices of most goods are government controlled but at the same time large
amounts of commodities are sold outside the rationing system. Fluctuations
in these prices are not reflected in the indices. Between December 1960 and
December 1962 money supply and GNP increased by 16 and 12 percent, respec-
tively, while the cost of living declined. In those years, however, there
were signs of repressed inflation in the form of shortag!! of consumer goods,
black markets and rapid deterioration in the balance of payments. After
1964 and until the middle of 1966, prices were allowed to increase and this
to a large extent reflected the stabilization measures t.akan by the govern-
ment with the intention of reducing consumption as well as increasing govern-
ment revenues.

168. Over the last two years, prices (1939 = 100) have remained stable
or even declined. During 1967, a fairly unusual development took place:
while the cost of living index declined, the wholesale p:ice index continued
to increase even though less rapidly than in the past. The explanation lies
probably in the coverage of the cost of living index which only reflects the
prices of the rationed quantities of various commodities., A new cost of
living index which reflects the price changes in non-rati.oned commodities,
with base year in 1967, has been introduced - this index shows an increase
of 4 percent between October 1967 and October 1968. The price reductions in
1969 for a series of domestically produced manufactured goods will probably
contribute to a decline in the cost of living index.

Table 5: PRICE INDEXES

(1939 = 100)

Cost of General Incdustrial Products
Month/Year Living Wholesale Foodstuff Materials

December 1962 296 420 403 438
December 1963 302 425 403 448
December 1964 339 453 445 462
December 1965 377 490 499 480
December 1966 394 526 568 485
December 1967 392 553 618 494
October 1967 394 564 641 494
October 1968 386 526 544 508

Prospects

169. In view of the role of the public sector in the UAR the future
growth of the economy will depend to a very large extent on its performance.
Ensuring an adequate increase in public investment is certainly the mnin
long-run target of the government policy. In view of balance of payments
difficulties a substantial effort is needed to mobilize domestic resources
for investment.
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170. 'ihe future level of defense expenditure is one of the most important
factors which may influence investment in the next few years. Unless restraint
is exercised in the further growth of defense expenditures, investment and
thus the growth rate of GDP may not reach reasonable levels. In making
projections for the next five years it is assumed that defense expenditure
will increase at the same rate as other Central Government current expen-
diture.

171. As to non--defense current expenditure, the growth rate of 6.5
percent, i.e. the same as the projected growth rate of GDP, allows for a
faster expansion (8 percent) in social and economic services prorided that
general administrative expenditure be kept around 5 percent. 1/ The UAR
government nas sh;r~'n the ability, under pressure, to maintain wage and
salary increases *within very moderate limits.

172. For tn.; purpv-ises of the projections in this report it has been assum-
ed that current revenue will increase at 8 percent per annum, (an tlasticity
of 1.3 with resxt to the giowtii ,f GDP). The recovery of the industrial
sector and therefore of business taxes is implied in these project.ions. Fur-
thermore, a streagthening of the tax administration which the Government is
now contemplating should also contribute to the expansion in revelnue. The
role of custom duties is likely to decline, even disregarding an: temporary
reduction due to emergency import restrictions. However, such decline should
be offset by increased revenues from domestic indirect taxes. 'I'he introduc-
tion of a turnover tax, presently under study, would in fact represent a very
important step towards the modernization of the tax system.

173. If the above projections were realized, the current account de-
ficit of the central government would decline moderately over the coming
five years. While its elimination should be the eventual target, it would
be very unrealistic to expect such azi achievement unless defense expenditure
is cut down very sharply. By way of' illustration, it may be noted that even
if defense expenditure could be maintained at the 1969 absolute level, the
current account will be balanced only by 1975 - thus adding abLout ̂< 120 mil-
lion to the present projection of puLblic savings for that year. On the other
hand, the already high level of government revenue makes it hard to envisage
a growth rate for revenues substantially faster than the one projected.

174. While the Social Security surplus (expected to ;row at 10 percent
per annum based on historical performance), is a fairly reliable component
of public savings, savings of enterprises are very volatile. In the past,
actual performance has remained very often substantially below budget esti-
mates which is particularly serious in a country where the public sector plays
such a large role.

1/ Particularly in the fields of education and health, future investment
will automatically generate a certain stream of current expenditure.
This correlation should be kept in mind when deciding the level of in-
vestment in these sectors.
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Table 6: PROJECTION OF PUBLIC SECTOR SAVINGS
(bE million)

Fiscal Years 1969 1975

Central Government -132 -123

Current Expenditure 65E 957
of which Defense (279) (396)

Current Revenue 526 834

Social Security 161 283

Local Authorities 23 30

Public Enterprises 30 47

Total 82 237

Public Investment 312 492

Savings as percent of GDP 3.1 6.6

Savings as percent of Public Investment 26.0 48.1

175. The present level of enterprise savings is very low and the main
explanation is the closing of the Suez Canal whose earnings were their larg-
est component in the past. however, should the Canal be reopened, the re-
sulting increase in enterprise savings will probably be offset by the ces-
sation of the Arab aid so that there would be no net increase in available
funds. It is assumed in our projections that enterprise savings will in-
crease at 8 percent per annum or roughly the expected growth rate of the
industrial sector. 1/ Such an increase, in absolute amoimts is very small.
A more favorable development, however, while within reachl, can only depend
on the success of the Government in improving the efficiency of the system.
It is therefore necessary to avoid excessive investment ]?rograms based on
unrealistic expectations of enterprise savings.

VII. INTERNATIONAL TRADE AN1D PAYMENTS

176. Egypt has been having balance of payments deficits continuously
since the Second World War. The origin of the difficulties lies in the
composition of the commodity trade, and in the management; of the balance
of payments.

1/ Figures in table 6 do not include earnings from the Canal.
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177. Products of agricultural origin make up the bulk of exports (about
86 perce:rz. in recent years) and almost one third of imports. Among exports
of agricultural origin, cotton and cotton products are the most important
accounting for about oO percent of total exports. Irn recent years, the
importance of rice has also increased (from 8 percent in 1965 to 16 percent
of total exports in 19683). T'his makes the economy very susceptible to
changes in prices of these cormmodities.

178. Another problem is the organization and management of the foreign
trade sector. Foreign trade was nationalized in 1961 and was entrusted to
public sector companies and organizations. Coordination among them was
not very efficient. Following the June war (in July 1967) somae organiza-
tional changes were made in the fornL of giving greater powers to the Com-
modity Boards, leading to better coordination and more efficient use of
scarce foreign exchange resources. After these changes, there were some
complaints by the industrial enterprises regarding the process of alloca-
tion of foreign exchange and delays in receiving imported goods. The situa-
tion seems to have improved since then. The improvement in the terms of
trade could probably be partly attributable to the increased efficiency of
the system.

179. Another aspect of the mana.gement of the balance of payments is
external debt administration. Borrowing at nard terms and in amounts beyond
the repayment capacity of the country resulted in defaults and arrears
which have accumulated and further aggravated the problem.

Balance of Payments

18o. After having reached a very difficult position in 1966, the Govern-
ment took some measures to improve t,he situation. There were some favorable
developments in 1967: total current receipts increased by 7 percent and the
current payments decreased by 2 percent as compared with the previous year.
As a result, the current accounts deficit declined from fiE 111' million to
i2E 79 million. The main factors in this improvement were a decline in imports
and a rise in earnings from tourism end the Suez Canal.

181. In 1968 the balance of payments situation deteriorated because
of the war. Canal earnings were lost, and, as a result of the loss of Sinai
oilfields, oil exports dropped while imports of petroleum products increased.
In 1968 the current accounts deficit reached bE 155 million. Part of the
loss however (WE 83 million) was compensated in the form of Arab aid. The
combined current accounts and transf'er payments deficit was bE 72 million
in 1968 compared with bE 49 million in 1]967.

Exports

182. Cotton is traditionally the mast important export commodity. A
reduction in acreage in recent years has, however, resulted in a contraction
in the amount exported which was already evident in 1967 (7.6 percent below
1966), and became more important in 1968 (20 percent below 1967). The
composition of raw cotton exports, as shown in Table 68 also has changed
somewhat. As a result of the overall decrease in output - an increasing
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share of total production of extra-long staple cotton has been used by
domestic spinners. For the current fiscal year, 1969, about 20 percent of
domestic consumption (700,000 tons) will be covered by extra-long staple,
mainly Menoufi.

183. Extra-long staple cotton has some special techrnical and economic
characteristics. Despite its characteristics a certain degree of substitu-
tion is possible between extra-long staple cotton and mar. made fibers and other
cottons. Its supply is limited to a small number of courtries among which
the UAR plays a very prominent role (45 percent of world trade). Therefore,
Egypts behavior in the world market will be one of the mcst important factors
determining future conditions.

184. Export prices have reached to a high level, particularly for extra-
long staple, and a decline is, therefore, expected to appear from next year
on. In terms of overall export earnings, however, since a rapid restoration
of historical acreage levels (1.9 million feddans as compared with 1.5 million
feddans in 1969) and an increase in yields is expected, the decline in prices
will be more than offset by the growth in exportable surplus. Total export
earnings are expected to show a steady increase up to 1973.

185. Rice is the second major agricultural export crop of the country.
Eighty percent of the Egrptian rice exported is polished round grain. This
is a variety directly competing with Burmese and Ttalian varieties, the price
of which have recently reached a very high level, due to political and cli-
matic conditions in Asia and to stock-piling in Japan. Tae present price
level cannot be expected to last for long and a sharp decline (5-6 percent
yearly) is projected for the near future. Nevertheless, it is expected that
the exportable surplus of the UAR will grow despite a rise in domestic con-
sumption.

186. The advantageous position Egyptian onions have in the European
market has been the main factor for the growth of exports of onions over
the years. Exports have sharply declined recently due to seed and insect
problems affecting domestic supply. A steady recovery cani be envisaged,
even though prices are unlikely to maintain their recent i.ncrease (70 per-
cent in 1967 over 1966).

187. Other agricultural exports, mostly fruit and othier vegetables,
provide at present less than 5 percent of total UAR export earnings.
Potatoes, peanuts, fruit and citrus are the main products. A growth in
their exports depends on trade barriers and competition in the E.uropean
markets rather than on supply conditions. Although, in the long run, a
moderate reduction in EEC non tariff barriers for some varieties can be
envisaged, competition from excess supply countries is likely to exert a
downward pressure on world market prices and other Mediterranean and African
countries' preferential arrangements with the Common Market may limit the
share which the UAR otherzise might have in the Common Market.

188. Cotton yarns and textiles are still the major item in UAR exports
of semi-manufactures and manufactures. 'The average rate of growth from
1963 to 1967 was about 20 percent per annum. Total exports averaged 1E 44
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million r:om 1966 to 196b and are exuected to leach about SE 55 million or
20 percent of exports in the .:urrent fiscal year. New varieties are enter
inlg CzIe picture, mainly finer fizish-ed olotning, and the Government believes
that 6ne export target of AE 7G million fOir yarns and textiles will be
achieved even before 1975. Thizs is a reasonable expectation, especially
ta.Sing into account the change in thi -omposition of this category, namely
the increasing relative importar.r. if oetter quality finished goods enjoyinig
higher unit prices. Therefore.. '-com 1966/68 (average) to 1975, the overall
rate of increase may be about oO percent (7 percent per annum cormpounded).
Despite this expected expansion and the export growth potential of the
sector, the marketing of cotton yarns and textiles is encountering diffi-
culties which deserve special attention. 'i'hey are related to (a) access to
convertible currency markets and (b) use of high priced cotton as raw
material.

189. A provisional member of GATT, the UAR has been participating as
a Group II (developing, exporting) ccuntry in the Cotton Textile Long Term
Arrangement (LTA) since 1962. During Round VI of GATT Commercial aegotia-
tions, the UAR subscribed to the 3-year extension of the arrangement and
concluded, mainly within the framework of LTA, commercial agreements with
importing countries providing principally for expanded access to their mar-
kets. Despite the allocation of assured quotas in some markets, and their
yearly expansion, the LTA has worked unsatisfactorily for the UAR. Actuallly
Lgyptian exports to LTA Group I (developed, importing) countries have dimin-
ished both in absolute value and in percentage since the Arrangement came
into force, as shown by the following table:

'iable 1
(hE million)

Cotton Yarn Exports %_)tton Cloth Exports %
Year LTA Countries Total Export LTA LTA k':untries Total Export LTA

62/63 10.0 21.0 48 5.0 1i4.1 36

63/64 12.0 32.2 37 6.1 1'5.2 40

64/65 12.2 35.2 35 4.5 1!5.8 28

65/66 9.7 37.9 26 1.9 1:L.9 17

66/67 7.4 43.0 17 2.7 17.5 15

Source: UAR, The Textile Consolidation Fund.

Note: A difference in total value from official customs data, lies in
the fact that the Textile Consolidation Fund data are based on
contracts rather than on actual exports and that they include
also small amounts of silk yarn and products.
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190. The market for Egyptian yarn and textiles is 'Limited not only by
market barriers in the importing countries but also by -he high cost of the
relatively high quality of cotton used in Egyptian text:Lle milles as compared
with similar mills in other countries. This cost differ-ence is particularly
relevant for cotton yarn, where cotton costs represent about 60 percent of
the total, out substantial also for cotton textiles. Subsidies to overcome
this disadvantage are paid to exporters to convertible currency countries
(about 40 percent of total exports) through the Textile Consolidation Fund,
a marketing and technical agency established in 1953. The Fund obtains re-
sources by withholding a portion of the taxes collected on sales of cotton
and through direct Government appropriations made to the Fund when its own
resources cannot meet the refund requirements. rThe following table sum-
marizes the refunding operations in the recent years:

Table 2

Fiscal
Subsidies resources

Exports of Yarn Exports of Cloth Total Paid to of the
Thousand Mil. Thousand iluil. Thousand Mil. Exporters Fund

Years Tons E Tons iE Tons LE Mil. LE % Mil. LE

1964/65 35.2 25.1 16.3 12.2 51.5 37.3 4.5 12.2 3.0

1965/66 37.9 29.0 12.3 10.8 50.2 39.9 4.1 10.2 3.2

1966/67 43.0 32.8 18.3 15.3 61.3 48.1 5.6 11.7 3.1

196T/68 42.3 33.0 24.3 18.8 66.6 51.8 8.4 16.1 3.2

Source: The Textile Consolidation Fund

iIote: see Table 1

The increasing use of extra long staple varieties, mainl; Menoufi, by domes-
tic mills bears a direct relation with the increase in refunds.

191. Fuel and mining exports will be of increasing importance in the
near future for the UAR balance of trade. The petroleum balance of payments
is expected to record a continuous surplus from 1971 onward. The balance is
expected to reach about LE 58 million in 1975, whereas the deficit which was
about LE 12 million before the war, reached LE 21 million in 1968. In the
last three years, (1966-1968), exports of natural calciwi phosphate averaged
only FE 2 million and those of cement iE 2.5 million. Phosphate exports are
expected to nearly double by 1975. Also salt and mranganese exports may be
expected to resume when Sinai is returned to 'JAE control and conditions are
normalized along the Canal.

192. Non-traditional mwanufactures also offer good prsospects for increased
futture foreign exchange earnings. They include such itenis as furniture, drugs,
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refrigerators and leather articles. Tne export target for this group for
1968/69 is about WE 440 million, of vhich processed food is 4iE 12 million,
chemical in(dustries bE 2.8 million, engineering industries bE 3 million,
metallurgical industries bE 2 millico, building and construction materials
b. 5-6 million and private sector mantufactures 1.E 10 million. T''his compares
with the previous years' exports of I,E 25 million. This target looks reason-
able in the light of the new Bilateral Agreements.

193. The growth in industrial exports is, however, reflected in an in-
crease of Government appropriations for export subsidies as well as refunds
for cotton yarns and textiles. Appropriz.-.ions for the industrial sector
budgets for the subsidies in the fiscal year 1969 total bE 12.9 million,
nearly half of which is allocated to spinning and weaving, and the remainder
mostly to metallurgical products anc[ building and ceramic materials. Subsidies
amount to about 12 percent of total exports of manufactures and semi-manu-
factures by the public sector. A better assessment of their impact could be
made by taking into consideration that they are granted mostly for exports
to the convertible currency countries. About 65 percent of exports of manu-
factures and semi-manufactures go to bilateral-agreement countries. It means
that export subsidies to convertible currency countries amount to about 30
percent of the value of exports of su7bsidised commodities to thliese countries.
Subsidies to foodstuffs are about 20 percent of total expected exports; to
spinning and weaving about 10 percent; (plus about 6 percent in the form of
tax rebates); minerals about 20 percent, and engineering products about 14
percent. The amount of Government pq)propriations for export subsidies of me-
tallurgical industries is about 40 percent higher than the total value of ex-
pected exports for this category indi.cating the extent to which these indus-
tries need assistance to export to the convertible currency areas.

194. The composition of UAR exports is likely to show significant
changes in the not too distant future. Cotton and rice will 'Lose their
predominance, whereas oil, petroleun products, chemicals and :Light manufac-
tures will have a greater importance. By 1975, oil and petroleum products
are projected to comprise 16.6 percent of total exports as compared with
only 2.6 percent in 1968. The semi--finished and finished goods, excluding
textiles, are projected to account for about 20 percent, as compared to 10
percent in 1968. On the other hand, raw cotton and cotton yarns and textiles
are expected to decline to about 50 percent of the total as compared to 66
percent at present.

Imports

195. Imports are strictly controlled. Since the nationalization of
the import trade in 1961, several attempts nave been made to rationalize
the system of import control. After the reorganization of the foreign trade
sector in 1967, it was decided to centraliZe the purchase of all similar
imports in order to standardize the :requirements and strengthen the bargain-
ing position of the importing organizations. This exercise created many
delays and difficulties and as a result rules were somewhat relaxed. Con-
tinuous shortages led many companies to build up unnecessarily large stocks
of spare parts. A study carried ou. by the Government of the causes of
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unused industrial capacity in 1965 and 1966) nas shown that the most signif-
icant factors were the shortage of imported raw materials and spare parts
despite the fact that imports in 1966 had reached the highest level in the
country's history.

196. Rigid controls caused a sharp decline in imports (25 percent from
1966 to 1968). The most important group of imports which was drastically
hit by this was investment goods (35 percent). The only group which was not
affected by the curtailment was foodstuffs. Decline in imports orought about
in this way resulted in a significant change in the complosition of imports.
The share of foodstuffs increased from 24 percent in l196 to 37 percent in
1968.

197. It is difficult to expect further declines in imports. As invest-
ment increases and measures for fuller utilization of existing industrial
capacity start to yield some results, imports will start increasing. In
fact, increased imports of raw materials and spare parts is one of the pre-
conditions for a better utilization of existing capacity.

Invisibles

198. Until 1968, the UAR always had a positive, albeit fluctuating,
balance on invisibles. The average of net balances in the preceding five
years was TE 57 million, main contributors being the Canal and tourism.
In 1968 net invisibles showed a deficit of bE 21 million, and increases in
tourist earnings in the current year are not likely to restore the surplus
in this account. Political conditons permitting, there is a great potential
for tourism but it is difficult at this stage to predict the future trends
of earnings from the Canal. M4uch may depend on when it is reopened. Oil
traffic is in any case expected to decline in importance due to the shift
to very large tankers, but the Government hopes to recoup at least part of
the lost revenues through transit charges for use of the Suez-Alexandria
pipeline, construction of which is scheduled for completion in 1970. It has
been assumed for the purposes of the report that the combined revenues will
be at the level of earnings of the Canal in 1967.

The Terms of Trade

199. The terms of trade indices of the UAR have shown a continuous
improvement since 1963. With 1963 taken as the base year, the net rate was
131 in 1967; this was a result of developments in the unit prices of both
exports and imports. In 1967 export price indexes was 117, while the import
price index was 89. On the export side, the favorable prices for cotton and
rice, and on the import side declines in the prices of foodstuffs, helped to
achieve this favorable situation. In 1968 and 1969 the favorable developments
are likely to continue. In addition to a continuation of the price trends the
improved payments procedures of at tne Government are li]cely to help. But in
the longer run expected declines in the cotton and rice prices may change
this situation.

200. The developments of the terms of trade in the Dilateral trade area
is of some interest. A study of the UAR's commodity tradle with the socialist
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countries of Eastern Hurope suggests that this was even more favcrable.
Average prices of a substantidl proportion of commodity imports from these
countries were 5 to fd percent lower than those of imports front o-ther sources
in the early 1960's. It is not known, however, whether and tc, vinat extent
this benefit was offset by higher prices of imports of complete e4uipment
and plants into the UAR.

Direction of Trade

201. The regional. pattern of trade has changed markedly since tile earlyr
1960's. Western Europe has been replaced by Eastern Europe Us tihe main trad-
ing partner of the UAR. Eastern EurDpe absorbed about 50 jercent of export1,
in 1966 and 1967. This declined to 42.4 percent in 1968. (The average share
during the first five year plan was 43.5 percent). More significant 1was the
Jump in imports from the East. 'The ,<verage of the first five-year plan period
was 21 percent increasing to 30 perclnt in 1967 wad 41 percent in 1966. Im--
ports from Western Europe howev-er re'nained at about the same lt% el (about 30
percent of total). The UAR trade deficit w,th Western Europe aiIthough fluc--
tuating has always ueer. above *E 50 million and in 1966 reacnec imore than bE
100 million.

202. The UAR has been run-ning a dericit wit4i 'ne other Arab countries f'or
many years and only in 1968 achieved a surpl,-s. The Jeficit was caused mainly
by imports of raw material (oil), faS.s and some durable commodities. 'I'he main
export products are cotton, rice, cement and textiles. The surplus in 1968
was caused by expansion of exports of "non-traditional" manufaictures and
semi-manufactures. Despite the posi.:ive balance recorded by the trade sta-
tistics, the clearing and payment agreement accounts still sholw a, negative
balance totalling about iE 22 millioni as of December 1968.

203. The surplus with Eastern Europe was continuous up through 1968.
Nevertheless, the trade statistics seem to understate imports, since the bi-
lateral clearing and payment agreements accounts indicate a net deficit total-
ling about LE 44 million (USSR biE 33 million) as of December 1968. The avail-
ability of markets in eastern Europe has clearly been most beneficial for the
UAR. In the early sixties, in accordance with the decline of cotton demand
in Western Europe, exports to the Eastern European countries expanded. In
more recent years, together with the growth in cotton demand from Western
Europe the UAR is shifting cotton exports back to the convertible currency
markets and expanding exports of indutstrial commodities to the bilateral
agreement countries. The EFastern European countries take about 65 percent
of Egyptian exports of manufactures and semi-manufactures and 80 percent of
exports of the so-called '?non-traditional' goods.

204. The increased share of the Eastern European countries may be attrib-
uted to two main factors. One is the un-availability of credits from the
Western world. The second factor is EL characteristic of bilateral trade:
the more exports are tied to bilateral trade, the less is left for trade in
hard currency areas. This has a spirael effect in the absence of additional
funds from hard currency areas.
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205. This increase in the importance of trade under bilateral agreements
may have some undesirable effects in the long run on the cost and quality of
production and the marketing ability in the West.

Commercial Policy

206. In view of the existing balance of payments difficulties, an
effective trade policy is essential in solving some of the long-run problems.
An aggressive trade policy for finished and semi-finished products could
contribute significantly to removing the excess capacity problems affecting
numerous branches of Egyptian industry and also in fostering the development
of new competitive lines of production.

207. Trade arrangements with the Lastern European countries are mainly
yearly arrangements, often negotiated, however, within the framework of long-
er range 4-5 year commercial treaties. In the latest agreements with USSR,
Poland, Czechoslovakia, Hungary, Bulgaria and Rumania, the UAR has been
successful in including several -'non-traditional" export commodities, such
as refrigerators, furniture, leather goods, drugs and licuors, in exchange
for raw materials (e.g. tobacco, coal) and equipment and spare parts. The
opening up of trade for "non-traditional" goods, even if through bilateral
arrangements and not in a multilateral framework, has not, only a meaning in
purely commercial terms but is also a convenient way to start new industrial
concerns to improve the quality of output, enlarge the size to permit economies
of scale which may make them competitive - in the longer run - also in the
convertible currency markets. In fact, the stated policy consists in the use
of bilateral agreements for new export manufactures in order to be able, eventu-
ally, to ship these very goods to Western European countries. As for agri-
cultural commodities, the basic commercial policy of selling as large a
proportion as possible of the commodities in greatest demand, namely cotton
and rice, to the convertible currency countries has been working to the ad-
vantage of the UAR.

208. Whereas an effective commercial policy toward the bilateral agree-
ment countries has been successfully realized for a few years, trade rela-
tions with convertible currency countries are still at a much more fluid
stage and no clear cut policy seems to have been defined other than to
maximize agricultural exports.

209. The UAR has been a provisional member of GATT since 1962 and
expects to obtain full accession to the General Agreement soon. Due to the
provisional character of her membership, her participaticn in -the Kennedy Round
of tariff negotiations has been only marginal. A fuller participation might
have brought about some important advantages, not only in terms of concessions
to be asked for some items of export interest, but also in terms of a thorough
examination, within GATT, of UAR's tariff policy. The UAR has since 1962 been
a member of the GATT Long Term Arrangement on Cotton Textiles, which was
extended during the Kennedy Round to September 1970.

210. Policy toward the European Economic Community is still far from
defined, although the need for such a policy is clearly recognized. The
increasing manufacturing capability and also the hope of increasing exports



- 51, -

of fruits and vegetables which are affected by strict Community regulations,
give importance to this relationship.

211. In trade relations with the other Arab countries, bilateral agree-
ments (e.g. the Treaty with Iraq) havLe proved to be more effective than the
partial liberalization attempted within the Arab Common Market. The main
reasons for the modest accomplishments obtained through this scheme of regional
integration lie both in the method chosen for trade liberalization (product,
lists rather than across the board cuts) and in the lack of backing by a
full-fledged payments arrangement, the Arab Payment Union beinLg only in a
preliminary stage of formation.

212. An interesting attempt to establish commercial cooperation, mainly
in the industrial field, has been tr:Led with the Tripartite Agreement with
India and Yugoslavia, which came into effect from April 1, 1968. This is
formally a preferential agreement aoiong developing countries, under Part IVF of
Gatt. Its very large product coverage, its open character and the depth oi
tariff cuts, however make it very simrilar to an imperfect free trade area of
the traditional type.

213. Some moves towards import liberalization are being made slowly.
Foreign exchange accounts for non-residents were recently permitted. A
freer import policy for the private sector, which supplies the bulk of the
so-called non-traditional export goods, is being considered; this would
simplify the complex machinery of foreign trade and exchange administration,
at least as far as the private sector is concerned. Tariff policy as such
is also under review; duties on some items, recently increased, will probably
be reduced to below their original :Level to be used as a revenuet instrument.
A more compact tariff structure would be a natural and necessary outcome of
the establishment of a common externail tariff for the Arab Common Market.

Capital Inflows and External Indebtedness

214. In recent years, capital flows from Western sources to the UAR
has been limited to suppliers credi-ts and some short term banking credits.
This has increased the UAR's reliance on Eastern Europe. Servicing diffi-
culties came to a point where the U,OR started to accumulate arrears both in
short term bank credits and suppliers' credits and failed to make payments
on some governmental debts. Rescheiuling arrangements were reached in the
second half of 1966 in connection with the banking credits. Repayments on
these arrears are being made on schedule. After the bank credits, certain
rescheduling agreements were reached in the field of suppliers credits. As
discussed in Chapter II, starting in December 1966, Egypt also started to
accumulate arrears in her repurchases from the IPfF, 'but repaid these at the
beginning of 1968.

215. By the end of 1968 the UAR government had reached rescheduling
arrangements with France, Italy, Germany, Sweden and the Netherlands. Later
in 1969 agreements were reached with Mexico, Japan and the U.K. Outstanding
arrears were about SE 60 million as of December 31, 1968.
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216. In all the rescheduling arrangements, the UAR has tried to establish
a situation which avoided a net capital outflow from the country by having
the creditors agree to provide new credit facilities. As these new credit
facilities are mostly in suppliers' credits terms they merely provide a short
respite from the burden of debt service.

217. Total outstanding debt of the UAR amounted to ibout US$ 1.9 bil-
lion as of December 31, 1968. In 1969 debt service payments are expected to
absorb about 18.5 percent of foreign exchange earnings (counting the Arab as-
sistance in compensation of losses from the Suez Canal as a part of earnings).
The debt profile indicates the hardness of terms on which the UAR has oeen
receiving external capital. By the end of 1975 Egypt will have to repay 74
percent of its existing debt (83 percent for western countries and 35 percent
for Eastern Europe and China).

VIII. FUTURE PROSPECTS

Issues and Prospects

218. In the preceding chapters of this report an attempt has been
made to identify the weaknesses and potentialities of the Egyptian economy
in relation to its natural resources, and institutional arrangements. The
report also describes recent developments having a bearing on future prospects
and attempts to identify desirable policy directions in the different sectors of
the economy. The present difficulties however are not limited to problems of
structural or institutional nature. These are aggravated by the accumulated
remnants of past policies (e.g. external debt) and envircnmental factors
(political conditions in the area).

219. Future developments will be determined by both external and internal
factors. Improving political conditions in the area, anc opening up of aid
channels from the West will certainly help, but internally there is the need
to take steps to deal with many major problems to initiate healthy development.
The absence of a long term' plan, for the time being, limits the possibility
of evaluating the intentions of the authorities to take tasic decisions and
introduce necessary policies. But much has been done to identify the problems
and their causes.

220. Present policies are largely conditioned by the situation con-
cerning the Canal, the balance of payments problem and defense expenditures.
In 1967 the Canal was earning iE 95 nil-lion in foreign exchange, which was
about 22 percent of all foreign exchange earnings. The aid which Egypt is
now receiving from Saudi Arabi, Libya and Kuwait almost fully compensates for
the loss of these earnings from the Canal at the 1967 level and for other war
danage (refineries, a fertilizer factory at Suez etc.) so that at the moment
the economy is not affected by the closure of the Canal. Another important
problem with respect to the balance of payments is whether aid from the West
will be resumed. This is primarily a political matter siace it requires first
of all an improvement in relations with the major western donor countries.
Economically it requires a demonstration of intent to taka appropriate steps
to deal with the short-term balance of payments problem.
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221. In the longer run one of Egypt's most important problems of overall
economic policy is to raise the level of internal savings sufficiently to
permit the execution of an adequate development -program. In practice, the
decisive element in this respect will probably be the level of defense expend-
iture since taxation is already relatively high.

222. Since Egypt's external debt is high, it is important that the
volume of foreign exchange earnings should increase in order to provide
a base for at least some further external borrowing. Here a great deal
will depend upon controlling the level of internal consumption. Egypt has
an export-oriented economy, producing cotton, rice and other exoortable
agricultural products as well as petroleum. Sharp declines are (expected
in the international prices of cotton and rice in the coming years. Sigviif-
icant increases in the quantities exported will be necessary to keep the
present level of foreign exchange earnings. Exports of manufactured goods
have increased recently. There are also very good prospects for oil. The
tourism sector is another foreign exchange earner with considerable further
potential. Political conditibi-s pertnitting, the increase in the UAR tourist
earnings should at least reacn the world trends (12 percent per annum). All
considered, if the political situation in the Middle East is put on one side,
earnings from these various source; should increase over the next five years
at a satisfactory rate, for example by almost 6 percent per year.

223. If in the longer run the shortage of foreign exchange can be eased,
this would permit a liberalization of imports and some relaxation of the
price and physical controls over the internal economy. It would then become
possible to correct the disparities in the price system and tc, take mea-
sures to increase the autonomv and efficiency of economic enterprises.

224. Sector priorities will be established in the five-year development
plan under preparation. The determination of priorities will be limited by
ongoing investment. As mentioned above investment declined in the last two
years. In addition to overall cuts, there has been a tendency to neglect
investment in transport with the result that some bottlenecks have occurred.
Also modernization of some industries, most notably textiles, has been ne-
glected. Investment in import-substituting industries has proceeded too fast
with the result that many of them have been operating below capacity. T'his
has been aggravated during the last two years by the slackening of internal
demand and the shortage of foreign exchange for raw materials and intermediate
goods.

225. Respecting the future allocation of investment, the present think--
ing of the authorities is to allocate roughly 30 percent to industry, and 25
percent to agriculture. Possible future investments in agriculture may be
grouped in three major categories: (a) agricultural technology lb) improved
drainage of land already in production and (c) bringing unused land into
production.

226. Upgrading of technology, in a(&dition to increasing mecnanization,
will involve basically an increase in development expenditures for fertili-
zation, plant protection, plant variety improvement, improvement of storage
conditions and credit. These will not require a very substantia:L portion of
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investments in agriculture, but the benefits would probably be very substantial.
Drainage is a very high-yielding activity. There are further large-scale
drainage possibilitieE in the country which should be given high priority.
Although the net economic benefits are somewhat lower, bringing unused land
into production (reclamation) will continue because Aswan waters are avail-
able for this purpose. Areas to be reclaimed will not be used for cotton
cultivation and will help in diversifying agricultural exports and in reduc-
ing the import demand for foodstuffs.

227. In the long-run the natural limits to agricultural expansion will
force the UAR Government to concentrate increasingly on industry. In this
sector a significant portion of available capital has al:ready been earmarked
for the construction of the steel mill and complementary facilities at Helwan.
The estimated cost of this investment is 1iE 350 million; this would absorb
about 14 percent of total projected investment in the ne:ct five years. Its
share of industrial investment will be much greater. Tnere are many un-
solved problems at this stage, such as the cost of production of steel, the
export possibilities and the location of the project in iriew of possible
markets (M1iddle East and Africa) and the project is being given further ex-
amination. Areas which should have a priority in industry, without ranking,
are phosphates extraction, fertilizer production, chemicaLls and other eco-
nomically attractive industries consuming available electrical energy, and
production of non-traditional export goods (food, leather goods, furniture,
etc.).

228. In the transportation sector, the new pipeline, track renewals
of the railways, and a new railway from the phosphates deposits found
recently in the western desert (if they prove to be as rich as is expected)
will have priority. There may also be some high yielding projects in inland
transportation, highways and urban transportation (Cairo).

229. In the services sector, the top priority seems to be in the field
of tourism. Technical education should also be treated as a priority sector
in the light of the acute shortage of middle-level technical personnel.

Projections

230. To present the future prospects in more quantitative terms a set
of projections has been made. It needs to be emphasized again that -the un-
certainties are of such a scale that these projections should be treated
mainly as illustrative of likely developments within the limitation of the
assumptions made for this purpose. The following table gives the result of
these projections in a summary form.
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Table: ILLUSTRATIVE PROJECTIONS
(LE million)

Fiscal years 1970 1971 1972 1973 1974 1975

GDP 2790 29'73 3165 3370 3590 3820

Investment 370 4hoo 430 470 505' 545

Foreign Exchange
Earnings 492 542 558 583 599 636

Imports of Goods
& Services 517 562 586 618 650 684

Resource Gap 25 20 28 35 51 48

Total Interest
Payments 1/ 35.8 32.9 36.5 38.0 39.7 4i.4

National Savings 309.2 347.1 365.5 397.0 41.4.13 455.6

Total Service
Payments 1/ 142.3 127.3 141.6 143.1 147.6 146.4

Total Capital
Requirements 1/ 167.3 147.3 169.6 178.1 189.: 1994.4

Debt Service Ratio 1/ 28.9 23,.5 25.4 24.5 24.D 23.0

1/ In these projections global debt tables as of December 31, 1968, prepared
by the UAR Government were used. Debt tables in the Annex (Tables 72 and 73)
give a lower total outstanding debt, and lower service figures, but these do
not change the basic conclusions. Service figures include service on future
borrowings as well as service on existing debt.

The main conclusions that may be drawn from this exercise are the following.

(1) The UAR could realize a ̂ .rowth rate of o.5 percent per annum
in the period. Even a hiInher growth rate would be feasible were
it not for the limitat- oiIs imposed by the possible levels of
internal savings and the availability of external capital. It
should be mentioned, however, that the level of investment will
be affected by the level of military expenditure which is now
nearly as much (i.e. a ratio of 5:6) as total investment for non-
mi:litary purposes. Projected total investment oaver the period
l)70'-1975 is IE 2.720 miLlion, increasing from -,V 330 million in
l96(9 to F. 585 million in 1975 (8 percer. per -nturi..
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(2) Conservative projections for increases in foreign exchange earnings
(5.9 percent per annum) and expected increases in imports (6.2
percent per annum, estimated as a function of investment expen-
ditures, GDP growth and population growth) give a resource gap of
TE 207 million. Even though the resource gap i3 rather low, the
gross requirements (taking into account service on existing debt,
new capital inflow and additional borrowing requzired to service
these) are in the order of bE 1,046 million in ;he period (about
bE 174 million a year). In reaching these amowuts, it has been
assumed that lending from Western sources will be equal to
existing debt service to these countries and the additonal debt
service that will result from the borrowing necessary to service
the new debt. Only ±Et 20 million per year of soft lending is in-
cluded; the rest is assumed to be borrowed on terms of suppliers'
credits.

231. The total outstanding external debt of the UAR amounted to about
US$ 1.9 billion as of December 31, 1968. Service payments on this debt con-
stitute about 18.5 percent of foreign excliange earnings (including earnings
from the Suez Canal at the 1968 level or an equivalent amount of Arab assist-
ance), but they will increase to about 29 percent in 1970. In the following
years debt service payments including provision for new loans are projected
to fluctuate around 24 percent of foreign exchange earnings until 1975. The
specific foreign exchange problem of the UAR is more a result of the terms of
availability of aid rather than the absolute amount of indebtedness. By the
end of 1975 the UAR has to repay 74 percent of its existing debt (83 percent
of debts to western countries and 35 percent of debts to Eastern Europe and
China).

232. A longer run solution of the external debt situation will depend
largely on the availability and the terms of external aid. The export pro-
jections are based on conservative assumptions and should cotton and rice
prices not decline as sharply as projected, the debt service ratios may be
lower. A debt consolidation operation might help significantly but would be
dependent upon the creditor countries being willing to negotiate significant
long term financing.

233. In view of the weak balance of payments position, the lJAR should
aim to borrow, on average, on concessional terms. Even if it could borrow
readily on such terms, major changes in economic policy would be necessary
to bring about a radical improvement in the balance of payments, which is
greatly needed if the UAR is to be in a position to plan the development of
the economy free from the persistent problems of foreign exchange shortage.
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AANEX

tSSUMPTIONS USEID ri PROJECTIONS

1. T'hte Statistical Problem

Like mlany other countries the UAR suffers from a lack cf satisfactory
set of statistics necessary for analyses and decision making. Problems
appear in the form of the existence of several series on the same subject
which cannot be easily reconciled with each other., or in delays in produc-
ing some series which are more valuable if availah.le quickly. 1A4ajor prob-
lems exist in the areas of national accounts, employinent statistics and the
foreign trade and balance of payments statistics.

Series on national accounts are discontinurous. Series covering receni-.
years start from fiscal year 1965 and they are oroduced with some delay.
Despite efforts by the mission it has not been possible wo reconcile these
series with the earlier ones.

Definitions used in employment statistics are not clear, different
series giving very different imemployment fi7ures.

There are four series pertaining to the balance of payments data (cus-
toms data, central Bank data, series used in the national accounts estimates
and the foreign exchange budget prepared by the Ministry of }conomy and
Foreign Trade) which are very difficult to reconcile with each o-ther.

In evaluating the projections made the data limitations should also be
taken into account.

2. GDP and Investments

Tne GDP growth rate (6.5,o) is based on growth potential of individual
sectors in the light of past performances and the availability of investible
funds. In the projection of investment (Annual Growth Rate 8%) the inten-
tions of the UAR Government and the availability of resources are taken into
account. These investments will be higher or lower depending on the future
levels of defense expenditures which are equal to about 5/6 of investment
expenditures. In this exercise defense expenditures are projected to in-
crease at the same rate as current expenditures of the Central Government
(6.5% in the period). The implicit capital output ratio is 2:1 which is
considered feasible in view of (1) possibilities of quick yielding invest-
ments complementary to the High Dam; (2) expected increases in oil output;
and (3) excess capacity in industry -which on the average is about 1/3.

3. Imports

These are projected as a function of investments for investment goods
(27%) and as a function of populaticin (2.8%) for conswaer goods, and GDP (7T)
for intermediate goods after an initial stepping up in 1971.
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4. Foreign Exchange Earnings

a) Commodity Exports

(i) Cotton - The availability of exportable surAlus is estimated
in relation to the expected increase in land under cultivation
and in yield and to the expected increase in domestic spin-
ning. The expected price levels in the worLd markets are
used to obtain the value of exports. A 20% decrease over
1969 is assumed for 1975 (3% yearly decrease).

(ii) Bice - The availability of exportable surplus is estimated in
relation to the increase in land under cultivation and in
yield (2.9 - 3 million tons total productioni as for 1975)
and to the expected rise in domestic consumption, assuming
unchanged the rate of population growth. The expected price
levels in the world markets are used to obtain the value of
exports. A 26%7 decline in prices for polishled rice is assumed
for 1975 over 1969 level (4%v yearly compoun(ded). In the first
years (1970-1971) the decrease will be sharper, averaging
5.5%.

(iii) Onions - The availability of exportable surplus is estimated
in relation to an expected recovery over the low level of pro-
duction reported in recent years because of seeds and insect
problems. T'he 1965 level is expected to be reached in 1973.
Afterwards, a 3.5% yearly increase is assumed up to a total
available surplus of 200 thousand tons. Prices are expected
to report a 15% decrease in 1975 over the present level (2.5%
compounded yearly decrease).

(iv) Fuel - Projections have been provided by the General Organi-
zation for Petroleum. These projections are based, for crude,
on proven reserves, actual exports of crude may turn out to
be hiigher. For petroleum products, the protections are
based on the expected increase in refining capacity; a one-
year delay in expansion of plants may occur.

(v) Cotton yarn and textiles - Increases in quar.tity and in prices
for cotton yarns are based on the nistorical trend. Elowever,
the reaching of a maximum price for yarn, iE assumed from i'971
onward. After a very rapid increase, in 19E9, in the quantity
of cotton textiles exported, the subsequent increase is assumed
to be based on the historical trend. Cotton textile prices are
assumed to increase by 17i in 1969 over 1960 such as to reach
the 1966 unit level. Afterwards, up to 1971, they are assumed
to attain an overall increase of 14% (about 4.7% yearly) due to
the improvement in quality anid, mainly, to the change in item
composition.
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(vi) F_iosnhate - Export projections are based on production pro-
jections by the GCeneral )rganization for Mining and Geoloicai
Research, taking into ar sount the expected increase in domestie
uses. The production projections are based on proven reserves.

(vii) Other finished and semni-finished commodities - This cate_~i,y-
includes also so-called "non Traditional goods whose exp;t
growth rate has been very high (20-25%) in the last two
years. For the category as a whole, covering in 1968 about
10%,o of total UAR export earnings, a 15% increase in export
earnings is assumed.

(viii) Other agricultural products - This category, including mainly
fruits and vegetables and covering, in 1968, 5% of total UAR
export earnings is treatea as a residual. Its rate of growth
in export earnings is azieumed to be the same as the rest of
UAR exDort commodities Jointly considered.

b) Invisible Earnings

(i) Suez Canal: earnings same as 1967 level either because it
remains closed and Aratb assistance continues or the Suez Canal
and the new pipeline provide same level of earnings.

(ii) Travel and others: it is assumed that it will reach pre-war
level in 1971 and continue to irncrease afterwards at the same
level as world tourism l 12i per annum).

(iii) Other invisibles: assuamed to reach pre-war level in 1970 and
to increase 5.9'e per annum afterwards.

5. Net Capital Requirements

Found as the difference beLween imports of goods and services and foreign
exchange earnings.

o. Gross Capital Requirements

It is assumed that the UAR will 'orrow from the West amounts equal to
its present debt service to the West (LT' 20 million a year soft loans, 1%
interest 10 years grace 40 years term to maturity, the rest in suppliers cre--
dits terms 6% interest, 2 years grace 8 years term to maturity). The rest (new
net requirements plus service to Eastern European countries) is assumed to
be borrowed at 2.5% interest 5 years grace and 15 years term to maturity. It
is also assumed that additional borrowing to service these new loans will come
from the same sources. A rescheduling operation is assumed for arrears. Ac--
cording to this, arrears will ue paid in five years starting in 1'369/70 with
an interest rate of 6%o.

7. Public Sector Investment

Same growth pattern as for total investment.
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8. Central Government

a) Current revenue - increasing at 8%o.

b) Current expenditure - increasing at 6.5%, or the growth rate of
GDP.

9. Public Sector Savings

a) Social Security - increasing at 10 percent, based on historical
trends.

b) Local Authorities - increasing at 5 percent.

c) Public Enterprises - increasing at 8 percent, or the growth rate
of industry.

10. Military Expenditure - increasing at 6.5%; the same as total current
expenditure of the Central Government.

11. Educational Expenditure - increasing at 8 percent.

12. Tax Revenue - increasing at 8 percent.
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Table 1 : PRODUCTION

(Current Prices)

(LE m:-ilion)

Sectors 1964/65 1965/66 1966/67

Agriculture 822.8 884.o 928.9
Industry and Mining 1623.6 1769.? 1835.2
Construction 181.2 197.8 188.1
Electricity 39.1 41.9 43.5

Total Productive Sectors 2666.7 2892.9 2996.4

Transportation, Communication
and Storage 23407 260.5 270.5
Commerce and Finance 231.9 254.7 273.0

Total Distribution Sectors 466.6 515.2 543.5

Housing 78.9 80.? 83.3
Public Utilities 14.9 16.2 16.6
Services 696,4 701.8 735.1

Total Service Sectors 730.2 798.2 8351.0

Total of all Sectors 3863.5 4202.4 4374.9

Adjustment of the Value of
Production /1 12.4 14.4 14.4

GRAND TOTAL 3875.9 4220.7 4389.3

/1 Correction is made by including an adjustment of subsid:Les minus excise taxes.

Source: The Ministry of Planning



Table 2 : PRODUCTION

(Constant Prices of 1964/65)

(fi million)

Sectors 1964/65 1965/66 1966/67

Agriculture 822.8 851.5 839.8
Industry and WMing 16'23.6 1716.2 1716.9
Construction 131.2 197.8 183.1
Electricity 49.1 41.9

Total Productive Sectors 26_6.7 ?807.4 2783.?

Transportation, Communication
and Storage 23?47 257.2 264.2
Commerce and Finance 2312 947.5 25909

Total Distribution Sectors 4S6.6 SOh.7 52401

Housing 78.9 802? 8302
Public Utilities 14.9 16.o 16.4
Services 636.4 683.9 699.3

Total Service Sectors 730.2 780,1 798.9

Total of all Sectors 3863.5 4092 o2 4106.2

Adjustment of the Value of
Production /1 12.4 14.4 14.4

GRAND TOTAL 3875.9 4106.6 4120.6

/1 Correction is made by including an adjustment of subsidies minus excise taxes.

Source: The Ministry of Planning



Table 3 : GROSS DOMESTIC PRODUCT

(At Factor Cost at Current Prices)

(LE million)

Sector 1964/65 1965/66 1966/67

Agriculture 582.1 608.5 611.0
Industry and Mining 423.4 461.1 )!77-4
Construction 92.6 94.9 94.3
Electricity 24.2 24.3 25.2

T.otal Productive Services 1121.3 1188.8 1907.9

Tr anspsortation, Coimwuication
and Storage 176oO 196.6 904.8
Commlerce and Finance 168.0 181.5 195.9

Total Distribution Sectors 344.0 378.1 400.7

Ilousing 74.9 76.1 79.0
Public Utilities 8.2 9.2 9.4
Services 414.2 457.5 482.1

Total Service Sectors 497.3 542.8 570.5

Total of all Sectors 1962.6 2109.7 2179.1

Adjustment of the value of
Production /1 12.4 1404 14.4

GRAND TOTAL 197T;.0 2124.1 2193.5

/1 Correction is made by including an adjus-tment of subsi(Lies minus excise taxes.

Source! The MLiinistry of Planning



rablo 4. ; STIC t'}LDUCT

(At "''.t'.. : ' ilaLued at Constant 1-rices of 1964/65)

(fgK million)

Sectors 15P4/65 1965/66 1966/67

Agriculture 582.1 588.1 569.5
Industry and Miining 423.4 433.8 436.9
Construction 92.6 94.9 88.5
Electricity 23.2 24.3 25.?

Total Productive Sectors 111.3 1141.1 1120.1

Transportation, Commmnication
and Storage 176.0 194.7 201.3
Commerce and Finance 128.0 180.2 190.7

Total Distribution Sectors 344.o 374.9 392.0

Housing 74.9 76.1 78,8
Public Utilities 8.2 9.1 9.4
Services 41447.7 62.4

Total Service Sectors 497.3 532.9 550.6

Total of all Sectors 1962.6 2048.9 2062.7

Adjustment of the Value of
Production /1 12.4 14.4 14__

GRkND TOTAL 1975.0 ?263.3 2077.:L

/1 Correction is made by including an adjustment of subsidies minus excise taxes.

Source: The Ministry of Planning



Table 5 : THE STRUCTURE OF THE GROSS DOIESTIC P'RODUCT

(% at Factor Cost, Constant Prices of 1964/65)

Sectors 1964/65 1965/66 1966/67

Agriculture 29.7 28.7 27.6
Industry and Mining 21.6 21.2 21.2
Construction 4.7 4.6 4.3
Electricity 1.? 1.9 1.2

Total Productive Sectors 57.2 55.7 54.3

Transportation, Communication
and Storage 9.0 9.5 9.8

Commerce and Finance 8.5 8.8 9.2

Total Distribution Sectors 3 119.0

Housing 3.8 3.7 3.8
Public Utilities .4 .4 .5
Services 21.1 21.9 22.4

Total Service Sectors 25.3 26.0 26.7

GRAND TOTAL 100.0 100.0 100.0

Source: The Ministry of Planning



Table ' : GROSS NiAT'IONAL PRODUCT ANTD =END[TTJY-E

(At Current Pricos - LE million)

19064/65 1965/66 1966/67'

GDP at Current Factor Costs 19175.0 2124.1 2193.5
Net Factor Income from Abroad -2 71..7- - L .8

GNP at Current Factor Costs 1953.3 2109.4 2174.7
Indirect Taxes 284.9 330,8 349.2
Subsidies (-) 46.4 52.0 43O9

GI-P 2:.91.8 2388,2 2475.()

GD1' 2213.5 2402.9 2493e8)

Personal Consumption 1462.9 1583.3 1667.0
Government Consumption 437.4 481.9 488.4
Total Domestic Investment :358.4 377.4 3588tl
Inventories 23.3 68.8 37.9
ELxportus of Goods &- Services 411.4 409.4 418. 6
Imports of Goods & Services 467.5 531.5 456.4
Statistical Discrepanc,- -:2.4 +13.6 -20 ,5

Source: The Ministry of Planning



Table 7 :E,YENDITU1M AS A % OF GNP
(at current prices)

196h/65 1965/66 1966/67

Personal Consumption 66.74 66.30 67.76
Government Consumption 1996 20.18 19.73
Total Domestic Investment 16.35 15.80 14.5o
Inventories 1.06 2.88 1.53
Exports of Goods & Services 18.77 17.14 16.91
Irnports of Goods & Services 21.33 22.26 18.44
Current Accounts Deficit 2.56 5.11 1.53

Source: The Ministry of Planning



Table 8 : GROSS TIAI'ONAL PRODUCT ANI EXPENDITURE

(At Constant Priceis of 1964/1965 - ME million)

1964/65 1965/66 1966/67

GDP at constant factor costs of
1964/65 1975.0 2063.3 20137.1

hlet factor income from abroad - 21,7 - 14.7 - 18.8

GNP at constant factor costs of
1964/65 1953.3 2048.6 2058.3

Indirect Taxes 284.9 313.6 296.9

Subsidies - 46.4 = 52.0 - 48.9

GNTPR' 2191.8 2310.2 2306.3

GDP 2213.5 2324.9 2325.1

Personal Consumption 11.i62.9 1503.8 1524.5

Government Consumption 437.4 477.3 479.7

Total Domestic Investment 358.4 376.3 350.4

Inventories 23.3 66.5 36.5

Exports of Goods & Services 411.4 407.8 408.1

Imports of Goods & Services (-) - 467.5 - 52004 - 453.6

Statistical Discrepancy - 12.4 + 13,6 - 20,5

Source: The sinistry of Planning



TABLE 9 : FINAL CONSUPYTION

(In Current Prices)

(SE million)

Items 1964/65 1965/66 1966/67

Personal Consumption 1462.9 1583.3 1667.0
Public Consumption 437.4 481.9 488.4

Final Consumption 1900.3 2065.2 2155.4

Gross National Product 2191.8 2388.2 2475.o

Personal Consumption as a
% of Gross National Product 66.7 66.3 67.4
Public Consuwption as a

% of Gross National Product 19.9 2002 19.7

Final Consumption as a
% of Gross National Product 86.6 86.5 87.1

Source: The Ministry of Planning



Table 1W: FINAL CO1NSUIeTION

(In Constant Prices of 1964/65)

(£E mfill !on)

Items 196 4/ 6 5 1965/66 1966/67

Personal Consumption 1462.9 1503X8 1523.5
Public Consumption 137.4 477.3 479.7

Final Consuwption 1900.3 1981.1 2004.2

Gross National Product 21.51.8 2`10.2 2306.3

Personal Consumption as a
% of Gross National Product 66.7 65.1 66.1
Public Consumption as a

% of Gross National Product 19.9 20.6 20.8

Final Consumption as a
% of Gross National Product 86.6 86.9

Source: The 1iPLnistry of Planning



Table ii: GROSS DOME STIC INVESTMENT

(At Current Market Prices)

(ME million)

Items 1964/65 1965/66 1966/67

Total Fixed Domestic
Investment 358.4 377.4 358e8
Increases in Inventories 23.3 68.8 37.9

Gross Total Domestic
Investmient 381.7 446.2 396.7

Gross National Product 2191.8 2388.2 2475.0

Total Fixed Investment as
a A of Gross National
Produlct 16.3 15.8 14.5
Inventories as a % of
Gross National Product 1.1 2.9 1.5

Total Domestic Investment
as a % of Gross National
Product 17.4 18.7 16.0

Source: The Ministry of Planning



Table 1?: D-ISTRIBUTION OF GROSS FIXED DOkESTIC LI.VESTE IT
BETWEEEN STCTORS

(At Cur.rent Market Prices)

(SE million)

Sectors 1964/65 1965/66 1966/67

Agriculture 32.5 30.7 31.3
Irrigation and Drainage 37.9 32.6 34.4
High Dam 18.6 19.0 16.5
Industry and Mining 99.9 100.6 98.4
Construction 5.2 6.8 3.9
Electricity 53.? 61.1 69.3

Total Productive Sectors 247.3 250.8 253.8

Transportation, Cormunication
and Storage 45.9 49.4 42.6
S-uez Canal 3.4 3.7 3.5
Commerce and Finance 403 2.7 2.6

Total Distribution Sect,ors 5568 48.7

Housing 30.5 47.5 42.3
Public Utilities 11.2 12.4 8.6
Services 21,7 17.3 12.4

Total Service Sec-ors 63.4 77.2 63.3

Total Including Value of Land 364s3 383.8 365.8

Land Value 5.9 6.4 7.0

Total Excluding Value of Land 358L4 377.4 358.8

Public Sector 338.1 349.6 329..4

Private Sector 20.3 27.8 29.4

Source: The Yinistry of Planningr



Table 13 SOURCES OF DOMESTIC SAVINGSD

(Nillion LE in Current Prices)

1964/65 1965/66 1966/67

TOTAL SAVII1S GENERATED IN PUBLIC
SECTOR 286.9 261.8 310,6

1. The Public Business Sector
Exeluding Financial Institutions 195.8 206.4 197.
- The Share of Government in the

Public Business Sector 96.0 1]l..5 105.0
- The Autonomous Organizations

and Public Institutions 3.6 - 1.0.6 - 6.o
- Public Companies 83.9 S8.1 93.0
- The --hare Devoted to

Centralized Social Services
for Labor 7.3 4.4 5.7

2, Banking and Insurance 20.5 134 26.3
- Banking 8.6 1.1 12.2
- Insurance Fnds 3.4 3.9 4.2
- Postal Savings Funds 5.4 4.9 - 2.8
- Savings Banks 0o1 0.3 0.
- Savings Certificates 0.0 11.2 12.3

3. Social Insurance Sector 97.1 117.0 135.6
- Public Organization for

Insurance and Pensions 47.3 5304 55.6
- Public Organization for

Social Insurance 49.8 60.4 67.9
- Half-day Savings Scheme 0.0 3,2 12.1

4. The Government Sector - 80.5 - 97.0 - 64.o

5, Others 54.0 22.0 15.0

Savings in the Private Sector 20.3 27.8 29.4

GRAND TOTAL OF SAVIIUS AND
I NuLDMT4-1, 307Q? 309.6 340o0

Source: The TIinistry of Planning



Table 14: POPULATION, LABOR FOhCE, EMPLOYMENT

Growth rates Per annum
1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 1968/69 1969/70 1974/75 1960/61- 1960/61-

65/66 (%) 69/70 (%)

Population (thousands)
TOTAL 26,397.0 27 122.0 27 874 0 28 65o.0 29 456.0 30 294 0 31,162.0 32 059.0 32 982 0 33 933.0 37,800.0 2.8 2.8
Male 13,392.0 13,789.0 1b,194:0 14,611.0 15,046.0 15,500.0 15,174.0 16,456.0 16,957:0 17!475.0
Female 13,005.0 13,336.0 13,680.0 14,039.0 14,410.0 14,794.0 14,902.0 15,603.0 16,025.0 i6,458.0
Urban 9,766.9 12,117.6 14,387.6
Rural 16,630.1 18,176.4 19,545.4

Urban (%) 37.0 40.0 42.4 5.0

Rural (%) 63.0 60.0 57.6 1.8
Aged 15-64 13,304.1 15,813.5 17,713.0
Age Group Distribution (%)

0- 18.9 18.3 18.3

5-14 27.2 26.1 26.1 2.8 92,
15-19 8.4 8.0 VI.C)~~~~~~~~~~~~~~~~~~~~~~909

20-24 6.9 6.7 6.7
25-64 35.1 37.5 37.5
65- 3.5 3.4 3.4
TOTAL 100.0 100.0 100.0

Labor Force

Male 6,498.o 6,694.o 6,900.0 7,112.0 7,335.0 7,565.0 7,804.o 8,o48.o 8,303.0 8,564.o 11,148.0 12,954.0 15,072.0

Female 442.0 475.0 509.o 545.o 583.0 622.0 622.0 704.0 747.0 792.0 917.0 1,045.0 1,203.0

TOTAL 6,940.0 7,169.0 7,409.0 7,657.0 7,918.0 8,187.0 8,466.o 8,752.0 9,050.0 9,356.0 12,065.0 13,999.0 16,2?75.0

Employment 6,511.9 6,656.9 6,868.2 7,085.0 7,373.9 7,606.0 7,714.1 7,744.2 8,881.0

Unemployment 428.1 512.1 54o.8 572.0 544.1 581.0 751.9 1jO07.8

Note: Population data for 1960/61 and 1965/66 are census results. All other data are either interpolations or projections (assuming constant fertility rate).
Labors Force and Employment data reflect the actual situation until 1966/67, thereafter they represent estimates.

Source: Population Increase and Economic Development in the UAR until 1966, Cairo 1967 (In Arabic); Population Developrent 1930-1966, Cairo 1968 (In Arabic);
The Ministry of Planning and the Ministry of Economy.



Table 15: POPULATION, LABOR FORCE, EMPLYME]T
GROWTH RATES

(in percent)

Population Population
Total Urban Rural aged 15-6h Labor Force Employment Unemployment

1960/61-1967/68 total 21.4 26.1 18.9 135.h
Annually 2.8 3.4 2.5 13.0

1960/61-1969/70 total 28.5 47.3 17.5 33.1 34.8 37.7
Annually 2.8 5.0 1.8 3.2 3.4 3.6

1960/61-198V/85 total 89.2 13h.5
Annually 2.8 3.6

Source: Compilation on the basis of data from the Central Agency for Public Mobilization and
Statistics and from the Ministry of Planning.



Table 16: EI'4PLOYMENT BY SECTORS

1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 Growth rates of employment
(in thousands) 1960/61-67/65 Annual

Employment by Sectors:
Agriculture 3,600.0 3,600.0 3,632.0 3,673.0 3,780.0 3,796.4 3,815.6 3,931.0 9.19 % 1.3 %
Industry 625.6 679.0 725.9 789.7 825.0 875.8 849.0 866.1 38.4 4.8
Electricity 13.1 15.1 17.4 17.9 18.0 18.4 19.0 19.8 51.1 6.1
Construction 166.0 263.0 315.7 334.2 345.2 291.5 318.8 215.8 30.0 3.8
Sub-Total 4,)7O.1 )4,5691.0 4,814.8 4,968.2 4,982.1 5,O,032.7 T17 7 LI

Transport & Communication 252.7 239.2 249.2 258.3 277.7 313.3 332.0 336.8 33.2 4.2
Housing Services l6ou 18.u 18. 18_5 21Ko 21 7 22.7 2 .7 48.1 5.8
Public Utilities Sorvices 24.3 27.1 28.7 29.5 30.3 31.4 32.2 33.2 36.6 4.6
Trade & Finance 663.0 680.9 702.2 719.0 729.7 762.7 784.4 798.6 20.45 2.7
Education & Scientific Services 200.0 204.0 211.5 226.0 256.o 258.8 285.1 308.7 54.35 6.4
Health 58.3 66.3 85.3 90.0 86.o 95.5 113.9 121.8 108.9 11.1
Social & Religious Services 28.6 29.0 27.5 31.6 33.1 35.4 40.0 41.3 44.4 5.4
Defense, Justice, Security 178.0 179.5 179.4 184.3 184.3 193.9 209.6 215.1 20.8 2.7
Cultural & Recreational Services 17.8 19.0 25.8 23.8 26.5 30.3 37.8 37.2 108.9 11.1
Gov't Organizational Services 90.0 93.0 103.5 145.5 180.5 202.9 221.0 229.4 154.8 14.3
Personal Services 578.5 543.5 546.0 543.7 540.1 556.6 550.3 565.7 -2.3 -0.1
Sub-Total (Services) 2,107.2 , 2,177.2 2,270.2 2,365.2 2,502,5 2,629.o 2,711.5 _21FZ7 3.7

GRAND TOTAL 6,511.9 6,656.9 6 868 2 7,085.0 7,333.4 7,484.6 7,631.4 7,7)44.2 18.9 2.5

Source: The Ministry of Planning.



Table 17: MANPOWER STRUCTURE

(In percent)

1960/1 1961/62 1962763 1963/64 196:l/65 1965/66 1966/67 1967768

Population aged 15-64
to Total Population 50.4 52.3 52,3h

Labor Force to total pop. 26.' 26.4 26.6 26.7 26.9 27.0 27.2 27.3

Working Pop. to labor force 93.8 92.9 92.7 92.5 93.1 92.9 91.1 88.5
Working Pop. to total pop. 24.7 24.5 24.6 24.7 25.0 25.1 24.8 24.2

Unemployed to labor force 6.2 7.1 7.3 7.5 6.9 7.1 8.9 11.5

Employed by sectors (Total-100)
Agriculture 55.2 54.1 52.9 51.8 51.5 50.7 50.0 50.8
Industry & Mining 9.6 10.2 10.6 11.1, 11.2 11.7 11.1 11.1
Electricity 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3
Construction 2.5 4.O 4.6 4.7 4.7 3 4.3 2.8
Sub-total ZTT i5 W.W 6w.9 67.7 66. 5-6 6.9
Transport & communications 3.9 3.6 3.6 3.6 3.8 4.9 4.L .44
Housing Services 0.3 0.3 0.3 0.3 .3 0.3 0. 0.3
Public Utilities 0.4 0.4 0.4 0.4 0.1, 0.14 0 4 0.b
Trade & anance 10.2 10.2 10.2 10.1 9.91 10.2 10.3 10.3
Education & Scientific Serv. 3.1 2.9 3.0 3.2 3.5v 3.5 3.7 4.0
Health 0.9 1.0 1.2 1.3 1.2 1.3 1.5 1.6
Social & Religious Serv. 0.4 0.4 O.L 0.5 0.5 0.5 0.5 0.5
Defense, Justice, Security 2.7 2.7 2.6 2.6 2.5 2.6 2.8 2.8
Cultural & Recreational Serv. o.3 o.3 o.4 0.3 0.4 O.L 0.5 0.5
Gov. Organizational Serv. 1.4 1.4 1.5 2.1 2.5 2.7 2.9 3.0
Personal Services 8.9 8.2 7.9 7.7 7.1 7.4 7.2 7.3
Sub-total 3274 31.6 31.7 32.0 32.3 3-37 77 75

/1 1969/70
iource: Cormilation on the basis of data from the Central Agency for Public Miobilization and Statistics and the

Ministry of Planning.



Table 18: DISTRIBUTION OF EMPLOYMENT BY SECTOR AND BY OCCUPATION
FOR CENSUS YEARS 1947 AND 1960

(- Tner cent)

ECONOMIC SECTOR

Occupational Group Agriculture Industry & Mining Construction Services Total Employment

1947 1960 1947 1960 1947 1960 1947 1960 1947 1960

Managers & Professionals
(University & Higher Institute
graduates) 04 1.9 7.6 8.0 3.2 5.1 88.8 84.5 (100.0) 1.1 2.4

Technicians (Agricultural &
Ind&- l 0Utlual-y ou(i
leavers) 7.0 3.9 11.8 2.3 0.4 0.4 80.8 92.9 (lOO.O) 1.5 2.6

Clerical occupat. (General
& Commercial Secondary
School leavers) 5.9 2.8 9.5 10.8 1.6 0.9 83.0 84.1 (100.0) 2.5 3.6

Skilled workers (preparatory
school leavers or equivalent
experience) 1.6 2.2 37.0 36.3 4.7 7.3 56.7 53.5 (100.0) 20.5 23.5

Unskilled (primary or no
schooling) _ 77.6 80.3 2.1 1.2 1.9 0.4 18.9 17.6 (100.n 74.5 67.9

Total 58.7 55.1 9.6 10.0 1.9 2.2 29.8 32 6 (lOO.O) (100.0)

Source: Census results, as analyzed in the proceedings of the Seminar on Manpower Planning, Cairo, February 1968, Institute of National Planning.



Table 19 : GROWTH OF EMPLOYMT
196o/61 - 1967/68

(in percent)

1960/61-1964/65 1964/65-1967/68 1960/61-1967/68
Total Annual Total Annual Total Annual

Total Commodity Sector 12.8 3.1 1.3 0.3 14.3 1.9

Agriculture 5.0 1.2 4-° 1.3 9.2 1.3

Other (Industry, Mining,
Electricity, Con-
struction) 47.6 10.2 -7.7 -2.5 36.9 4.6

Total Services Sector 12.2 2.9 14.7 4.'? 28.7 3.7

GRAND TOTAL 12.6 3.1 5.6 1.8 18.9 2.5

Source: Comoilation on the basis of data from the Central Agency for
Mobilization and Statistics and from the Ministry of Planning.



Table 20: YMSdPWEI. SUPPLY AND DEM2UD

ESTIMATE3SL BY OCCUPATIOmAL GROUPS, FCR 1965/66 AND 1969/70

(in thousands)

1965/66 _ 1969/70

Occupation Supply Dfemand Balance Supply Demand Balance
(Stock) (Requirements) (Stock) (Requirements)

-lanagers and Professionals
,University & Higher Institute
Graduates) 234 214 +20 312 316 -4

(302)2l (+lo)!/

Technicians (Agricultural and
Tndustrial Secondary School
leavers) 366 390 -24 480 559 -75

'lerical occupations (General
S Comercial Secondary School
leavers) 322 230 +92 365 302 +63

Skilled workers (preparatory
school leavers or equivalent
experience) 821 '975 -154 873 1,294 *-421

Unskilled workers (primary or
no schooling) 6,"44 5,,97 +647 7,322 6,1O +-912

1/ 'he estimates were made in 1966 by the Institute of National Planning and, therefore, do not take into account
educational reform measures affecting the supply of University and Higher Institute Graduates negatively, and
the supply of technicians positively (see also table on enrollments).

2/ Estimates by Ministry of Planning.

Source: Proceedings of the Seminars on Manpower Planning, Cairo, February 1968, Institute of National Planning.



Table 21 : TOTAL WAGES BY SMCTOR

1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 Growth Rates (%)
(fLE million - Current Prices) 1960 61 - 66/67 Annual 1960/61 - 67/68 Annual

Agriculture 99.0 117.0 126.3 139.3 165.8 197.1 206.0 205.6 108.0 13.0 107.6 11.0%

Industry and Mining 78.4 90.1 125.1 138.1 149.6 154.2 155.2 166.2 97.9 12.1 111.9 11.3

Electricity 3.3 3.8 4.2 4.5 4.7 4.9 5.0 5.8 51.0 7.1 75.75 8.4

Construction 27.3 41.9 47.4 52.2 53.7 56.o 55.5 37.3 103.29 12.6 36.6 4.6

Total Commodity Sector 208.0 252.8 303.0 334.1 373.8 412.2 421.7 4114.9 102.74 12.5 99.47 10

Transport and Communication 43.3 46.7 48.8 55.7 64.3 73.8 75.7 82.3 74.82 9.7 90.0 9.6

Trade and Finance 76.9 82.1 88.9 96.4 101.7 106.4 110.5 120.2 43.7 6.2 56.3 6.6

Housing 1.8 1.9 1.6 1.6 1.8 1.8 1.9 2.0 5.5 0.9 11.1 1.5

Public Utilities 4.8 5.9 6.2 6.4 8.0 7.5 7.7 8.4 60.4 8.2 75.0 8.3

Other Services 231.7 228.9 258.2 298.0 341.7 377.4 395.2 421.9 70.56 9.3 82.08 8.9

Total Services Sector 358.5 365.5 403.7 458.1 517.4 566.9 591.0 634.8 64.8 8.6 77.07 8.5

GRAi; TurTAL 56o.5 o1o.3 (O6.( (72.2 6Y .z 1,012.7 1,049.7 78.76 10.1 85.2 9.2

Source: The Ministry of Planning.



Table 22: WAI3E STRUCTURE BY SECTOR

(In percent)

1960/61 1961/62 19364 1964/65 19 1966/67 19677M

Aariculture 17.5 19,0 18.0 17.6 18.6 20.,1 20.3 19.6
Industry and Mining 13.9 ih.7 17.8 17.4 16.8 15.7 15.3 15.8
Electricity o.6 o.6 o.6 0.5 0.5 0.5 0.5 0-5
Construction h.8 6.8 6.7 6.6 6.1 5.7 5.5 3.6

Total Commodity Sector 36 41.1 42.1 h2.0 h2.0 139.6

Transport and CoTmunication 7.6 7.6 6.9 7.0 7.2 7.5 7.5 7.8
Trade and Finance 13.5 13.3 12.6 12.2 11.4 10.9 10.9 11.4
Housing 0.3 0.3 0.2 0.2 0.2 0.2 0.2 0.2
Public Utilities 0.8 0.9 0.9 0.8 0.9 0.8 0.8 0.8
Other Services 41.0 36.3 36.6 37.8 38.h 38.5 39.0 40.1

Total Services Sector 63.2 5, 5 772 7 7T 5 57. 9 7 .3

GRAND TOTAL 100.0 100.0 -:Oo.O 100.0 100.0 100.0 100.0 100.0

Source: Compilation on the basis of data from the Centr-al Agency for Public Mobilization and Statistics and frcm

the Ministry of Planning.



Table 23: GROWTH OF EMPLOYMENT, WAGES, GDP

(in %, based on current prices)

1960/61-1961/62 1961/62-1962/63 1962/63-1963/64 1963/64-1964/65 1964/65-1965/66 1965/66-1966/67 1966/67-1967/68
E/1 W/2 GDP E W GDP E W GDP E W GDP E W GDP E W GDP E W

Agriculture 0.0 18.1 -7.4 0.8 7.9 14.0 1.1 10.3 11.7 2.9 19.0 22.5 0.4 18.9 4.5 0.5 4.5 0.4 3.0 0.2

Industry and Mining 8.5 14.9 8.5 6.9 38.8 13.2 8.7 10.4 11.8 4.4 8.3 7.9 6.2 3.1 8.9 -3.0 o.6 3.5 2.0 7.0

Electricity 15.2 15.0 33.6 15.2 10.5 12.8 2.8 7.1 4.8 0.5 4.4 20.2 2.2 4.2 4.7 3.2 2.0 3.7 4.2 16.0

Construction 58.4 53.4 66.5 20.0 13.1 13.4 5.8 10.1 14.9 3.3 2.3 -3.5 -15.5 4.2 2.5 9.4 -8.9 -0.6 -32.3 -32.7

Total Commodity Sector 3.5 21.5 3.8 2.9 19.8 13.6 2.6 10.3 11.9 3.2 11.9 14.1 0.3 10.3 6.o 4.1 2.3 1.6 0.6 -1.6

Transport & Communication -5.3 7.8 14.3 4.1 4.4 13.5 3.6 14.1 17.7 7.5 15.4 12.6 12.8 14.8 11.7 5.9 2.6 4.2 1.4 8.7

Trade and Finance 2.7 6.7 4.4 3.1 8.3 1.5 2.4 8.4 4.2 1.5 5.4 4.6 4.5 4.6 8.o 2.8 3.8 7.9 1.8 8.7

Housing 12.5 5.5 3.2 0.5 -15.7 1.8 2.2 0.0 1.4 13.5 12.5 -4.8 3.3 0.0 1.6 4.6 5.5 3.8 4.4 5.0

Public Utilities 11.5 22.9 2.9 5.9 5.0 5.7 2.7 3.2 2.7 2.7 25.0 5.2 3.6 -6.3 12.1 2.5 2.7 2.1 3.1 9.0

Other Services -1.45-12.1 -1.5 3.9 12.8 9.2 5.6 15.4 13.0 4.9 14.6 17.0 5.1 10.4 10.5 6.1 4.7 5.4 4.2 6.7

Total Services Sector -0.4 19.5 3.2 3.7 10.4 7.3 4.3 13.5 10.5 4.2 12.9 11.1 5.8 9.6 9.5 5.0 4.2 5.5 3.1 7.4

GRAND TOTAL 2.2 9.1 3.5 3.2 14.3 10.7 3.2 12.1 11.3 3.5 12.5 12.8 2.1 9.9 7.5 2.0 3.4 3.3 1.5 3.7

/1 Employment
72 Wages

Source: Compilation on the basis of data from the Central Agency for PIublic Mobilization and Statistics and from the Ministry of Planning.



Table 24: CIVIL SERVJ:CE PAY SCALES

- APPLIED SINCE 1964 -

Educational Attainment Grade Salary Range Annual increase
(monthly basis (E E)

S E)

University or Higher Institute 7 (starting 20-40 1.50
(16 years of education) gTade)

6 27.5-50 1.50
S 35-60 2.00
4 45-h80 3.00
3 57.5-100 4.00

Technical Training Centers (14
years of education)l (18)1/

Agricultural or industrial second-
ary school (12 years of education) 8 15-30 1.00

General or Cosnmercial Secondary
School (12 years of education) 9 12-15 0.75

Preparatory School (9 years of
education) 10 9-18 0.75

Primary School (6 years of educ-
ation) 11/12 7-15 0.50

1/ This type of school (with a 2-year course following Secondary education, and a 5-year course
following preparatory education) was introduced in 1965/66.

Source: Proceedings of the Seminar on Manpower Planning, Cairo, February 1968, Institute of
National Planning;.



Table 25 TOTAL ENROLLMNTS IN PRIMARY AND SECONDARY SCHOOLS
AND PRIMARY TEACHER TRAINING

1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68

Nursery Schools 24,007 23,893 26,648 28,728 25,403

PRIMARY:

Primary 2,610,169 2,754,566 2,909,996 3,129,692 3,294,832 3,417,753 3,413,980 3,471,334
Language Schools 44,589 39,906 40,663 40,209 3,298
Al-Azhar 28,997 18,033 32,585 31,395 31,797

TOTAL 3,203,278 3,352,771 3,491,001 3,485,584 3,506,429

PREPARATORY General:

Preparatory 255,832 303,123 350,661 406,043 474,266 574,420 665,321 736,695
Language Schools 14,977 14,838 13,331 13,603 758
Al-Azhar 22,301 23,219 23,636 21,438 19,656

TOTAL 443,321 512,323 611,387 700,362 757,109
PREPARATORY Technical:

Preparatory 39,333 42,068 49,667 45,019 41,55911 26,530a1 16,6761/ 7,91911
Vocational (language schools) 2,410 2,016 1,842 1,697 1,643

TOTAL 47,429 53,575 28,372 18,373 9,562
TOTAL Preparatory 295,165 490,750 565,898 639,759 718,735 766,671
SECONDARY General:

Secondary 132,161 131,885 134,047 141,204 174,246 208,991 234,619 259,792
Language Schools 7,318 6,521 7,945 10,120 466
Al-Azhar 12,358 12,643 13,376 13,481 14,453
TOTAL 150,880 193,410 230,312 258,220 274,711

SECONDARY Technical : TOTAL 75,549 74,037 79,639 83,373 91,252 101,204 119,810 153,094

TOTAL Secondary: 207,710 205,922 213,686 234,253 284,662 331,516 378,030 427,805

TEACHER Training (Primary Schools) 18,218 20,354 23,141 34,704 41,259 49,448 42,549 34,894

1/ Schools are being closed in favor of General Preparatory Schools.

Source: A Guide for Educational Statistics, UAR, Ministry of Education, Department of Statistics; vols 1963/64-1967/68;
Statistical Handbook, UAR, 1952-1967, Cairo, June 1968; the Ministry of Education.



Table 26: TOTAL ENROLLMENTS IN HIGHER INSTITUTES AND UNIVERSITIES

1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 1968/69

Higher Institutes:

Agricultural I 2,308 5,519 6,590 6,903 6,349 6,840 5,885 5,678 7,179

Industrial Institutes 1,761 2,626 3,358 4,248 5,363 6,892 7,427 8,299 9,626

Otherl/ 11,451 12,190 12,550 13,992 19,081 21,622 18,222 18,469 17,5705'

Tota 2/ 15,520 20,335 22,498 25,143 30,793 35,354 31,534 32,446 34,3750/

Universities:

-gricul5tal Fnc1utiUn o,543 7.618 o,752 10,748 12,233 13,206 12,318 11,162 11,789

Science Faculties 5,058 5,925 6,675 7,529 8,419 8,883 7,152 6,171 5,929

Engineering Faculties 11,306 13,140 14,500 17,022 19,647 20,434 20,810 21,229 19,885

Other2/ 64,073 64,680 68,ooo 75,122 89,oo6 80,642 87,862 86,087 85,250

Total Government operated
Faculties 86,980 91,363 97,927 110,421 129,305 123,165 128,142 124,649 122,853

Al-Azhar:
Agricultural Faculties - - - - 180 499 870 1,490
Engineering Faculties - - - - 276 692 1,180 1,772

Other4/ 5,753 6,108 7,428 6,851 8,309 11,932 16,214 13,590

Grand Total 92,733 97,471 105,355 117,009 138,070 136,288 146,406 141,501

1/ As of 196L/65 including JAmerican University.
2/ Including Secondary Teacher Training until 1965/66. Enrollment figures are 1960/61 : 2633; 61/62 2775; 63/64 : 3167; 64/65 : 3317; 65/66 : 3347.

Including Higher Technical Institutes not belonging to Ministry of Higher Education.
/ Including Secondary Teacher Training as of 1966/67 : 5140; 67/68 : 5691; 68/69 : 7908.

Includes faculties of arts, law, commerce, economics, medicine, pharmacy, dentistry, veterinary science, girls education, nursing, education (at Ain Shaim)
and faculty at Dar-El Ulum.

4/ Including faculty of medicine as of 1964/65.

5/ lxcluding Higher Technical Institutes not belonging to Ministry of Higher Education (i.e. approximately 2,500 students)

Source: Guide for Educational Statistics, UAR, Ministry of Education, Department of Statistics, vols. 1963/64 - 1967/68
Statistical Handbook, UAR, 1952-1967, Cairo, June 1968 ; the Ministry of Higher Education.



Table 27: FI-R.3T 'AR ENMR0LLiMNa /I

196?/63 1963/64 1964/63 1965/66 1966/67 1967/66 1968/69

Level of Education
Primary 612001 640653 670250 625615 896000
Preparatory General 142000 174502 210000 223100 300276
Preparatory Techriical 957? 9075 2297 2173 1941
Total Preparatorv 15157? 183577 912297 22.5273 302217

Secondary General 48552 61557 66827 68260 93816
Secondary Technical ?6319 30352 34122 4531? 619?9
Total Secondary 74871 91909 100949 113572 173687

Primary Teacher Training 15556 11695 11926 2053 3426

Higher Institutes: Total /3 5146 6844 8219 9956 5798/? 7444/2 9871 /2, /4
Agriculture 1241 )ll 7 1505 1838 628 2776
Industry 926 1282 1576 ?248 1448 1916 2477
Other /3 2943 4065 5138 5870 37?5/? 4276/2 4618/2, /4

Universities: Total 24500 27750 25850 26250 21370/2 21530/2 22430/2
Agriculture 2320 3700 1990 192.0
Engineering 2870 3970 3370 3220
Science 1600 2900 600 550
Other 17710 17180 15410/2 15840/2

/1 Excluding Al-Azhar and Language schools.
/2 Teacher Trs?nlng was tra-,iaieried Du un-lver-; sties ao 19366fr7.
73 Including Hil-2Er T'echnical Institutes not belonging to Rinistry of Higher Education; including American University.
T tSbCcluding Higher Technical Institutes not belonging to Mifinistry of Higher Education (about 650 first year enrollments),

Sources: A Guide for daucational Statistics, TJAU, PLinistry of Education, Department of 5tatistics, Vols. 1963/64 -
1967/68; Statistical Handbook, UAR, 1952-1967, 'airo, 1968; the Ministry of Higher Education
ana tne Hnisstry of Planning.



Table 28: DISTRIBUTION OF ENROLLMNTS IN HIGHER INSTITUTES AND
UNIVERSITIES BY FIELD OF STUDY

(in percent)

1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/6/ 1967/685/ 1968/695/6

Higher Institutes:

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Agriculture 14.9 27.1 29.3 27.4 20.6 19.3 18.7 (16.0) 17.5 (14-9) 20.9 (17.0)
Industray 11.3 12.9 14.9 16.9 17.4 19.5 23.5 (20.3) 25.6 (21.8) 28.0 (22.8)
Other2/ 73.8 60.0 55.8 55.7 62.0 61.2 57.8 (63.7) 56.9 (63.3) 51.1 (60.2)

Universities:4/

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Agriculture 7.0 7.8 8.3 9.2 9.0 10.0 9.0 ( 9-3) 8.9 ( 9.3) 9.6 (10.2)
Engineering 12.2 13.4 13.7 14.5 14.4 15.5 15.0 (15.5) 16.3 (16.9) 16.2 (17.2)
Science 5.5 6.1 6.3 6.4 6.1 6.5 4.9 ( 5.1) 4.4 ( 4-5) 4.8 ( 5.1)
Other-' 75.3 72.7 71.7 70.9 71.5 68.o 71.7 (70.1) 70.4 (69.3) 69.4 (67-5)

1/ See Table on Total Enrollments in Higher Institutes and Universities.
2/ Ibid.

I/ Ibid.
/ Including Al-Azhar University.
5/ Figures in brackets are corrected for the effects of transfer of Secondary Teacher Training from Higher Institutes to Universities. For correction base see

footnote 3/ of Table on Total Enrollments in Higher Institutes aid Universitiue (Table 28).
6/ Excluding Al-Azhar University.

Source: Compilation on the basis of data from the Ministry of Education and the Central Agency for Public Mobilization and Statistics.



Table 29: AREAS UN1ER CROPS BY SEASON, 1952 AND 1960-1968

Crops 1952 1960 1961 1962 1963 1964 :965 1966 1967 1968

. ............. . . . . .............. ,1,000 Feddans ........... . . . . ......
Winter Crops

Wheat 1,402 1,456 1,384 1,455 1,345 1,295 1,145 1,291 1,245 1,413
Permanent clover 906 1,131 1,113 1,140 1,132 1,179 1,178 1,235 1,474 1,500
Temporary clover 1,296 1,283 1,335 1,302 1,302 1,301 1,315 1,297 1,242 1,179
Beans 355 377 361 383 382 428 433 318 336 335
Barley 137 148 121 131 121 1?1 125 98 107 117
Fenugreek 54 64 44 60 66 62 82 42 38 35
Lentils 58 85 63 79 78 79 89 75 66 51
Flax 13 22 29 27 26 33 26 22 24 36
Onions 26 49 28 50 59 54 51 58 42 39
Lapines 11 20 14 18 19 19 16 11 11 11
Chickpeas 15 15 7 10 1? 14 12 8 11 10
Vegetables 63 126 133 134 137 141 144 147 148 172
Garlic 9 13 12 14 20 13 15 19 13 12
Others 19 19 19 19 18 19 23 18 19 19
Total 4,364 4,808 4,693/1 4,822 4,717 4,758 4,624L/ 4,739/1 4,776 4,929

Sumner Crops
.otton 1,967 1,873 1,986 1,657 1,627 1,611 1,900 1,859 1,626 1,464

Rice 362 695 527 823 952 955 842 841 1,079 1,199
Millet 378 387 418 398 434 432 441 463 482 486
Miaize 27 128 170 348 347 365 931 1,053 1,095 1,169
bagarcane 92 111 112 121 133 134 129 133 137 135
Groundnuts 26 41 33 53 53 50 54 49 41 42
Sesame 42 42 27 42 59 55 52 29 9 24
Vegetables 118 241 239 249 278 292 304 325 325 342
Others 14 15 15 12 17 22 44 42 57 64
Total 3,026 3,533 3,527 3,703 3,900 3,916 4,697 4,794 4,857 4,942/1

Nile Crops
Maize 1,671 1,693 1,433 1,484 1,374 1,295 520 522 390 358
Mlllet 55 67 39 56 50 62 59 55 40 46
Pice 12 11 10 1 1 1 6 3 3 5
Vegetables 71 117 123 138 149 16? L60 162 155 182
Others 9 10 11 10 8 10 17 18 34 27
Total 1,824 1,898 1,616 1,695L 1,588/1 1,536/1 762 760 622 645

/1 Figures do not add to this total.
72 Preliminary
Source: U A.R., Ministry of Irrigation, Resort on Draina2e Pro.ject For Part of the Nil& Deta Viol. 1, September, 1968.

Ministry of Agriculture, Bureau of Agricultural Economics and Statistics, unpub .is e



Table 30 0R0iP?1D 31WL BY C"Ab,l, AIND GROdiTil R.LTY;
TI1 Cjj;R(l;- Atllf

(In '<''riou sand 1. edcian)

ea r Jil t : V I; To t>a1

1960 1 Jt3,,3 3 1, 8 9L 10, 3'73
1961 4.,693 ,?,97 1,16 37 9,973
1962 11,&22 i,703 1 ,69
196tl3 4 .,717 ,,-D O 1 , b ; 13? 1(),3 51
1964 4,7111 1,53 167 1,377
19365 4,6 I9l 760 17 10,37761
1966 4,739 4, 89!4 760 195 10,488
19s7 4,776 4,857 63° 207 10,462
1968

Growth rate /1 o.06 >.G - 13.5 7.( 0.4

/L 'ercent Anniual Coompounci c I a+ (T)

.- xczrcc: IJ.A.H., ;lnistry o_ I-ri-Cation, e2orLt on 3 :O iroject ?or Par8
of' the Nile 1-Ita, Vol. 1, 'e9tetber, 1968.

.N



Table 31: EDa-ANSION 0' CROPPED AREA THROUGH LAND
DEVELOPMEIN PROGRAMS CONTE PLATED ThROUGH 1975

(Thousand Feddans)

As of End As of End
1967 1968 through 1975 1975

Cultivated area 5,800 /1
Cropped area 10,462 X2 10.,462
Increment

Through Reclamation
Gross cultivated area 700 /3

Adjusted for yield capacity L.55 A
Adjusted for "Cropped Area Equivalentt" 728 /5

Through Conversion
Gross 2.86

Adjusted to"Cropped Area Equivalent" 112 /

Through Drainage
Gross 9)20

Cropped Area Equivalent 368 f6

TOTAL 11,670

/1 F'romr U0A.R., Ministry of Irrigation, Report on Irainage Project For Part of the
iJile Delta, Vol. 1, September, 1968.

/9 Assunes cropping factor of 1.8 applied to net.
7 Assumes 50,000 in 1968, as is scheduled for 19(9, plus 564,o0o.

Plus 46,000 as an arbitrary figure for areas not associated with Aswan water.

/A Timle is requ.red to bring new land up to a yiell level approximating the
national average. Assune that in Year 1, the y-ear of reclanation, the yield
is zero; Year 2, 25%$ of "normal"; Year 3, 50$; Year 4, 7,5); Year 5, 100%.
Applying these factors to the pre-1968 reclamation acreages and to the 1968-75
intent ,,rields a correction factor of aroundl 65jr,,

( Using cropping factor of 1.6, as is on gross basis.
, Assuming yield increase of 2570' and cropping of 1.6.



Table 32: GROWTH PATES 1f YSLD PE,R FEDDAN FOR TMPO)RTAXjT CROPS

Crop 1960 1961 196? 1963 1964 1.965 1966 1967 1968 Growth Rate /1

. o a . . o .& a . o . Yield Per Feddan (Kilograms) . . . . . .

Seed Cotton 737 502 806 806 891 791 693 7h3 822 0.9 to - 0004 /3
Rice (Paddy) 2,107 2,126 2,457 2,315 2,111 ?,107 1,984 ?,117 -0.4
Maize 1,330 1,379 1,338 1,506 1,495 1,690 1,659 1,636 i.6
Millet 928 1,009 1,093 1,o85 1,165 1,476 1,509 1,4!06 3.0
Sugarcane 40,950 37,575 39,690 38,745 36,450 36,810 39,060 3S,475 -0.3
Groundnuts 825 746 939 847 918 926 826 78? 0.1
Sesame 361 390 408 433 424 433 384 344 -0.1
Wheat 1,029 1,035 1,095 1,110 1,180 1,115 1,135/2 1,126 1,074 0.4t
Be a.s 501 )iQfl,n 5 732 896 886 956 628 922 1.2 to 0 /3
Barley 1,048 1,096 1,1]18 1,112 1,165 1,038 1,042 929 -097
Fenugreek 685 591 739 702 748 735 735 657 O.4
Lentil 588 542 706 602 666 688 594 515 664 0.1
Flaxseed 410 407 412 415 426 4o0 400 382 -0.3
Lupine 646 642 666 694 717 724 688 638 0,3
Chickpeas 693 645 648 708 706 698 669 645 -0,1
Garlic 4,680 5,070 4,960 5,850 5,270 5,530 6,270 5,740 1.4
Clover Seed 200 186 205 21? 205 212 ?14 220 0,7

/1 Using :og Y = a + bT. Includes 1968 if yield figure is shown for that year.
7T Carried in error as 757 in the cited source.
7r The higher figure results if the bad crop of 1961 is included! the lower fgtire results if the series excludes 1961.

Source of Yield Data: For 1960-67, U,A.R.R, inist ry of Irrigation, Report on Dhrainage Project For Part of the Nile Delta,
Vol. 1, September, 1968. For 1968, IMinistry of Agriculture, tentative and unpubli.shed.



Table 33: ALTERNATIVE INDICATIONS OF GROWTH RATES
IN YIELDS PER ACRE FOR MAJOR FARM CROPS

Series A /1 /2 Series B /3 Series C /1 /L
1948-69 Column to Left 1960-68

Growth Rate Yield in 1967 Annual Ave. Growth Growth Rate
% Compound Annual as % of 1952 % /Compound % Compound Annual

Cotton 1.8
Wheat 2.7 133.5 1.9 o.l
Rice 5.2 166.9 3.5 - O.lq
Maize 1.8 16L.8 3.1h 1.6
Peanuts 1.4
Unginned Cotton 117.4 1.1 0.9 to - O.0b /5
Millet 190.b 4.4 3.0
Beans 89.1 1.2 to O /5

/1 Using log Y A + b (T) when Y = yield and T = time.
72 US Department of Agriculture, E.R.S., Agricultural Development and

Expansion in the Nile Basin, Foreign Agricultural Economic Report No. L8, 1968.
/3 Sayed Marei, Food Production in Developing Countries: Its Problems, Prosnects and

Means with Reference to the Egyptian Experiment in Agriculture, mimeographed, un-
dated, Cairo.

/A Computed from data presented in Table 32.
74 The higher figure is derived from a series which includes the bad crops of

1961; the lower figure from a series which excludes 1961.
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Table 34: OUTPUT OF MAJOR AGRICULTURAL PRODUCTS (EXCLUDIDG LIVEFSTOxK)
1952 2nd 1960'f - 1968

(in thousand metric tons)

Pee 1

Crop 1952 1960 1961 1962 1963 1965 1966 1967 l67

Cotton
Seed cotton 1,296 1,380 999 1,335 1,312 1,1436 1,501 1,289 1,208 1,203
Cotton lint 4Ku6 L78 336 157 !Ll2 50L4 8?1 >55 637 >30

Cereals
Maize 1,506 1,691 1,617 2,00 1,867 1,93u 2,lh-l 2,376 2,163 2,298
Millet 522 603 631 659 729 7Lo 806 859 881 960
Wheat 1,081 1,499 1, 036 1,593 1,693 1, L99 1,272 1,L665 1,291 1,518
Rice (Paddy) 517 1,1586 1,1h 2 2,J38 2,219 2,036 1,78P 1,679 2,279 2,586
Barley 118 156 133 166 131! 161 130 102 100 122

Pulses
Beans 250 290 161 328 263 366 36L 381 188
Lentils 32 50 34 56 17 52 61 311
Fenugreek 36 63 211 L6 42 L2 37 30 21
Lupines 6 13 9 12 13 13 ]2 7
Chickpeas 9 11 5 7 8 10 9 6

Vegetables
Onion 243 504 1,65 600 659 646 670 701 58 7
Other 1, 83L 3,1621 3,571 3,919 6,320 6,378 6,,636 h, 028 ,505

Fruits
Oranges 210 15 2c30 33 331 3>2 >32
Mandarines & Limes 101 79 117 101 141 1L1 1V1
Grapes 102 106 120 106 91 92 118
Mangos 63 L8 86 91 97 79 90

continued .. .



Table 34: OUTPUT OF IKAJOR AGRIGUL1URA.iL PHODUCTS (rXOJ DTNG LIVESTOCK)
1952 and 1960 - 1968 (concluded)

Page 2

Crop 1952 1960 1961 1962 1963 196) 1965 1966 1967 1968/1

Oils
Groundnuts 20 35 25 1h9 l! 46 50 LO 32 36
Sesame 1il 15 11 17 26 23 22 11 7 10
Flax (seed) 5 9 12 11 11 1T 10 9 9 1)-V
Flax (fiber) 26 53 64 64 61 7)4 58 51 83
Cottonseed 8)2 888 658 857 858 912 961 820 758 760

Sugarcane 3,258 4,545 4,186 4,808 5,153 )4,890 b,739 5,189 5,269

Clover Seed 36 9_ 39 33 27 27 28 3U 31 3I4

/1 Preliminary

Note: Alternative series are not always in agreement with these data

Source: IBRD, Projects Department, Middle East Studies: U.A.R. Findings on Agricultural Sector,
1968 Mission, July 19, 1968; Ministry of Agriculture, Bureau of Agricultural Economics and
Statistics, unpublished.



Table 35: DISTRIBUTION OF FAREN HOLDIiQS BY SIZE AND TENT'RE IN 1961

Farm iIolding3 /1
Item and Unit Owned -tented MiLxed Total

Number of holdings (Thoousand) 623 594 495 1,6l96?

Area of Holding (Thousand Feddans) 2,664 1,214 2,30W 6,922

Nlumber in /Z of Tot"al (%) 38 32 30 100

Area in ' of Total (,/0) 43 19 38 100

Average size of holding (Feddan) 4.3 2.3 4.7 3.8

/1 Fianagement units.

Source: U.A.Ro, lainistry of Irrigation, Repor on Drainage Pro For Part
of the Nile Del-'ca, Vol. 1, September, 1965.



Table 36: CRS5]DIT ISSUIPD TO PAWPERS BY TIE
EGYPTIAN GEMPERL ( GPAd'I2'ATI IT (C AG-IaCULTURA!, Ai)D

C00P.ERIATIVL . -iZDIT, 1957 'TO0 19%7

(1-_Ei Thousanc1)

Loans in Kiiid Loans in Total YnJL
Year "eeds Fertilizers Irnsectici-3es Cash Total R.eal Terms

1957 1,436 6,963 /2 11,606 90,205 20,2905
1958 1,383 8,283 /2 -L,809 I 4,475 24,475
1959 1,602 10,273 7 17,536 29,413 29,13
1960 1,981 12,608 1,190 20,899 36,678 36,678
1961 2,356 14L,750 1,700 ?o,641 39,447 39,447
196? 3,236 21,136 t6,941 29,655 60,968 60,968
196? -63 53,995 /3 53,995
1963-64 59 553 7T 58,731
1964-65 655,465 60,560
1965-66 79.,628 68,116
1966-67 86,926 69,464
1967-68

/1 Pdid-year wholesale industrial price index used as deflauor.
72 Included in cash.
7T Of this, 51,860 was classed as short-term; 2,10? as mediwu term; and 33 as long-

term. Source: FAkG/IBR)D Cooperative Programa, Draft Reort on Agriculture and
Irrigation in the United Arab Republic, 17 July, 1968

/4 Of t-his, 56,400 was classed as short-term; and 3,153 as medium term. 'burce:
FAO/IBRID Cooperative Program, Ž'aeft Report on Agriiculture and Irrigation in
the United Arab Republic, 17 JulY, 1962.

Source: For 1957-1962, U.S. Departiment of Agriculture, EOR.S., Agricultural
Development and axpansion in the Nile Basin, Foreign Agricultural Economic
Report No. 48. For 1967-63 to 1966-67, U.A.Ro I3Linist-rlr of irrigation,
Report on Drainage Project for Part of the Nlile Dalta, Vol. 1, September,
196l.



Table 37: INDICATIVE COSTS OF LAND RLECLJC&LTION AND DEV3]oIPIENT

Item _ .E.o per Feddan

Preparatory Research 10
Roads and m ectricity 110
Irrigation and Drainage /1 110
Othler construction (including housing) /2 110
Farm development /3

Machinery 35
Losses 70

Total Above (435)

I-igh Dan 65

TOTAL 52C /4

/1 Includes on-farm distribution system.
7 In addition to housing for both adiTnistrators and farmers, irLcludes po-table water,

hos-pitals, schools anLd social centers.
/3 These outlays are required to brin- soil )roductivity up to a level at which the

market value of production equals current farm expenditures.
A t The total varies up to 90% plus or minus.

Source: Ministry of Rteclanation.



Table 38: PRODUCTION AND USES OF COTTON

Exports and Local Factory Consumxtion
Production Consumption Consuxption
Year Ended Percentage of Production Year Ended as Percentage
October 31 Total Production Extra Long Medium Long lHedium August 31 Exports Consumption o

('000 Tons) (Y ('000 Tons) ('000 Tons) (M)

1950 381.9 33.7 12.4 44.5 1951 288.7 60.7 21.0

1951 362.8 38.6 15.4 43.1 1952 261.5 65,4 25,o

1975 44508 45.0 13 4 39 5 1953 319.0 6&o7 2'I,

1953 318.2 34.6 27.3 35.8 1954 324e5 73o? 2206
1954 348.0 33.1 25.6 39.0 1955 247.1 32.5
1955 334.1 35.8 18.8 42.9 1956 292a5 I7.1 29.8

1956 324.8 41.0 18.2 38.5 1957 230.9 90.7 39,3

1957 405,3 45.3 12.7 39.8 1958 254.5 97.4 38.3
1958 445.9 58.6 7.8 31,3 1959 327.3 106.2 32.4

1959 457.2 51.1 15,0 31,8 1960 381.8 109,4L 2857

1960 478.2 47.4 22.2 28.5 1962. 337.0 1?1.3 36.0

1961 335.7 41.2 24.7 31.7 1962 ??9,4 135.2 5809
1962 457.) 50.3 22.5 25,7 1963 303.0 135.5 44.7
1963 441.7 46.6 22,9 28,9 19614 291,8 139.3 47,7
1964 504.1 45.8 24.5 28.1 1965 312.2 153.0 4-L7
1965 520,1 43.4 25.9 29.1 1966 ____7 16098 470

1966 454.9 40 21,3 36.5 1967 302.2 175.8 58,2
1967 436,6 38&1 24.7 35.2

Source: Central Agencv for Public I4obi.lIzation and Statistics.



Table 39 : FOOD CONSUMPTIO1N PER CAPITA PER DAY BY CONMDITY
GROUP IN SELECTED RECENT YEARS

1950-51 /1 1955-56 /1 1965-66 /2
Group

Grams Grams Grams

Cereals 469 510 551

Other Starch Foods 19 18 30

Sugar and Syrups 40 48 54

Pulses, Nuts, Seeds 27 32 34

Vegetables (fresh) 9)4 178 2)47

Fruits 91 180 138

Meats 25 37 29

Eggs 2 3 4

Fish 10 17 9

Milk & Milk Products 165 162 1?2

Vegetable Oils 10 11 19

/1 Source I U.AORo, The Journal of the EgYPtian Public Ilealti Association,
Vol. ZXXV, No. 3, 1960 (Inail Abdou, Nutrition Problems in the Egyptian
Region).

/2 Source IIinistry of Agriculture, Food Balance Sheet 1965-.966, April, 1968.



Table 40: INDOETRIAL PRODUCTION INDEX NUMTBERS

(19159 = 100)

T1 SIC Econcmic Acti Lities 1961 1961 1962 1963 lSt, 1965 1966 1967

Mining and quarrying 107.5 1285 6 139 .2 172.l 271 >8 213 It 2'85. 229. 6
12 Metal mining 99.2 TT7IT 130.0 11111. `126 105.6 91.7
13 Cmrde petroleum & Natural

Gas 106.1 12i. 2 1l,7.1) 191.7 21J.7 228.,6 267.8 2)i6.2)
164 Stone quarrying, clay &

sand pits 110.6 IlL.7 132.8 136.5 159.8 171.1 187.1 200.3
15 Salt mining 130.7 95.6 94.5 1161.5 172.6 157.0 170.8 192.6
19 Other Non-metallic mining &

quarrying 106.3 189.8 123.4 96.5 162.1 284.2 232.7 256.8

2-3 Manufacturing Industries 116.1 166t .3 176,.2 228.9 261.6 276.6 26L.9 2Lb9. 9
20 Food, Manuf.Industries 837.7 117 TT77 T3.9 129.t 138.0C 119.9 120.2
21 Beverage Industries 95.5 125.2 137.0 167.3 169.2 204.9 230.1 182.1
22 Tobacco Industries 112.1 125.8 1h7.1 158.5 17L. 191 .6 201.1 211.0
2 3 Spinning & Weaving 125. 5 1LO.5 166.6 1111.8 169.2 162.3 159.3 1 65.6
21 Industries Manuf. of Foot

wear, Other Wearing apparel
& made up textile goods 108.95 209.2 251.9 2511.7 262.2 300.1 279.8 278.1

25 Wood, rattan bamboo & cork 114.9 308.6 323.6 576.9 1267.2 1137.5 992.3 610.f6
26 Furniture and Fixtu'res 93.8 71.6 90.9 105.8 106.9 114.1 119.-6 103. 3
27 Paper and articles of paper 110.6 1614.1 612.06 1!39.7 516.):. 561.2 61L.6 562.1
28 Printing & allied Industries 103.1 121.9 159.11 293.8 281.3 268.8 21!0.6 159.1
29 Leather & leather products 100.5 94.5 145.2 1)66.3 161.61 202.6 210.9 215.f6
30 Rubber products 109.7 139.8 153.2 190.1 18o.1 180.9 169.1 168.5
31 Chemicals & chemical 123.3 183.9 l66.2 25b.3 3214.0 L!10.7 b 55.2 387.3

products
32 Product of petroleur. & coal 122.1 136.6 138.2 1616.6 218.9 165.1 167.0 162.)
33 f4anuf. of non-metallic

mineral prodcctJs 88.6 117.6 131,.3 176.0 15L.5 173.2 213.8 183.6
314 Basic metal industries 159.8 222.7 258.8 273.9 273.2 270.6 364.5 295.9)
35 Metal products 91.2 117.3 135.0 16O.6 153.3 190.1 216.2 2516.
36 Manuf. & Rep. of non-

electrical machines 275.3 412.3 769.4 1603.6 146c6.8 13946.4 1079.9 1187.2
37 Manuf. & Rep. of electrical

machines 129.1 2619.3 302,6 585.2 739.0 686.6 699.5 703.0
38 Transport equipment &

supplies 158.8 2h 1.5 619.6 669.8 815.8 711.0 6614.6 6ll.6
39 Manuf. Industries not else-

where classified 112.7 154.0 395.7 4916.9 858..5 983.3 980.3 732.8

Electricity, Gas, Water & Sani-
tary Services 126.1 170.)J 193.4 209.8 2LO.3 257.6 277.3 282.8
51 Electricity, Gas & Steam

Production & distribution 1261.1 17 0.4 193.4 209.3 260.3 257 .6 277.3 282.3

General Total 116.2 165.4 173.6 226.2 260.8 271.2 262.9 248.9

Source: Central Agency for Public Mobilization and Statis-Lics



Table 41h TIHE VALUE OF INDUSTRIAL OUTPUT

(SE million - At Current Prices)

Sector 1952 1960 1965 1966 1967

Petroleum Industries 34.2 66.4 101.1 103.2 99.7

IPdining 3a6 7.5 10.9 12.1 11.9

Chemicals & Pharmaceuticals 20.5 49.1 140.0 142.2 139.1

Food Industries 122.3 177.1 285.4 308.7 342.5

Engineering & Electric
Industries 30.1 80.9 160o0 155.6 150.0

Building Material Industries 8.4 20O0 30.8 34.6 29.3

Spinning &- Weaving Industries 84.6 230.5 357.8 ,83.4 389.1

Electric Energy 10.1 29.4 54.7 48.4 60.1

TOTAL 313.8 660.9 1140.7 1].88.2 1221.7

Note: The table does not include the production of Government factories, military
factories (military production), cotton ginning, flour mLills and bakeries,
tea packing, printing and publication.

Source: Central Agency for Public M4obilization & Statistics



Table 42: •--1CTIUCITY 1960/61 - 1967/68

teax Installed Power Mel. Net Generated Energy Net Peak
_ _ _ _illion I.W.H. Load

Hydraulic Thenaal Tctt,al Rydraulic Thermal Total IK,W0

1960/61 345 1219 1iL 627 2504 3131 641

1961/62 345 130C 1653, 1083 2779 3862 680

1962/63 345 1308 l61t3 1115 3065 4180 750

1963/64 345 1308 1653 1446 3317 4763 822

1964/65 345 1283 1628 1606 3560 5166 854

1965/66 345 148? 13:27 1773 3904 5677 931

1966/67 345 1554 1399 1806 4154 5960 945

1967/68 1045 1701 27,46 2446 3753 6190 1000

Note: 1) Data of yrear 1967/68, estimated regardina Met Peak Load, and includes
IHigh Dxi. Electric 'Power.

2) The above mentioned data include Power stations belongming to The
General Electricity Corporation, Industrial 1,irms mnd Municipal
Boards.

Source: The Ministr of Economr and Foreign Trade



Table 43: PRODUCTION, EXPORTS, A1ID IIPORTS OF COTTON YARN

(In Thousand Tons)

Year Production Exports Imports Local
Consumption

Average 1950/51 - 1954/55 7.7 0.1

Average 1955/56 - 1959/60 12.0 0.1

1960/61 102.0 19.4 - 82.6

1961/62 U11.0 21.1 - 89.9

1962/63 121.0 20.8 _ 100.2

1963/64 123.0 31.6 - 91.4

1964/65 131.0 33.1 - 97.9

Average 1960/61 - 1964/65 117.6 25.? - 92.4

1965/66 139.0 40.0 - 99.0

1966/67 148.0 42.4 - 105.6

Source: The Ministry of Planning



Table44 : PRODUCTIONT, EKORTS AND I1I0RTS OF COTION FABRICS

(In Thousand Tons)

Year Production Exports Imports Local
Constuption

Average 1950/5L. - 1.1 2.3

Average 1955/59 -- 4.4 0.2

1960/61 64.0 11.9 L. 1. 53,?'?

1961/62 73.0 J3.8 2.9 62,,1

1962/63 79.0 13.3 0. 2 65 .9

1963/64 80.0 14.1 0.? 66.1

19614/65 8.0 ]14 -- 73.6

Average 1960/61 - 1964/65 76.8 13.5 009 64.2

1965/66 80.0 12.2 -- 67.8

1966/67 85.0 17.1 -- 67.9

Source: The Ministry of Planning



4~ ~ ~ ~ ~~al 45

T,ablle 45$: PRODLUCTION AND OONSUM4?TION OF CO1MUERCIAL FERTILIZERS

(in thouFand tons)

1955 1956 -1957 195- 1959 19-59-60 1960-61 1961-62 1969-63 1963-64 1964-65 1965-66 1966-67 1967-65-

P roduction
Nitrogenous /1 244 590 76? 692 931 947 1,011 1,075
Pho sphatic /2 175 185 171 158 175 260 260 262

Consumnption
Nitrogenous /1 734 655 849 836 993 1,100 1,_66 1,235 1,353 1,463 1,631 1,805 1,701
Phosphatic /5 137 157 177 177 175 210 218 249 257 268 °93 345 236
Fotassic /3 1.3 1 7 3.7 5.1 4.3 2.? 2.0 1.7 105 9.4 3e5

/1 15550 NT throug,h 1959-60, and 155 o th Uhereafter.
72 15% pVS
D 4 8'5- K

Source: I'iinistrr of Dricft>e, 3ureau of Agricultural Economics and Statistics.



Table 46: PRODUCTION OF CHUDE OIL

(Quantities in 1000 Tons)

Year Sinai. Other Total Foreign Local
Fields Share Share

1964/65 5,045 1,288 6,337 -- 6,337

1965/66 1, 896 1,540 6,436 -- 6,436

1966/67 4,406 1,933 6,339 220 6,117

1967/68 -- 5,701 iLO-l i,943 35758

1968/69 (estimate) -- 11,737 11,737 4,097 7,640

1969/70 (estimate) -- 14,99o 14,990 T,,320 5,670

1970/71 (estimate) 3,25C -22,430 25,630 8,400 17,230

1971/72 (estimate) 2 0 24,66o 276480 9,420 18,060

1972/73 (estimate) 2,37C 26,190 28,490 10,120 13,370

1973/74 (estimate) 2,00C 28,070 30,070 10,990 19,080

1974/75 (estimate) 1,730 33,940 35,670 13,490 22,180

Source: The General Organization for Petroleum



Table 47: QUANTITY & VALUE OF LOCAL CONSUMPTION OF PETIWLEUX
PRODUCTS (VALUED AT II'F'ORT PRICES)

Production
Year Quantity Value Quantity

(1000 Tons) (1000 Pounds) (1000 Tons)

1964/65 5,548 42,143 7,842

1965/66 6,001 46,411 7,915

1966/67 6,674 51,842 8,106

1967/68 5,668 42,77? 5,o59/l

1963/69 (estimate) 5,999 48,432 6,643

1969/70 (estimate) 6,274 51,385 6,889

1970/71 (estimate) 7,725 51,506 8,027

1971/72 (estimate) 8,148 62,694 8,256

1972/73 (estimate) 8,595 65,920 8,939

1973/74 (estimate) 9,074 69,757 9,386

1974/75 (estimate) 9,584 73,641 9,794

/1 Including Aden.

Source: The General Organization for Petroleum



Table 48: TOURIST NIGHTS 1962 - JAN./NO-JV. 1968
(In thousands)

YEAR ARABS EUUROPEANS AI'ERICANS OTEERS TOTAL

1962 1,96308 1,349.1 303j1 550-.' 4,166-5

1963 1,869.2 1,311.3 434.L 608.5 14,223,4

1964 3,856.2 1,986.2 426.0 755.9 7,024.3

1965 7,o67.7 2,327.7 394.9 610.5 10,400.8

1966 6.439.3 2*326.8 423.7 593.7 9,7831L

1967 3o959.6 1,597P.. 395.6 417 5 6,369,6

Jan/Sept 1968 2631.2 464.7 87.0 135.2 3,320.0

Jan/Nov 1968 4,0144.6

Source: The 1i;nitry of Tourism



Table 49: CENTRAL GOVEBRIMNT - CURRIFk]T RFVENIUE

(LE million)

1963/64 1564/65 1965/66 1966/67 1967/68 1968/69
Prov. Est.

Tax Revenues 271.9 317.3 341.8 348.2 341.2 360.5

Taxes on immovable rproperty 7.6 6.7 7.1 8.7 11.0 18.9
Personal income taxes 14.5 16.9 18.4 21.2 21.6 26.2
Business Profit Taxes 32.8 53.8 70.5 88.9 68.3 67.7
Estate and Succession Duties 3.6 2.0 2.1 2.1 2.2 2.1
Excise and Consumption Duties 4l9.6 48.5 45.9 44.4 51.1 49.3
u,ustom Duties 144.3 164.5 172.2 154.2 144.5 151.2
Sta,,nD Duties 11.0 14.3 17.0 16.4 26.2 28.8
Other 8.5 10.6 8.6 12.3 16.3 16.3

on-Tax Rtevenues 97.0 113.0 131.9 17'.- 3 173.4 165.4
Services Revenues 43.4 36.9 54.1 6:3.7 17.5 22.9
Miscellaneous and extraordinary

receipts 53.6 76.1 77.8 11J3.6 155.9 142.5/1

Total 368.9 430.3 473.7 5215.5 514.6 525.9

'1 Profits of the Ministry of Supply are no longer included. See footno-te 5 to Table 51.

Source: Ministry of the Treasury



Tabio- ,0o .iPAL GOVSRTISL2TT - CUIiAiENT-2 BXI½IliIiiT{

(LE million)

196a 3/64 lt6 4/65 196•/ 66 1966/ 7 1967/"8 1968/a 7
Prov. Est.

Jrcanizational Services 238.6 278.4 301.4 269. 5 325.6 359.6
.>n.,lse 176.3 213.5 23P.OA lA8L8. 1. 258.0/2 278.

*(urity anid Justice 37.3 39.1 141.0 !O.. , 143.2 49.7
Pt r r;24.) 25.8 25.14 2)4.7 2h4., 31.C

Soc.al and HEconomic Servicos 177.C, 1.99.5 226.6 22'2. 225.9 253. L

fh.griculture 9,7 11.2 11.lx 4 1-1.6 -15.0 19.3
i.rrigation and Drainage 14.1 13.8 16.8 177.2 18.6 22.1
i.'iucation 82.0 91.7 90.0 99.2 103.1 116.'

Health 20.9 214.2 23.3 2r8.97 31.7 34.59
.ransport and Communications 10.2 9.3 9.7 7.5 3.4 7.'9

tLure and Entertainment 11.2 12.3 12.2 10.1 12.3 10.E
Others 29.4 37.0 63.2 48.0 141.8 41.59

Debt S_rvice 28.7 35.2 .405 59.3 18.214 12.7

Pern-ions and Other Remunerations 15.8 17.6 19.6 20.2 21.1 214.

0os- of Living Subsidies 32.4 45.0 51.3 146.;2 41.0 8.1. /.

ub -Total 1492.9 575.7 639.1 5•98.0 631.8 658.,

Se,- e-ment of Arrears - - 45.7 65.o _ _

GRAND TOTAL 492.9 577.7 684.8 663.0 631.8 658.3

Ll Includes LE 60 million which the official figures classify under "Settlement of Arrears"1

/2 Includes LE 60 million for "emergency appropriations" wdhich the official figures classifW'
mnder "Othersn,.

L3 Includes a large amount of "emergency appropriations" (estimated by the mission at LE 100
mnillion) which is financed through the so-called Emergency Fund

/4 ITo longer includes repayment of principal, as in the past.

Only the net result of the operations of the lfinistry of Supply is now reported. Total
subsidies are estimated at LB 33.1 million as against profits of LB 25 million.

Sonrce: Ministry of the Treasury



Table 51l: IVESTMEIT IN THE PUBLIC SECTOR

(LE million)

1963/64 1964/65 1965/66 1966/67 1967/68 1968/69
Prov. Est.

Business Budget

Agriculture 48.6 43.2 49.1 47.5 33.0 32.3

Electricity 18.8 19.8 27.4 24.2 20.3 37.7

High Dam 62.9 47.8 59.8 57.2 46.o 31.7

Industry 109.8 80.2 63.8 41.5 42.5 112.7

Transport and Communications 20.2 20.3 22.8 14.6 21.9 32.6

Suez Canal 5.6 7.1 5.3 8.o - -

Housing and Public Utilities 16.5 12.8 16.4 13.2 5.0 5.7

Health 2.1 1.1 1.9 1.6 1.0 0.7

Culture and Tourism 11.7 9.2 6.1 2.15 1.7 3.5

Supply and Storage 2.8 3.1 5.1 2.14 2.4 5.5

Financial annd ComTmrcial Services 3.3 2.2 2.1 1.3 0.8 1.9

Unsprecified Allocations - - - 13.6 i3.8

Sub-Total 302.3 2)h6.8 259.8 228.6 188.2 260.1

Services Budget/l 67.1 47, 4 40A4 42.6 30.6/2 51.8

TOTAL 369.4 294.2 300.2 271.2 218.8 311.9

/1 Includirn investment expenditure of governatorates

/2 This includes "unclassified" investment for LE 24.7 million

;ource: Ministry of the Treasury



Table 2 GROS5 (PUBJ LI PI RIVATE) INESTIJ3IT ITI AGRTCUL`-T %T I T CN tKi'TT PRICES

( -hE 1,1<ill ions)

Irrigation Total Mational ercent
Year Agriculture '- Drainage Combined High Dam. 1rves1;:;,-,ent Col (c) of (e)

(a) (b) -() (.) 

1959-6o i6,7 6 25.3 4.2 171.4 1.8
196o-6i 16.6 1-4.8 31.4 6.8 92°.6 13.9
1961-62 17.8 19.7 37.5 11?4 951.1 14.9
1962-63 20.6 29.2 !i9-8 24.0 299.6 16.6
196314 30.9 36.14 67.3 314.8 372.14 1&.1
196L-65 32.5 37.9 70,4 18.*6 364-3 ] .3
1965-66 30.7 32.6! 63-3 19.0 3'3.8 16w
1966-67 31.3 34.14 6.> 7 16.5 365.8 13it c
1967-68 4 9.9
1968-69 (Estimate) 214.6 28.8 5)314 9s5

Source: Compilation on the basis of data from B. Hansers, Planning and Ecornonic Growdtath in
teAR_Et) 1960-65 in Egypt Since the ReLolution of Planing,. ,~ ~~~~~~~~~n



Table 53: DISTRIBUTION OF PUBLIC INVESTMENT IN AGRICULTURE

(L.E. Million)

1960-61 1961-62 1962-63 1963-64 1964-65 1965-66 1966-67 1967-65 1968-69 Total Percent

Yield-Increasing
Crops 4.0 3.8 4.0 5.6 6.2 7.4 3.3 1.3 4.4 40.0 8.3 %
Livestock 1.3 1.4 1.0 1.8 2.4 2.5 3.2 2.3 1.5 17.4 3.6
Subtotal (5.3) (5.2) (5.0) (7.4) (8.6) (9.9) (6.5) (3.6) (5.9) (57.4) (11.9)

Irrigation and Drainage 11.7 11.9 14.5 9.7 9.6 5.2 9.4 6.9 8.8 87.7 18.3
Subtotal (17.0) (17.1) (19-5) (17.1) (18.2) (15.1) (15.9) (10.5) (14.7) (145.1) ( 30.2)

Area-Increasing
Reclamation (Construction) 12.7 21.8 21.1 39.1 44.7 49.4 42.4 32.6 31.7 295.5 61.7
Reclamation (Farming

development) 0.2 1.5 2.5 3.0 3.2 3.0 7.4 7.3 10.5 38.6 8.0
Subtotal (12.9) (23-3) (23.6) (42.1) (47.9) (52-4) (49-8) (39.9) (42.2) (334-1) (69.7)

TOTAL 29.9 40.4 43.1 59.2 66.1 67.5 65.7 50.4 56.9 479.2 100.0

Source: Compilation on the basis of data from the Ministries of Agriculture, Irrigation and Land Reclamation.



Tai,le 54: FACTORS AFFECTING LIUIDITY,±'.. Y SUPPTZ °: ̂U+h-1-102LY

(Revised Figures)

(LE M:illions)

196?/63 1963/64 1964/65 1965/66 1966/67 June June/ June/
1967/68 Nov. 1967 Nov0 1968

Honey 3apply 15.9 94.4 60.1 6?.? 1.5 -19.5 36.1 80.1
Quasi Money 43.8 30.6 19.5 16.7 16.3 11.3 - 7.0 - 1.1

TOTAL 79 . 7 1TT5.0 79. 6 277iF ?9.1 79.O

1. Foreign Assets (net) -36.6 -15.1 L.2 -30.6 -19.4 -51.0 -65.o -21.2
2. Claims on Government (net) 50.0 138e2 31.3 .__7_ 74.1 28.2 23.1

Claims on Government (gross) 65,82 /7' v 105.5 77.1 4? 09 3299 21.7
Government Depositb 5.9 -26.2 -35 17.0 '7 -11.? - Ox,2 Q 6
Counterpart Funds -21.7 -17.8 1.3 -10.0 - 7.7 3.5 0.1 - 5,2

3. Claims on Non-Government Sector 42.1 6.9 17.6 6.0 -21.9 99.6 69.4 83.0
Claims on Bpecialized Banks 16.4 8.0 20.? 1.3 -35 5. - 9.7 -17.2
Claims on other non-Government 25.7 - 1.1 _ 2.6 4.7 3.6 P4.3 79.1 100.2

4. Other factors 4.2 - 5.0 19.5 - 9.0 -22.0 5.0 - 01 - 5.9
Unclassified Assets 3.9 -T.J - 0.7 (.9 16.9 -2.7
Unclassified Liabilities -13.3 -10.9 - 0.2 13.3 8.4 - 3.2 - 9,7 - 3.5
Float 5.6 3.8 4.0 0.5 -94 8 1.3 - 1.5 3.3
Capital accounts -3.9 - 2.0 6.2 -16.7 - 4.9 - 9.5 - .8 - 3.0

5. Total Credit Expansion 2 +- 3 + 4 96.3 140.1 68.4 109.5 30.2 42.8 94.1 100.2
Changes in cotton financing
outstanding ( - increase) -17.6 4.6 _ 0.1 5.4 11.6 2.0 -73,0 -79.4

6. Credit Expansion adjusted for
cotton financing 76.7 u68. u14. 41.& 9

Source: The Central Bank of Egypt.



Table 55*: COST OF LIVING AND WHOLESALE PRICES

(1939 - 100)

Cost of Tiving General Wholesale Industrial Products
Index Price Tndex FoodEtuffs and Materials__

December 1962 296 420 403 438
December 1963 302 425 403 448
December 1964 339 453 LU5 462
July 1965 353 7h4 48 h71
December 1965 377 490 459 480
July 1966 390 506 529 )iA8L
December 1966 391b 526 598 485
July 1967 388 551 624 h85
December 1967 392 553 618 49)
July 1968 381 517 538 b97

Source: Central Agency for Public Mobilization and Statistics



Table 56: WHOLESALE AND RETTAIL HRIC'ES OF 6EDHrECD COMUDITIES

D E C E M B E R
I T E M S UNIT 1963 1964 1965 1966 1967

A. WHOLESAL5 P,RICES
(In Egyptian Pounds)

Wheat flour (extract 82%) 100 kg. 3.48 3.49 3.49 3.39 3.39
Rice bleached 100 kg. 3,03 3,03 3,03 7,30 7.58
Maize 100 kg. 3e63 3.64 3.36 4.67 5.03
Beans (whole) 155 kg. 8.73 7e71 6o63 8o12 8o60
W0oollen textles (in-perial) Meter 3J13 3.13 3,53 3.64 3.64
Cotton, ginned (I4enoufi/good) 50 kg. 1,40o 15.50 15.50 15,50 16010
Sugar (granulated) 45 kg. 4.10 4.55 5.04 5,04 5004
Tobacco (Hemmyx Jyrian) kg. -- -- 7.61 7.61
Tea (India, unpacked) kg. 1.04 1.04 1.04 1.45 2O?6
Coffee beans (of Yemen, crible) 45 kg. 37062 37,6? 37.62 37.62 37.62
Kerone (V6 1-itrp) Two tins -- -- -- O0D .90
Coal (cardiif'f) Ton o37-- L1tX --
Fertilizers (nitrate of soda natural) Ton 23.75• 2375 23.75 23.75 23975
Diesel Ton 12.90 12.90 12.90 15.20 15209
Benzine (36 litre) Two tins 1.7? 1.7? 1.7? 1072 1.72
Mazout Oil Ton 6.90 6D90 6.90 7.50 7.50
Solar oil Ton 13,07 13.07 13,07 13O07 15.70

B. RETAIL PRICES
(In Piasters: 100 Piasters = LE 1)

Mutton (baladi) kg. )8.0 53.0 63.8 59,0 47.3
Beef (baladi) kg. 9235 4003 53.8 55,3 47.6
Fish (Bolti) kg. 15.0 20.8 27,2 26,1 23.4
Eggs Ten 12.0 13.0 15,0 15,0 15.0
Fresh butter kg. 43.8 5309 6004 66.7 55,8
Melted butter kg. 57.6 69.7 8004 8307 74,6
Local cheese kg. ?4.8 28.6 3406 36,1 3509
Potatoes (baladi) kg. 2,7 3,0 4?2 4.7 4.7
Onions kg. 1.3 2.7 3.9 4.8 4076.8 6. . 7.0 8.3Beans (whole) j g6
Bananas kg. 8.8 9.3 100O 1(02 10,2
Dates dry kg. 8,5 9.1 11,4 12,9 1203
Electricity Kwh 3.0 3,0 3,0 3.0 3.0
Soap, olive oil Pi.e. ?25 mns. 6.0 $0 6,0 6,0 700.~~m Po,' 1 ~nr~v,-~- oc'~ iflfl ~6n0 6A 6.o 6.ii7Soure; for Av Ic u Pil izatin and !, &a t C_

Sore eda gnyfrPbi oi ainad S ta-c. s ,cs 



Table 57; PRICES PAID BY FARIERS FOR SELECTED INPUTS
IN fECENT YEARS

Price
Item Definition Unit L.E.

Fertilizers /1, /2
Anmoniurn Sulphate 21% N 100 kg 2.9
Calcium Nitrate 26% N 3.58
Urea (46% N) 46% N 6.4
Superphosphate 15%P2o, 1.35
Potassium Sulphate 48-59%t° 2.6

Pesticides (in 1966)
Deptrix 1.?5 kg 1.68
Sevin 1 kg 1.34
ilalathion It 1.19
Zinc Phosphate _? 0.485
DDT 50% "1 0.?84
aulphur 50 kg 2.965
Andrine L9.5% Liter 0.210
Lindane "I 0.105
Kalthine Oil i 0.53
Cobravit ?2 kg 12.0
Ikatin Liter 1.06

Machinery Services (in 1968)
Thresh /3 Hour 0.45
Pllw plus Harrow /3 Acre 1.90

Seed (in 1968)
Comn Hybrid 150 kg 7

Open if 5
Wheat 6
hice 1?0 kg 3
Cotton " 1.8

IK1achinery (in 1968) /4
Tractor Diesel 50 HP 1,500
Cultivator 9-tin 1?5-140
Disc Harrow One-wa-y 12 9OO
Land Leveller 12 ft. 200-240

/1 1965 through 1966. Prices have not changed during this period.
77 Prices CIF Alexandria for fertilizers were:

U.S.$ per MloT. L.E. per 100 kg
Ammoniun Sulphate (20.6%N): 1966-67 3F-44 1.65-1.91

1967-68 30-35 1.30-1.52
Calcium Ammonium Nitrate (26%N): 1966-67 51 2.22

1967-68 42-45 1.83-1.96
Potassium Sulphate (48%K2o),: 1966-67 85 3.70

1967-68 70-83 3.04-3.61
/3 These are cooperative society rates. Private operators quote up to 50 percent

higher.
/ Customs duties are 21 percent value cif on crawler tractors and 11 percent on wheel

tractors. Cooperative societies are not required to pay these charges.

Source: Compilation on the basis of the findings of the mission.



Tl: : PRICES] AT' 1(TDTCII STAPLE FOODS TAVE BEEN MADE

AVATLABITE TO TIE FUOD TPLDE BY TIT, GENEI2AL OPGAN:[ZATION
FOR SUPPLY

(1,,cEE per ton)

ITE 1 -7756/6 1966/67 196 7/

WTheat 303) 3 31
Flour (extra) 46 46 28
haize 6 26 33 33
LenUli1is 7>6 76 76 80
L:e saxale (Upper iS7pt) (j 107 107 107
be same (.Sharbia) 0
Eidible Oil (rationed) l50 11 50 50
:,(Lible Oil (factoryr) 10 100 100 100
Loap fats (solid) 1'3 123 123 123
Soap fats (in containers) 130 130 130 130
Edible fats 180 10 9209
SLugar (rationed) 66 66 66 to 70 70
Sugar (free) 138 160 160 160
Tea (Indian/Chinese/Turki sh) l,111l l,1 4 1 1,166 1,166
Tea (Yacout Indian) 1,L19 L4 4 9 2 26 3 2.,263
Tea (Ceylon) 1,82 2 1,82 2 2,770 2,778
Tea (Extra) 2,536 2,536 45036 4,036
Coffee (Brazilian) 6.7h 674 674 671.
Soffee (femenese) 1814 814 0

Source: The General Organization :.,;r SuppJr,v



Table 59: INVENTOHY OF TIE, GENERAL, (ThGMJIZATION FOR SUPPLY

(As at June 30 - Tonis)

Commodity 1965/66 1966/67 1967/68 19678/69

WJheat 268,916 181,000 414l,0(00 400,000

Flour Extra 199,001 56,094 185,0(0 100,000

Maize --- 37,768 155,18? ---

Lentils 6,018 9,767

Sesame 2,386 4,,703

Ledible Oil ?h4,000 34,0() 45,0()0 )11,00

Soap Fats 1,0CO ,$(00 4, 693 3,000

;dible Fat s o,5 L,600 3,970 1, 000

Si2gar ?18,300 930,700 ?27,4(0 296,300

Tea 9,70 7,500 2,200 10,500

Toffee 0,900 1,O)5 0,575 1,559

$3oijrce: The Geineral Organization for Supply



Table FO: CA SI ASH G 1 . LOSSE r CBOYIOFI IT sru U ITA2 FOoQ,
S'J?'PLh'.Y API]D 22.1 2X> :)'l'tL2zArIOI., 1967-IT6 APIID 1903-69

-) _ 1,AD 7 - 9 C 9

I1em t ib lana tion L, E .ThonisnZIQ Exoplana-ion .E .Tl.ousancl
(Ton s) Tons_

A. Losses
-ATheat 1,660,000 /lL 18,639 1,540,000 /1 13,675
Flour 51L4,00 J, )I 4,750
Maize 13•5000 71 1,0413 200,000 /1 1,:L98
Lentils 1i,0 00 5! 0 17,000 7 1,085
Oils 58000) 7i 3365 53,000 7 8,943
Sesame 15,000 71 5?2
Beans & Lentils Local 591 Local. 676
Sugar 209,000 /2 3,31 2103,0G0 j/9 )
Sugar /3 6-9 ) 6,103 /A
Sugarcane Price differe::i;ial 1,047 )
_Pjnels cc cows currency premium /1 276 Currency prenium,/l 276
--I.ic0e O Trarsnori tL10

TOTAL 35,356 /8 32,106 /9

B. Gains
Oils 13,100 216
Oils 365000 /5 4,321 3, 99
Cottornseed ,200 zrdeb/6 2 046 
Tea 23,570 6,533 24,000 T. 6,998
C'offee 4,500 625 5,000 T. 869
Sugar 170gOOO lS0,5 224L,000 - 11,432
Flour 600,000 T. 298?

TOTAL 32,699 26,72 /A)

C. *Other Charges
Reserve /7 144 /7 607
Operating Expenses 900

TOTAL 1, oA607

B-A-C 3,708 6,441

/1 impor-ed
/2 Rationed
7 Containers and storage
7 Includes cost of guards
73 Unrationed Distribution
7 Distribution
77 For sindij losses.
7 This figure is carried as 39,956 in the source document. Presumably the error is

arithmetic.
/9 This figure is carried as 32,605 in source document. Presumably arithmetic error.
7IOtnrongly added in source document.

Source: The General Organization for japply



Table 61: BAIANCE OF PAYTEzNTS 1962/63 - 1967/68

(LE million)

1962/63 1963/64 1964/65 1965/66 1966/67 1967/68

Current Account
Exports 199,7 243.1 244.8 251.0 263.9 253.4
Suez Canal receipts 69.8 74.4 82e8 90.6 95.2 -
Travel and other receipts 38.4 43.7 54.6 44.1 59.8 44.1
Other receipts 22.5 17.2 16.9 24.7 19.9 15.2

TOTAL 330.4 378.4 399.1 410.4 438.8 312.7

Imports 367.0 429.3 394o0 423,? 414.4 386.8
Interests and dividends 11.7 14.1 14.7 15.9 19.0 16.4
Government expenditure 26e4 27.1 35.3 38.8 35.7 25.5
Other expenditures 40e5 48.6 42.1 49.1 49.0 38,7

TOTAL 445.6 519.1 486.1 527.0 518.1 467.4

Balance -115e2 -140o7 - 87e0 -116.6 - 79.3 -154.7

Capital Account
Grants and local currency loans 56.0 63.0 49.7 32.0 8.9 -
Foreign currency loans and other receipts 51.1 103.7 111.8 121.1 154.6 17206

Total receipts 107.1 166.7 161.5 153.1 163.5 172,6

Debt amortization and other payxents - 27,2 - 63.5 - 86.5 - 51.7 - 646 - 68.8

Balance - 79e9 -103.2 - 75.0 101.4 98,9 103.8

Financial Balance - 35.3 - 37.5 - 12.0 - 15.? 19.6 - 50°9

Foreign exchange reserves /i - 19.7 - 0.8 - 15.1 - 259.5 26.3 - 35.0
IMF /2 - 7,0 - 8.1 - 0.9 1I1 10.8 - 3.5
Non-resident accounts /3 - 8.4 - 23.9 7.0 15.5 - 16.0 - 14.6
Errors and omissions - 0.2 - 4.7 - 3.0 - 2.3 _ 1,5 2.2

/1 MLinus signs indicate decrease in assets
72 Net use of resources; minus signs indicate drawings
75 Net change; minus signs indicate increase in UAR liabilities

Source: Central Bank of Egypt



Table 62- BALANiCES ON CLEARING AND OTEH[R ACCOUNTS (PATYKNTS AGREENT3)

tv,million)

________________________ 311i27~TTh'31/68 30/6/78 30 ..7 ...... 370-7/71-g-

Bilateral Accounts
Albania - 0.1 - 0. 2 - 0.2 - 0,2 - 0.2
Algeria + 1.2 1.2 + 1.5 + 0.9 1.6
BLlgaria - 08- 1.5 - 0.6 - 0.6 1.:3
Cameroon . 0.1 - - -

Ceylon -0.2 -0.3 - 0.3 - 0.7 -0.7
China - 6.8 6.3 - 5.4 - 6.3 - 7.0
Cuba -0.6 O.11 4 + 0.7 .+. 0.3
C7echoslovakia 4 1.7 - 1.7 + 1.8 + 1.3 - 1. 9
Denmar-k- - 0.1 - 0.1 - 0. I 0.1
E. Germnany - 2.1 - 1.5 - 1.3 - 2.0 - 2.7
Ghlana + 0.2 t 0.3 0.3 t 0.5 t 0.6
Greece - 2,1 - 1.9 - 1.7 - 2.3 - 3.3
Guinea + 1.8 + 1.8 ± 1.8 + 1.9 t 1.9
Hungary + 0.2 + 1,1 * 1.1 + 0.9 - o.4
Incia - 6.7 -6.9 -2.6 + 1.7 + 0.3
Indonesia t 0.7 + 1,0 + 1.0 + 1.0 + 1.0
Iraq - 0.2 - 0.2 + 1.0 t1.5
N. Korea + 0.1 - - - 0.2 - 0.2
Lebanon - 0.1 - 0.8 - 0.8 - 0.6 - 0.6
Iibya + 0.7 + 0.6 + 0.7 i C).2 4- 0.2
Meli + 4.9 + 5.4 + 5.4 + 5.2 + 5.2
Morocco - o.4 - 0.4 - 0.3 - 0.3 - 0.3
Poland - 2.6 - 1.8 - 0,5 - 0.8 - 0.6
:Munania - 6.5 - .7 - )4,5 - 5.1 - 1.7
Saudi Arabia - 1.3 - 1.3 - 1.2 - 1L.2 - 1.0
Somalia - 0.9 - 0.7 - 0.6 - 0.5 - 0.5
Spain - 6.2 -. - 5.9 - 6.8 - 6.4
Sudan - 4.5 -4.7 - 4.A 3. - 3.6
Switzerland - o.h -- 0.5 - 0,i. O).44 - 0.3
Syria - 4.0 - 3.6 - 4.2 - 4.18 - 4.9
Tunisia - 0.1 -- 0.1 - 0.1 - 0.1 - 0.1
U.S.S.R. -30.7 -.32.0 -35.59 -0 . -33.0
Vietnam - - - 0.1 - 0.1.
Yemen -16.8 --16.6 -16.5 -16.5 -16.4
Yugoslavia - 2.4 -- 2.0 - 2.6 - 3. 9 - 4.,)4

TOTAL -90.1 -82.2 75.0 -8:2.9 -78. 2

Other Accounts/l
France - 1.8 *- 1.3 - 2.8 - 2,3 - 2,,3
Italy -29.7 -29.8 -30.9 -30.6 -36.5
Saudi Arabia - 0.2 - 0.2 - 0.1 - 0.3. -
Syria + 2.3 . 2.3 + 2.3 + 2.3 + 2.3
Turkey - 1.1 - 1.4 - 1.4 - 1.3 - ,,1
U.K. - 0.7 0.1 - -
W. Germany - 0.2 _

TOTAL -31.2 -30.7 -32.9 -32.0) -37,.6
GRAND TOTAL -121.3 -112.9 -107.9 114.9 _ A O

_1 Funding arrangements including Saudi. Government Sp-ecial a/c anFoan ty Syria.
Wk)-arce; The Central Bank of Egypt



Table 63 : CUOPOSIT10T OF TRADE

(i; millions)

1965/66 1966/67 1967/68

Export s
Fuels 1.40 i4.7 6.8
Raw materials 16L.7 1)49.2 128.5
Eemi-finished commiodities 33.8 35.6 32.9
Finished commodities 43.7 53.0 70.2
Othler commodities 3.0 5.3 6.3

Total 256.2 257.8 2L.5

Imports
Fuels 21.4 29.0 20.0
,law materials 81,5 00.7 99.2
Intermediate commodities 168.4 121.2 114.0
Capital commodi-ties 108.5 76.7 71.0
.,onsumer's commodities
a) durable 7.9 4.9 3.6
b) non-edu:able 50.8 46.4 "8.1

Other commodities 191 17.7 16.6

Total 463.5 376.5 245.5

BALANCE -207.3 -118.6 -a00.9

Source: Central Agencvr for Public IN1obilization and Statistics krnual Bulletin
of Foreign Trade



Table6 : DIRECTION OF -RADE

(In percent)

1955/56-1959/60 1959/60 1960/61-196h765 19)4/61 1963/66 1966/67 1967/68
Average ~ Annual fiv eraEe

Imports from:
Arab countries 7.9 9.1 7.6 8.6 6.6 7.0 6.1

Eastern Europe 2L.7 25.!t 21.0 19.6 24.9 30.1- 41.4
Western Europe 41h.2 36.5 33.4 33X14 33.3 27.2 32.3

The Americas 13.2 17.8 26.1 27.6 20.0 22.3 6.2

Far East 10.1 9.2 9.2 8.4 12.5 11.7 8.6

Other 2.9 1.9 2.6 2.4 2.7 1.7 6.4

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Exports to:
Arab countries 11.3 11.3 10.1 7.1 8.9 9.0 12.3

Eastern Europe 41.0 42,3 43e9 47.8 51.2 49.9 42.3

Western Europe 22.8 20.9 22.9 22.2 18.8 18.9 21.8

The Americas 4.1 5.5 6.9 5.0 L.5 2.9 2.5

Far East 18.1 18.2 13.)4 15.3 1Li.7 15.3 15.0

Other 2.6 1.7 2.8 2.5 2.8 4.o 7.1

TO-TAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Computations on the basis of data of che Public Agency for Mobilizatlon and Statistics -
Annual Bulletin of Foreign Trade - The Central Bank of Egypt and the General. Organization
for Trade.

Note : Percentages do not always add up because of rounding of the figures.



Table 65: FOREIGN TRADE INDEXES AND THE TER4S3 OF TRADE

1962 1963 1964 1965 1566 1967

Exports

Value 69.6 100.0 102.8 115.5 L14.8 105.7
Price 90e7 100.0 106.8 113*2 1C9.8 117.1
Quantity 76.8 100.0 96.3 102.0 1C4.6 90.3

Imports

Value 76.5 100.0 103.1 98.7 116.5 88.6
Price 84.9 100.0 103.5 103.3 100.3 89.2
Quantity 90.2 100.0 99.6 95.5 116.2 99.4

Terms of Trade

Net rate 107.0 100.0 103.0 110.0 lC9.0 131.0
Gross rate 117.0 100.0 105.0 98.0 111.0 110.0
Income rate 82.0 100.0 100.0 112.0 114.0 118.0

Source: Central Agency for Public M4obilization and Statistics



Table 66 : Realized Export Prices for Agriculture Commodites

(Average Prices by Sterling Pounds per ton)

Commodity 19655/66 1966/67 1967/68

Rice 50 3 74

Onions Raw 25 $4 51

Potatoes 29 29 33

Garlic 89 127 169

Ground nuts L23 113 125

Flax 15l 133 118

Cereals 61 45 59

Onions Dhydrated 201 217 277

Tomatoes 5O 123 114

Vegetables 813 79 87

Medicimal herbs 244 56 193

Watermelons 31 71 95

Source: The Ministry of Supply



Table 67: COTTON EXPORTS BY VARIETY

ALQst4Ju1Y Modal Staple
Variety 1964/65 1965/66 1966/67 Length

--- 1,000 bales (478 lbs each)--- -- inches---

Karnak 9.7 1.1 - -

Menoufi 816.2 744. 6 519.1 1 - ½"

Giza 45 90.2 140.9 122.4 1 - 9/16"

Giza 68 6.8 46.6 149.1 1 - 15/32"1

Giza 47 351.7 292.9 204.4 n.a.

Dendera 167.7 205.9 78.2 1 - 9/32"

Giza 67 6.9 55.9 166.3 1 - 3/8"

Ashmouni 91.9 6.1 42.1 1 -

Giza 66 12.4 7803 126.9 1 - 9/32"1

Others 11.2 9.6 25.0 n.a.

TOTAL 1,564.7 1,581.9 1,433.5

Source: I.G.A.C. "Cotton - World Statistics", October 1968 and "Cotton
Production Survey 1968.X"



Table 6,8 : PRODUCTION, EXPORTS AND IMPORTS OF RICE

Yield Domestic
Year Area Planted (tons per Production Exports Imports Consumption

(thousand feddans) feddan) (thousand)/1 (thousand)/2 (thousand)/2 (thousand)/2

Average 1935/39 446 1.53 685 -- --

Average 1950/54 519 1.56 830 111.0 -- 428.4

Average 1955/59 654 2.11 1385 227.8 9.5 682.1

1960/61 706 2.10 1486 299.1 -- 666.8

1961/62 537 9.13 ~ 1142 ?c); -__ 671.7

1962/63 830 2.46 2039 386.1 - 938.6

1963/64 959 2.31 2219 532.6 - 905.9

1964/65 962 2.12 2036 352.5 -- 993.0

Average 1960/61 - 1964/65 799 2.23 1784 328.2 __ 835.3

1965/66 848 2.11 1788 327.9 __ __

1966/67 844 1.99 1679 364.5

1967/68 10l75 2 12 2279 527.0 __ 924.0

/1 Paddy
72' Rice

Source: Ministry of Planning.



Table 69: EXPORTS OF NMLNUFACTURE

(Value in 1000 Pounds)
Increase in

Annual Jan.-Nov. 1968
Average Jan.-Nov. over

1961 196? 1963 1964 1965 1961/1965 1966 1967 1968 1961/65 average

Cotton Yarn 7,098 12?,37 19,137 29,173 31,252 19,939 31,648 30,568 30,153 51
Textiles 6,908 8,678 10,377 12,457 11,939 10,071 1)4,200 15,020 18,863 87
Waste, Rags 590 731 936 691 695 7?8 1,075 1,151 1,477 103
Crude Oil, Prodacts 7,381 15,058 16,723 21,059 13,984 14,881 15,270 960 6,555 -56
Sugar ?,428 1,85)4 638 1855 588 1,138 206 431 ?,542 123
Cigarettes 40> 113 223 4u7 708 31) 0`30 1,373 218 70
Dehydrated On.ion s 7Th 1,)'80 1,973 L,?91 y68 1,350 1,007 796 1,97? - 6
Dehydrated Garlic 73 52 35 43 20 43 87 100
Edible Preparations 2,237 2, 9?0 51473 4,707 14,24? 3,915 1,l0?o 1,83)4 5,738 47
Cement 2,790 2,166 1?3 1,460 ,9345 1,98? ?,966 1,916 5,248 165
Niining Products 2,953 2,303 2,510 2,906 2,740 9,684 136 352 2,700 1
Chemical Products 95 339 471 590 610 447 2,593 2,587 1,332 198
Ietal, Engineering, Products 465 68c 1,43° 687 457 745 2,699 4,164 2,513 237

Ayticles of leather 843 579 79? 752 490 677 908 186 2,784 311
FurniQre and Jood Produlcts 100 175 163 110 93 19)4 180 180 2)49 95
Drugs 50 9? 07 143 967 198 448 486 673 429
Souvenir, Articles
Books, Newspaper 1,061 1,^03 1,500 1,811± 1,875 1,491 1,8?9 1,092 573 -69
Other Goods 7,85 4,29? 10,794 1,31 5,117 5,859 7,999 13,595 11,66? 127

TOTAL ).14,53? 47,909 69,961 80,005 78,343 66,516 84,516 76,66? 95,532 44

Source: General Organization for Trade
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Table7 C0PETROLEUM BALANCE OF PAYMENTS

(Value in 1000 Pounds)

1964/65 1965/66 1966/67 1967/68 1968/69 1969/70 1970/71 1971/72 1972/73 1973/74 1974/75
estimate estimate estimate estimate estimate estimate estimate

1. Imports:

A) Crude Oil 29,692 22,447 24,118 13,781 8,462 11,450 - _ _ _ _

B) Petroleum Products 4,166 6,484 5,056 15,310 9,322 5,412 5,525 5,284 5,334 5,735 6,695

C) Total Imports 33,858 28,931 29,174 29,091 17,784 16,862 5,525 5,284 5,334 5,735 6,695

2. Exports:

A) Crude Oil:

- Contracted - - 603 1,906 4,185 1,197 5,429 3,360 3,840 - _

- Free:

Sinai 9,483 4,375 2,239 - - - 11,285 9,953 8,325 6,993 6,031

Other Fields 1,806 1,700 2,754 543 1,670 13,512 17,955 23,940 23,355 29,655 42,840

Total 11,289 6,075 5,596 2,449 5,855 14,709 34,669 37,253 35,520 36,648 48,871

B) Petroleum Products 10,907 9,677 10,743 4,748 7,564 9,055 12,012 11,374 13,764 14,757 15,634

C) Total Exports 22,196 15,752 16,339 7,197 13.L19 23,76k 6,681 48,627 29,284 51,605 64,505

3. Balance (2 - 1) -11,662 -13,179 -12,835 -21,894 - 4,365 6,902 41,156 43,343 43,950 45,670 57,810

Source: The General Organization for Petroleum
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REVISED

Table 71: UNITED ARAB REPUBLIC - EXTENAL PUBIIC DEBT OUTSTANDI1 AS OF JUNE 30, 1968 /1

Debt Repayable in Foreign Currency

(In thoueands of U.S. dollars)
Page 1

Debt Outstanding
June 30, 1968

Source Disbursed Including

only undisbursed

TOTAL EXTERNAL PUBLIC DEBT /2 1,686_7_ 1,6_ 7,54

Privately held debt 280,537 280,537

Suppliers 210 12L1 210 124
Australia 11066
Austria 1,836 1,836
B elgium 7914 794
Canada 1,701 1,701
Denmark 5,022 5,022
FL.nland 637 637
Fr'ance 5,095 5,o95
G!)rmarW 91,168 91,168
Greece 1,729 1,729
It.aly 12,278 12,278
J:Lpan 31,619 31,619
MeIcico 9,880 9,880
Netherlands 244 2h4
Spain 11,451 11,451
Sweden 13,628 13,628
Switzerland 1,931 1,934
Uz.ited Kingdom 16,8L8 16,8h8
U'lited States 3,195 3,195

Fin ancial institutions 67,679 67,679
ILaly 27,079 27,079
Kuwait 40,600 40,600

Other Privately held debt 2,735 2,7

Loans from international organizations - IERD 33,500

Loans from governments a 137130T 4 1,37101lI

CanMda 3,317 3,791
Chira Mainland 19,803 19,803
Czeehoslovakia 44,728 44,728
Eastl Germany 28,600 28,600
France 25,719 25,719
Gernmany (Fed. Rep. of) 121,137 121,137
Greece 8,712 8,712
Hungary 18,797 18,797
Italy 76,606 76,606
Kuwait 116,600 116,600
Poland 39,660 39,660
Rumania 7,918 7,918
United Kingdom 6,348 6,318
United States 170,938 171,247
U.S.S.R. 657,057 657,072
Yugoslavia 25,364 25,364

flationalization 1,156 1,456

See footnotes at end of table.



REVISED

Table 71: UNITE) ARAB REPUBLIC - EXT:ERNAL PUBLIC DEBT OUTSTANDING AS OF JUNE 30, 1968 /1

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars)
Page 2

a )Debt with an original or extended maturity of over one year.
Includes arrears of principal and excludes arrears of interest up to June 30, 159683
as shown below: (In thousands of U.S. dollars)'

.Principal Interest
Total 7. 8,935 14,P75

Austria 322 80
Canada 669 91
Germany (Fed. Rep. of) 2,521 926
Japan 9,021 1,184
Kuwait 4,200 2,520
Mexico 3,120 -
United Kingdom 8,373 1,251
United States 43,709 8,823

& Excludes an amount outstanding of $3,565,000 to Saudi Arabia as it is repayable
in local currency.

9 Does not include the uncommitted portions of the following frame agreements:
(In thousands of U.S. dollars)

Total 399 005
Bulgaria
China Mainland 68,642
Czechoslovakia 90,970
East Germany t44d,451
Hungary 1,454
Poland 5,991
U.S.S.R. 1:59,944
Yugoslavia 15,553

Statistical Services Division
Economics Department

August 8, 1969



REV ISED

Table 72: UNITED ARAB REPUBLIC - ESTIMATED FUTURE SERVICE PAYMENTS ON EXTERNAL PUBLIC
DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF Jt,NE 30, 1968

Debt Repayable in Foreign Currency

(In thousaands of U.S. dollars) Page 1

DEBT OUTST
(BEGIN OF PE:RIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDISBIURSED ZATION INTEREaST T0TAL

TOTAL EXTRNAL PUBLIC DEBT

1968 1,615,658,'1 138,232 28,037 166,269
1969 1,519,195 177,651 33,632 211,283
1970 1,341,Sh5 201,920 38,038 239,958
1971 1,139,624 180,628 30,565 211,193
1972 958,996 162,396 24,574 186,970
1973 796,600 141,897 19,130 161,027
1974 654,703 123,961 14,372 138,336
1975 530,739 104,171 10,969 115,140
1976 426,568 84,873 8,377 93,250
1977 341,695 80,610 6,2438 87,048
1978 261,085 70,622 6,708 77,330
1979 190,463 65,077 3,179 68,256
1980 125,386 45,802 1,810 47,612
1981 79,584 41,986 1,068 43,054
1982 37,598 5,1436 433 5, 869

Note: Includes service on a debt listed in Table72 preparedl August L, 196,7,
with the exception of the following principal in arrears, for which re-
payment terms are not available:

Suppliers $20,637,000
Financial institutions 6,200 ,000
LOans from goverments:

Canada 669,000
Germany 2,521,000
United Kingdom 1,224,000
United States 42r684 000

S71, 935,ot a

See footr}te at end of table.



REVISED

Table72: UNITED ARAB REPUBLIC - ESTIDATED FUTURE SERVICE PADENTS ON EXrERNAL PUJBLIC
DEBT OUTSTANDIN; INCIUFDIN(} UNDISBURSED AS OF JtNIE 30, 1968 (co.NT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars) Page 2

DERT OUTST
(RE§I1 OF PER101) PAYMENTS DURING PERIOD

INCLUn ING AMORTI-
YEAR UNDISSURSEr, ZATION INTEREST TOTAL,

TO'TAL PRIVATELY 64ELD DEBT

1968 255,699 t2 46,868 9,3a7 56,174
1969 219:034 59,156 111,663 69,819
1970 159,878 47,089 8,U79 55,148
197± 112,789 35,712 5,639 41,350
1972 77,o77 26,973 3p865 30.838
1973 50,104 22,214 2,501 24,715
1974 27,889 13,194 1,330 14,524
1975 14,695 7,667 732 8,599
1976 6.829 6,623 294 6,918
1977 205 205 5 210

SUPPLIERS

1968 189.485 /1 38,717 5,745 44.461
1969 159.150 47,350 7,440 54$790
1970 111s0o0 35,783 5.518 41,301
1971 76.017 24,905 3,685 28,591
1972 51,j1j 18,354 2,501 20,855
1973 32,757 17,74-67 1,6512 18, 9
1974 i5.289 6,994 616 9,610
1975 6,295 3,667 270 3*937
1976 2,629 2,423 84 2,508
1977 205 205 5 210

Jee footnote at end of table.



REEVIED

Table 72: UNITED ARAB REPUBLIC - ESTMIATED FUTURE SERVICE PAYMENTS ON EXTERNAL PUBLIC
DEBT OUTSTANDING INCIUDING UNDISBURSED AS OF JUIE 30, 1968 (coNT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars) Page 3

nE4T nUTST
(REGIN OF PER10on) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR ULNOISBURSEn ZATION INJTEREST TOTAL

TOTAL PRIVATELY 4ELD DEEIT

FINANCIAL INSTITUTIONS

1968 63,479/1 8,151 3,562 11,713
1969 57,149 11,259 3,Usu 14,339
1970 45,890 10,759 2,448 13,207
1971 35,131 10.259 1,871 12,130
1972 24,872 8,072 1,312 9,383
1973 16,800 4,200 966 5,166
1974 12,600 4,200 714 4,914
1975 6,400 4,200 462 4,662
1976 4,200 4,200 21u 4,410

OTHER PRIVATELY PLACED DEBT

1968 2,735 / - U

1969 2,735 547 143 690
1970 2,188 547 113 660
1971 1,641 547 83 630
1972 1,094 547 53 600
1973 547 547 23 570

See footnote at end of table.
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Table72: UNITED ARAB REPUBIAC - :3STIMATED FUTURE SERVICE PAYMENTS ON EXTERNAL PUBLI.
DEBT OUTSTANDING INCLODING UNDISBURSED AS OF JUNE 30, 1968 (cO:NT.)

Debt Repayable in Foreign Currency

(In thlousands of U.S. dollars) Page 14

nFqT OUTST
(REGIN 0F PERIOD) PAYMENTS DUHINJ PERIOD

INJCLUDtING AMORTi.
YEAR UNOISRURSEn ZATION INTEREST TOTAL

IOANS FROM INTERNATIONAL ORGANIZATIONS
19RD

1968 333.5no . 4,000 2,u93 6.093
1969 3ij5no 4,000 1,830 5,830
197n 27,500 5,500 1,567 7,067
1971 22,000 5,5no 1,237 6,737
1972 16,500 5,500 9Q7 6,407
1973 11,000 5,5no 577 6,077
1974 5,500 5,500 247 51747

LOiANS FROM GOVERNENT3

1968 1,325,004 /1- 87,073 16,596 103,669
1969 1,267,496 -- 113,913 21,081 134,9914
1973 1,153,583 148,749 28,367 177,116
1971 1,004,834 139,417 23,690 163,107
1972 865,417 129,923 19,802 149,725
1973 735,494 114,182 16,052 130,2314
1971 621,312 105,270 12,795 118,065
1975 516,042 96,304 10,238 106,542
1976 419,738 78,250 8,083 86,333
1977 341,488 80,105 6,L34 86,839
1978 261,083 70,622 4,708 75,330
1979 190,461 65,077 3,180 68,257
1980 125,384 45,802 1,811 47,613
1981 79,582 41,986 1,068 43,056
1982 37,598 5,436 h33 5,869

See footnote at end of table.
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Table 72: UNITED ARAB REPUBIZC - ESTIMATED FUTURE SERVICE PAYMENTS ON EXTERNAL PUBLIC
DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF JUNE 30, 1968 (coNT.)T

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars) Page 5

DE9T OUTST
(REGIN OF PERIOD) PAYMENTS DURING PIERIOD

Ifil;LUnING AMORTI-
YEAR LINDISBURSED ZATION INTEREST TOTAL

LOANS FROM GOVERNMENTS

CANADA

1968 3.122 /1 223 79 302

1969 2,899 446 16fl 606
1970 2,453 446 14u 516
1971 2,007 446 1t4 540
1972 1,561 446 87 533
1973 1i10 446 60 506

1974 669 446 33 479
1975 223 223 7 230

CHINA MAINIAND

1968 19,803 /1 1,586 _ 1,586
1969 18,216 1,586 - 1,586
1970 16,630 _ _
1971 16,630 891 - 891
1972 15,739 2,020 - 2,020
1973 13,719 2,019 - 2,019
197h 11,701 2,020 - 2,020
1975 9,681 2,019 - 2,019
1976 7,662 2,020 - 2,020
1977 5,6h2 1,128 - 1,123
1973 4,51L 1,129 - 1,129
1979 3,385 1,128 _ 1,128
1980 2,257 1,129 - 1,129

1981 1,128 1,128 - 1,128

See aootnote at end of table.
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Table 72: UNITED ARAB REPUBLIC - ES'TIMATED FUTURE SERVICE PAIPENTS ON EXTERNAL PUliLIC,
DEBT OUTSTANDING INCLUJDI1G UNDISBuIRSEn AS OF JUNE 3O, 1968 (CONT,,)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars) Page 6

nERT OUTST
(REGIN OF PER1O! ) PAYMENTS DURING PERIOD

INCLUDING AMORTI.
YEAR IJNnISBURSE-r ZATION INTEREST TOTAL

LOANS FROM GOVERNMENTS

CZECHOSLOVAK IA

1968 44 728 L 5,450 '371 6,321
1969 40:246 6,229 1,u53 7s282
1970 34,o7 7,262 925 8,187
1971 26,755 6,388 725 7,113
1972 20.367 6.631 5;33 7,143
1973 13,736 2,821 347 3,168
1974 10,915 2,807 125 2,931
1975 8.108 2,480 99 2t579
1976 5,628 2,346 73 2e419
1977 3s282 2,348 47 2a395
1978 9354 934 24 958

EAST GERMANY

1968 28.600L 2,484 466 2,950
1969 27,264 3,579 861 4.440
1970 23,684 30579 644 4,223
1971 20,105 3,366 529 3,896
1972 16.739 2,797 43u) 3s227
1973 13,942 ?,63o 353 2,963
1974 11,312 2s177 281 2,458
1975 9,135 2,076 228 2,304
1976 7,059 1678 179 1,857
1977 5,381 1,627 131 1j759
1978 3,754 1,572 93 1,645
1979 2,182 1,241 55 1.296
1980 941 941 22 962

*ee, footrnote at end of table.
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Table7 E: UNITED ARAB REPUBLIC - ESTIMATED FIJTURE SERVICE PAYMNETS ON EXTERiNA PUBLIC
DEBT OUTSTANDING INCILJDING UNDISBURSED AS OF JULNE 30, 1968 (coNTT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars) Pare 7

OEBT OUTST
(REGIJN OF PFRIOn) PAYMENTS DUJRING PERIOD

INCLUDING AMORTI1
YEAR UNnISBURSED ZATION INTEREST TOl AL

LOANS FROM GOVERNMENTS

FRANCE

1968 25.719/1 7,348 1,554 8#902
1969 22,on45- 7,348 1,162 8.'i1O
197n 14,696 7,348 739 8,CjB8
±971 7,348 7,348 317 7,665

GERMANY

1968 118,617 /l 8,li1 2,598 10,67i'
1969 110,588 15,114 4,582 19,694,
1970 95,474 j5,172 3,782 18,,95-
1971 80.302 15,720 3,122 i80B4;'
1972 64,582 16#269 2,0437
1973 48,313 13,769 1,603 15 1,3 7 Q,
1974 34,545 8,623 989 9061,,'
1975 25,922 4,95(i 735 5d,6'L
1976 20,972 4,678 585 5,26:
1977 16,294 4,454 449 4,90;.b
1978 11,840 4,405 3±8 4'72
1979 7,435 4,093 189 4424
1980 3,342 1,717 82 1#799
1981 1,625 1,083 41 1,121
1982 542 542 8 55r

See .lotnThte at end of table.
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Table 72: UNITED ARAB REPUBLITc - ESTIMATED FUTURE SERVICE PAYMENTS ON EXr.RNAL PJ9hLI'
DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF JUNE 30, 1968 (CONT.)

Debt Repayable in Foreign Currency

(:En thousands of U.S. dollars) Page 8

DEST nUTST
(REGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTI-
YEAR UNDIS8URSED ZATION INITEREST TOTAL

LnANS FROM GOVERNME!NTS

GREECE

1968 8.712 tl 1,5;38 256 JLa794
1969 8,712 2,562 215 2,t780
197n 6,1L50 2,o5c 154 42,204
1971 4.1i0 2,050 103 2a,153
1972 2,050 2,05U 51 28101

HUNGARY

1968 18,797 /1 2,890 31D2 3,192
1969 17,479 2e633 274 2,906
1970 14,846 2,722 278 3,000
1971 12,'L25 2,866 276 3,142
1972 9,;259 2,676 2:11 2,3887
1973 6,583 2,345 1,46 2,491
1974 4,:238 1,846 96 1,942
1975 2,;593 1,039 50 1,090
1976 1,35 4 809 ;26 835
1977 !545 389 7 396
1978 :156 156 * 156

See footnote at end o-f t-tpble.



Table'"2: UNIT3 ARAB REPUBLIC - ESTIMATED FUTUcRE SERVICE PAYME;NTS 01 EXTERNI L PURLITC
DEBT OUTSTANDING INCLUDING UNDISB3URSED AS OF JUN]", 30, 1968 (coNT\, 

Debt RF!payable in Foreign Currency

(In thousands of U.S. dollars) P&tDe 9

n EqT OUTST
(REGlN OF PFRIOD) PAYMENtS DI)RING PI;RRIOD

INCLUnI NG AMORTI-
YEAR lINDIS8URSEI ZATO10 INTeRtST TorAL

LOANS FROM GOVERNMENTS

ITALY

1968 76,606 /1
1969 76,606 5,327 2,l9B 7,!i25
197n 71J279 1n,327 3005 13,;32
1971 60,951 10,327 2,529 :12,1156
1972 50,624 10,327 2,052 :2,;79
1973 40,297 10,327 1,576 11,1803
1974 29,970 108327 11V99 1.1,(26
i975 19,642 8,661 623 9, ;;83
1976 10,982 3,661 329 3ji
1977 7,321 3,661 2211
1978 3,661 3,661 11U 3*:170

KUwAIT

1968 116,600 /l 2,28o i,U14 3,;'94
1969 115,160 2g,28n 887 3,;,67
1970 112,880 10,280 4,188 14,48
1971 102,6nO 10,280 3,809 i4s,i$9
1972 92,32n 0 i,7no 3 427 .4,o:.27
1973 81,620 102,Db 3,033 13,'33
1974 70,920 1l,700 2,64u I3,i4o
1975 60.220 10,700 2,246 12,;.46
1976 49,520 11#12o 1,849 12s,P9
1977 38,4V0 11,120 1,441 12 il1
1978 27,280 1U,520 jp033 11#1153
1979 16.760 i1052n 625 11i.¶45
1980 6,240 3,240 216 3,56
i98l 3,flnn 11,O00 121a
19P2 2, 000 1,OOi 81 1 80

See 'oottlote at end of table.
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Table 72: UNITED ARAB REPJBILIC - ESTIMATED FUTURE SERVICE PAYMENTS ONT EXTERNhAL PUBLI
DEBT OUTSTANDING INCLUDING UNDISBURSED AS OF JUNE 30, 1968 (CONT.)

Deb)t Repayable in Foreign Currency

(In thousands of U.S. dollars) Page 10

rEsT taUTST
(REqjN OF PERIOD) PAYMENTS DURING PERIOD

INCLU! ING AMORTI-
YEAR '!'nISSURSED ZATION INTEREST TOTAL

LOlANS FROM GOVERNMENTS

POLAND

1968 39,660 /1 1,469 231 1,700
1969 38,337 1,666 265 l,s932
1970 36,672 5,84? 923 60764
191 30,830 4,350 7f53 5,j33
1972 26,48j 4,182 669 41,850
1973 22,,299 3,923 563 4,486
1974 18,,376 3,340 464 3s804
1975 15,036 3,340 38l1 3,.720
1976 11 , 696 3,34n 295 30,635
j977 8,356 2,987 212 31,1S9
1978 5,,369 2z684 136 2,820
j979 2,6585 2,685 71. 2,756

RUMAN I A

1968 7,91.8 /1 509 2 590
1969 7,5l'9 996 151 14 47
197fl 6,583 1,181 156 1,337
1971 5,4012 1,iiai 127 1,308
1972 4o222 1,1.81 98 1,279
1973 3,041 1481 77 1a,258
1974 1,860 1,003 41 1,044
1975 8;1 672 14 686
1976 1l5 185 2 L07

See footnote at end of table.
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TabLe72: UNITED ARAB REPUBLIC - ESTIMATED FUTURE SERVICE PAIWTS OS ON ECTERNAL PUBLICDEBT OUTSTANDING INCIUDING UNDISBURS2E AS OF RUNE 30, 1968 (ColT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars;) Page 11

D)EST OUJTST
(PEGIN OF PERIOD) PAYMENTS DULRING PERIOD

INCLUDING AMORTI e

YEAR UNDISBURSED ZATION INTEHEST TOTAL

LOANS FROM GOVERNME-NTS

lJNITED KINGDOM

1968 5,124 576 149 72'i
1.969 4,548 14152 2!54 1.4 O0,
j97fl 3,396 i,i52 1)?2 #4,197i 2,244 1,152 I-,7 1.27¶l
1972 1,092 1,092 3 1,1

UNTrFET) S TATJTE
1968 128,563 /1 21,030 2,9L6 23,976
1969 107,,533 31,108 3,18l 3)4,289
1970 76,1426 12,866 1,734 14,6oo
1971 63,561 5W900 972 6,8721972 57,661 5,965 794 6,732
1973 51,695 2,581 621 3,'01*
197k 49,114 1,835 5)43 2,37,9
1975 h17,279 1,932 517 2,blt8
1976 45,349 2, 0J 62,51
1977 43,3222 2,026 L6:L 2,487
1976 1,296 2,027 1433 2,461
1979 39,270 2,026 kO6 2,L32
1980 37,2143 2,026 37 ,lhol
1981 35,217 2,027 351. _,378
1982 33,190 2,026 323 2,350

Zee fcotnote at end of table.
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Table 72: UNITED ARAB REPUBIC - ESTJXATED FUTURE SERVICE PAYMENTS OCN EXTERNAL FUFBLI
DEB'T OUTSTANDING INCLUDING UNDISBUSED AS OF' JIJNE 30, 1968 (CONT.)

Debt, Repayable in Foreign Currency

(In thousands of U.S. dollars) Page 12

DEBT OUT ST
(BEGIN OF' PERIOD) PAYMENTS DURING PERIOD

INCLU:INI AMORTI-
YEAR UNDISBURSED ZATION INTW EST TOTAL

WLANS FRCM GOVERNMENT S

U.S.S.R.

1968 657,07? /1 28,674 5. 6 32 34,306
1969 647,% 2 51 27,865 5,187 33,052
1970 619,389 64,562 10,97L, 75, 536
1971 554,82,5 63,4ol 9,73 E 73,139
1972 h91,4 h26 59,918 8,9665 68.583
1973 431,5C08 57,951 7,148C 65,'431
1974 373,5$7 57,1d 6,0393 63,807
1975 316,1b 3 57,106 5,320 62,426
1976 259,037 46,090 4,255 50,3h5
1977 212,9b71 50,664 3,1465 54,129
1978 162,283 43,535 2,561 l6,3o96
1979 118,7b8 L43,383 1,8h3h 45,21]?
1980 75,365 36,748 1,112 37,860
1981 38,617 36,747 56 37,303
1982 1,868 1,868 22 1,890

YUGMSI.AVI A

1968 25,314 /1 2,936 414 3,350
1969 23,0129 4,021 6417 4,668
197n 19Mclo 3,960 532 4,492
1971 15,(I4a 3.751 41 8 4149
1972 i1,297 3#67i 3ll5 3,975
1973 7.,E27 3#49ii 193 3,683
1974 4,1.37 2,733 91 2,814
1975 1,404 1,106 18 1#124
1976 2982 9 8* 298

See footnote aLt end of table.

See footnote at end of table.
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Table 7c': UNITED ARAB REPUBLIC - ESTIMTED FUTURE SERVICE PA:METS ON EXTERNAL PUBLIC
DEBT OUTSTANDING INCLIJDING UNDISBURSED AS OF J'MNE 30, 1968 (CONT.)

Debt Repayable in Foreign Currency

(In thousands of U.S. dollars) Pa,ge 13

DERT OUTST
( EGIN OF PERIOD) PAYMENTS DURING PERIOD

INCLUDING AMORTIm
YEAR UNDISOURSED ZATION INTEREST TOI;AL

NATIONALIZATION

1968 1I496 /1 291 42 ;!33
1969 129 582 s9 1!1
1.970 582 582 25 I! 08

/1 Anxount outstanding is as of June 30, 1968; payments are for the entire r;ear.

Statistical Services Divi;ion
Economics Department

August 8, 1L969

) 
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FILE CO~PY Report No. P-75

This report was prepared for use within the Bank and its affiliated organizations.
They do not accept responsibility for its accuracy or completeness. The report may
not be published nor may it be quoted as representing their views.

INTERNATIONAL DEVELOPMENT ASSOCIATION

REPORT AND RECOMMENDATION

OF THE

PRESIDENT

TO THE

EXECUTIVE DIRECTORS

ON A

PROPOSED CREDIT

TO THE

UNITED ARAB REPUBLIC

FOR THE

NILE DELTA DRAINAGE PROJECT

November 5, 1969
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REPORT AND RECOMMENDATION OF THE PRESIDENT
TO THE EXECUTIVE DIRECTORS ON A

PROPOSED CREDIT TO THE UNITED ARAB REPUBLIC
FOR THE NILE DELTA DRAINAGE PROJECT

1. I submit the following report and recommendation on a proposed credit

in an amount in various currencies equivalent to U.S. $26 million to the
United Arab Republic.

PART I - HISTORICAL

2. The United Arab Republic has been a member of the Bank, IFC and IDA

since the beginning years of each institution. The Bank Group has so far

had only one operation in the UAR, a loan of U.S. $56.6 million equivalent

(243 UAR) in 1959 to the Suez Canal Authority for canal improvement. On

September 30, 1969, U.S. $27.5 million remained outstanding.

3. Relations between the U.A.R. and the Bank Group have been more active

over the years than the volume of lending would indicate. The Bank assisted

the United Nations in supervising the clearing of the Suez Canal after the

1956/57 interruption, and Mr. Black, Mr. Woods and Sir William Iliff were

instrumental in bringing about in 1958 an agreement on the compensation to

be paid by the U.A.R. as a consequence of the Suez Canal nationalization.

Economic reports were prepared and distributed to the Executive Directors

in 1962 and again in 1966.

4. The nationalization in the early 1960ts of almost all industrial,

commercial and financial enterprises in the country, both Egyptian and

foreign, and the protracted negotiations concerning the payment of com-
pensation for these properties have been a serious obstacle to Bank Group
lending. In addition, the U.A.R. began in 1965/66 to fall into arrears in

debt payments,mostly for suppliers' credits. By early 1967, however, progress
was being made in the rescheduling of some debts, in agreeing on compensa-
tion for nationalized properties and in making arrangements for the payment
of arrears to the International Monetary Fund. The June war temporarily

interrupted these developments. Negotiations with the Fund resumed and led
to the repayment of outstanding arrears in March 1968, followed by drawings
on the Fund. A Bank economic mission visited the UAR in March 1968. I
myself made a visit in July 1968, and this was followed by further visits
of officers and staff of the Bank Group. In discussing possible fields

for Bank Group assistance, priority was given by the Government to the

Nile Delta Drainage Project because of its high benefits.
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5~. The arrears on external debt repayments have now been rescheduled
through agreements with all of the countries concerned, with the excep-
tion of the United States, and repayaents have been proceeding in accord-
ance with the new schedules. In the case of the United States, discus-
sions between representatives of the two governments have been underway
during the past months. Both sides have made considerable efforts towards
reaching agreement, and the discussions are now at a stage where the
positions of both sides are very close, so that final agreement shoui-d scson
be achieved. In all of the rescheduling arrangements the U.A.R. has
tr_ed to avoid or minimize a net capital outflow by seeking new credit
facilities from its creditors at the same time. However, since the new
credit facilities are mostly on suppliers' credits terms, they have not
provided significant relief from the rather heavy debt service burden
which is discussed in Part V of this report.

6. Most of the claims against the U.A.R. which arose out of the nation-
alization of foreign properties in the early 1960's have been settled.
Discussions have been taking place between the governments concerned in
the few outstanding cases, which involve complicated questions of asset
valuation, and progress has been made recently. The representatives of
the U.A.R. Government have stated their willingness and intention to finC
a solution in these cases. Representatives of countries whose citizens
have been affected have confirmed that active negotiations are in process
in this respect.

7. The appraisal of the Nile Delta Drainage Project was carried out
in the field in December 1968. Negotiations for the proposed credit were
held in Washington in September 1969. The head of the U.A.R. delegation
was Mr. Hamed El Sayeh, Undersecretary of State for the Ministry of
Economy and Foreign Trade; other members included Mr. Fouad El Kholy,
Undersecretary of State for the Ministry of Irrigation, Mr. Gad Labib
Gad, Deputy (Legal) Counsellor in the Council of State and other repre-
sentatives from the two principal Ministries involved.

8. With regard to further operations, a railway improvement project
has been appraised by the Association and is expected to be ready
for presentation to the Executive Directors later in this fiscal year.
Other possible projects under preparation in the UAR include the expan-
sion and improvement of inland waterways. The Bank has also offered
assistance to the Government in the formulation and carrying out of a
study of the economic utilization of Nile waters presently available to
the U.A.R.



PART II - DESCRIPTION OF THE PROPOSED CREDIT

9. BOROWER: United Arab Republic

PURPOSE: To finance the foreign exchange cost
of providing tile drainage for about
950,000 feddans (986,000 acres) of
irrigated lands in the delta of the
Nile River.

AMOUNT: U.S. $26 million equivalent in
various currencies.

AMORTIZATION: In fifty years, including a ten year
period of grace, through semi-annual
installments of one half of one per-
cent from November 1, 1979 to May 1,
1989 and of one and half percent from
November 1, 1989 through May 1, 2019.

SERVICE CHARGE: Three-fourths of one percent (3/4 of
1%) per annum on the principal amount
of the Credit withdrawn and outstand-
ing from time to time.

ESTIMATED ECONOMIC 18 percent.
RATE OF RETURN:

PART III - THE PROJECT

10. A report entitled "United Arab Republic - Nile Delta Drainage Pro-
ject"' (PA-12a) is attached.

11. Two recent economic missions to the U.A.R., in March 1968 and
January 1969, have given special attention to the agricultural sector
and have confirmed the very high priority accorded to the drainage pro-
gram by the Government. The ,.ntroduction of modern drainage is particu-
larly necessary in the Nile Delta where rising water tables and increasing
salinity have been affecting crop production adversely for some time.
Better drainage has become especially important with the completion of the
Aswan High Dam, which is making an increase in perennial irrigation possi-
ble throughout the Nile Valley in the U.A.R.

12. The project proposed for financing by the Association would be the
first phase of a multi-stage program to provide improved drainage through-
out four million feddans in the Nile Delta and eventually throughout the
entire Nile Valley in Egypt. The project would provide tile drainage for
about 950,000 feddans over 6-1/2 years at a total cost of approximately
U.S. $147 million equivalent. The proposed credit would cover the total



fozeign exchange costs of U.S. $26 million. The principal elements of
the project would be: the installation of tile drains by mechanized
meatas; the remodeling of open drains and structures to discharge the
greater drainage flows; the construction of eleven pump stations; the
construction of workshops and procurement of transport for supporting
services; and the employment of consultants to advise and assist the
project authority.

13. About 360,000 feddans have already been tile drained by hand in
the Nile Delta. Very substantial increases in yields for the principal
crops, rice, cotton, wheat and maize, have been observed throughout the
newly drained areas. The rate of implementation has been fairly slow,
however, considering the threat of declining productivity of the un-
drained soils in the Delta, and the presently proposed project would
accelerate implementation by using mechanized tile-laying methods. The
methods to be used in the project were proven in a UNDP pilot project.

14. The priority of the project is only partially reflected in the
quantifiable economic return of 18%, which is in itself very high for
agricultural improvement projects. Additional indirect benefits would
include not only the prevention of further deterioration of the fertile
soils of the lower Nile Delta, but also increased re-use of drainage
waters for irrigation purposes and increased modernization of agricultural
methods which would be induced by the prospects of higher and more predict-
able yields. Improved drainage appears to be the most efficient way of
!;eeping agricultural production ahead of population growth in the medium
term.

15. The project would be carried out by the Nile Delta Authority for
Tile Drainage Projects, which was established by Presidential Decree in
September 1969. The Authority is an independent governmental agency under
the supervision of the Ministry of Irrigation and will be responsible for
the construction and initial maintenance of all tile drainage projects in
the Nile Delta. The managerial and technical staff would be transferred
to the Authority primarily from the Ministry of Irrigation but also from
other ministries and agencies of government, and would have considerable
experience in tnost of the worik to be carried out under the project.
Provision would be made in the IDA credit for financing overseas train-
ing of selected staff of the Authority in recently developed management
techniques. A firm of consultants would be employed to assist the Chair-
man of the Authority in the overall planning and programming of project
implementation, the organization and establishment of a training program
and several other important aspects of project implementation. In addi-
tion an accounting firm would be employed to assist in establishing
effective project cost accounting and budgeting methods in the Authority.
ITntil the project is completed, the Authority will not undertake other
work than that included in the project, unless the Borrower shall have
first satisfied the Association that the execution of such other work
would not adversely affect the prompt and efficient completion of tile
project.



M . All contracts to be financed by the Association would be awarded
after international competitive bidding, except for a few small items
whese aggregate value will not exceed U.S. $100,000. The contracts would
be primarily for importation and installation of pumping machinery and
for tile-laying machinery and other equipment and spares. Egyptian
manufacturers of trucks, tractors and motorcycles would participate in
the bidding for these items with a margin of preference in bid compari-
sons of 15% or the actual rate of customs duties, whichever is lower.
For such locally produced items, disbursements under the credit would
cover the estimated foreign exchange component (65% of the ex-factoiy
price). All civil construction, apart from the pumping stations, would
be awarded on the basis of local bidding. Egyptian contractors have
shown themselves to be efficient both domestically and in intas.national
competition. Two of these firms have been engaged in projects financed
by the Bank GroV,E.

17. Part of the costs of the project would be recovered through a
special drainage charge which is designed to cover the maintenance costs
of the field tile drainage and, over a period of twenty years without
interest, the capital invested in field tile drainage in the area of the
project. In addition, the land tax in the UAR, which is based on agri-
cultural productivity, is reassessed shortly after the completion of
public works which affect the productivity of thle land. This is expected
to have the effect of covering the balance of operational and maintenance
costs and the provision of necessary agricultural extension services, as
well as recovering the remining capital costs over the life of the
project.

PART IV - LEGAL INSTRUMENTS AND AUTHORITY

18. The draft Development Credit Agreement between the United Arab
Republic and the Association, the Recommendation provided for in Article
V, Section 1 (d) of the Articles of Agreement of the Association and
the text of a Resolution approving the proposed Development Credit are
being distributed to the Executive Directors separately.

19. The provisions of the Development Credit Agreerment conform general-
ly to the pattern of Association credit agreements for irrigation and
drainage projects.

PART V - ECONOMIC SITUATION

20. An economic report entitled "Current Economic Position and Pros-
pects of the United Arab Republic" (No. EMA lCa dated August 18, 1969,
was distributed to the Executive Directors on August 27, 1969.



21. The U.A.R. economy has been undergoing a series of structural
changes since the revolution in 1952. After expanding at about 6.5
percent per annum during the first five-year plan period (1961/65),
the growth rate declined. An overall slowdown started in 1965/66 when
an unfavorable harvest aggravated an already difficult exterral payments
situation. This, in turn, had the effect of curtailing industrial prc-
duction by limiting the availability of imports. External debt payments
began to fall in arrears. Starting in 1966 the Government made efforts
to reschedule the accumulating arrears. In 1966/67 it introduced fiscal
and monetary restrictions in addition to efforts to improve the balance
of payments position by reorganizing institutional arrangements for
foreign trade, especially to promote exports. After having reached a peak
in 1965/66, the overall budget deficit, as well as the current budget
deficit, were reduced in 1966/67 and have been maintained at roughly the
same levels in the following years despite the June 1967 war. The
balance of payments situation improved in 1966/67 but again deteriorated
in 1967/68 because of the consequences of the war. Canal earnings were
lost, tourist receipts declined and, as a result of the loss of the
Sinai oilfields, oil exports dropped while imports of petroleum products
increased. Most of these losses were compensated, however, by the
grants-in-aid coming from Iuwait, Libya and Saudi Arabia, and the balance
of payments situation has recently improved as a result of rapidly in-
creasing output of oil in the Western Desert and elsewhere and increases
in exports and further declines in imports due to import controls.

22. The U.A.R. is a country with a high level of defense expenditures.
Despite a high ratio of tax revenues to GDP, total public savings have
been low. This situation has arisen partly from the high rate of in-
crease of defense expenditures, which are now around 10 percent of GDP.
However, other current expenditures, especially for education and health,
have also been rising more rapidly than government revenues and GDP.
Consequently, public investment expenditures fell continuously between
1964 and 1968.

23. In 1969 steps were taken to reactivate the economy. One of the
main measures in this direction was an increase in the investment budget
which had been reduced in the previous years. These policies were
supported by favorable developments affecting the balance of payments,
such as increases in oil production, continued expansion of exports of
non-traditional items and signs of revival of tourist earnings. Of long-
term significance could be the policy discussions about the reorganiza-
tion of economic administration, particularly of state economic enter-
prises, which were initiated in late 1968 and are still underway.

24. In considering the future prospects for the U.A.R. economy, some
favorable factors should be mentioned. One of them is the prospect for
increasing exportation from a growing agricultural output. Between 1960
and 1965 the value of agricultural production is estimated to have in-
creased between 3 and 3.5 percent per annum. In the near future the
investments in the High Dam and associated land development, including



d-ainage, should lead to larger increases. Prospects for oil production
appear to be very favorable. Political conditions permitting, tourist
earnings could increase considerably. If all these opportunities are
taken to good advantage, and assuming continuation of the grants-in-aid
from other Arab countries as long as there are no earnings from the Suez
Canal, GDP could expand during the next five years as rapidly as during
the first half of the 1960's.

25. The service ratio on already existing debt is projected to decline
from around 25% in 1970 to about 10% in 1975, but the newf borrowings
necessary to sustain a satisfactory level of economic growtlh would impose
very substantial additional burdens if they were incurred on conventional
terms. At this juncture I consider that any assistance to the UAR from
the Bank Group should talce the form of IDA credits.

PART VI - COMPLIANCE WITH THE ARTICLES OF AGREEMENT

26. I am satisfied that the proposed credit would comply with the
Articles of Agreement of the Association.

PART VII - RECOMM11ENDATION

27. I recommend that the Executive Directors approve the proposed
credit.

Robert S. McNamara
President

Attachment

Washington, D. C.
November 5, 1969
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CURRENCY EQUIVALENTS

US$1.00 = LE 0.43

LE 1.00 = US$ 2.30

WEIGHTS AND MEASURES - METRIC SYSTEM

1 mdllimeter (mm) = 0.039 inches

1 meter (m) - 39.37 inches

1 kilometer (km) = 0.62 miles

1 feddan (fed) - 1.038 acres

1 square kilometer (km ) - 0.386 square miles

1 cubic meter (x3) - 35.31 cubic feet

1 milliard Gubic meters
(1,000 Mm') = 0.81 million acre-feet (M ac-ft)

1 kilogram (kg) - 2.2046 pounds

1 cuVic meter per second
(ma/sec) - 35.31 cubic feet per second

UAR = United Arab Republic
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This report is based on the findings of a Bank appraisal mission which
visited the UIAR in December, 1968, composed of Messrs. Malone, Bolt,
I'french-Mullen, Myint and Hulsbos (consultant).



UNITED ARAB REPUBLIC

NILE DELTA DRAINAGE PROJECT

SUMMARY

i. The Government of the United Arab Republic (UAR) has requested an
IDA credit to assist the newly established Vile Delta Authority for Tile
Drainage Projects ("the Authority") in financing part of its plan to pro-
vide tile drainage in irrigated areas. The project proposed for IDA sup-
port would cover an area of about 950,000 feddans of land in 17 catchment
areas located in the Nile Delta, to be completed within a 6-1/2 year period
beginning in 1969. The project is a continuation of the UAR's drainage
plan in which about 360,000 feddans of land have already been tile drained.

ii. The project would be implemented by the Authority and would
include:

(a) mechanical installation of covered tile drains;

(b) the construction of pump stations;

(c) the remodeling of opeii drains and structures;

(d) building facilities for equipment maintenance and technical
training, and the provision of transport for agricultural
extension services; and

(e) the employment of consultants to advise and assist the
Authority.

In addition, the project would provide for expatriate technicians to ELSsiSt
in equipment maintenance and operational training.

iii. The total cost of the project would be iE64 million (US$147 mil-
lion equivalent). The foreign exchange component is estimated at about US$26
million, equivalent to about 18% of the cost, and would be financed by the
proposed IDA Credit. The Credit would be disbursed against evidence of
foreign exchange expenditure, or against the estimated imported component
(with a maximum of US$1.7 million) of some locally manufactured types of
vehicles where local suppliers would participate in bidding with a prefer-
ence allowance of 15%. All local currency expenditure would be met by gov-
ernment budget allocations.

iv. By improving groundwater control and surface drainage in the area,
the project would lower the water table and reduce soil salinity, thus pre-
venting the decline of existing crop production and raising crop yieldis by
at least 20%. The project would lead to substantial increases in the incomes
of about 250,000 farm families and would improve the balance of payments by
increasing export earnings from cotton and rice and reducing the need for
wheat.imports. The rate of return to the economy is estimated at about 18%.
In addition, substantial indirect benefits would be obtained. The project
would be suitable for an IDA credit of US$26 million on standard terms. The
borrower would be the Government of the United Arab Republic.





UNITED ARAB REPUBLIC

NILE DELTA DRAINAGE PROJECT

APPRAISAL REPORT

I. INTRODUCTION

1,01 The Government of the United Arab Republic (UAR) has requested an
IDA credit to help finance part of its drainage program in irrigated areas.
A Bank economic mission visited the UAR in February/March 1968 and reported
that salinization due to lack of field drainage was the most important
limiting factor to any increases in agricultural production. Subsequently,
a Bank mission consisting of Messrs. D. J. Parsons, C. M. Bolt, J. P.
Bhattacharjee (FAO) and T. N. Jewitt (consultant) visited the UAR in Sep-
tember, 1968 to assist the Ministry of Irrigation in the preparation of
a drainage project in the Nile Delta. The Ministry's feasibility report
was submitted to the Bank in October, 1968. An appraisal mission consist-
ing of Messrs. J. M. Malone, C. M. Bolt, M. D. ffrench-Mullen, J. K. Myint
and W. C. Hulsbos (consultant) visited the UAR in December, 1968.

1.02 The Government plans to improve drainage throughout the whole irri-
gated area of about four million feddans in the Nile Delta by 1985. Some
360,000 feddans have already been equipped with tile drains and the rate of
construction, which reached a maximum of 80,000 feddans in one year, has aver-
aged 50,000 feddans a year during the last seven years. To complete the
drainage of the irrigated area of the Delta by 1985, the Government would
have to achieve a vastly increased rate of development, which would only
be achieved by using mechanized methods. The initial Government proposal
to the Association was for a project covering 1.4 million feddans, to be
carried out over eight years. In view of the uncertainties involved in
achieving and sustaining the proposed rate of development, a more limited
project is now proposed which would cover 950,000 feddans in 6-1/2 years,
with an initial construction rate of 40,000 feddans for each of the first
two years.

1.03 The project would be the largest single tile drainage operation
ever undertaken, and substantial organizational changes and improvements in
planning techniques would be needed for its implementation. A measure! of
flexibility would be maintained against the possibility that the proposed
rates of implementation might not be achieved, since the project cornsists of
a number of separate and independent drainage units, whose construction can
be rephased in the light of experience.



1.o4 The project appraisal is based on documents and material submitted
by the UAR authorities, on the results of a UNDP pilot project 1/ for which
the FAO were the executing agency (see Annex 1), and on the findings of
the appraisal mission. This report was prepared mainly by Messrs. Bolt,
ffrench-Mullen and Myint.

II. BACJGR0UND

General

2.01 The UAR has a population of about 32 million and a total land area
of about one million km2 About 96% of the area of the country is barren
desert, and the remaining 4%, concentrated mostly in the valley of the Nile
and its delta, is intensely cultivated. These irrigated areas support al-
most the whole population of the UAR, and have a density of about 800 per-
sons per km2.

The Role of Agriculture in the UAR

2.02 The agricultural sector is dominant in the economy and provides em-
ployment for over 50% of the population; it contributes about 27% of the
total GDP, as against 21% for iradustry. About 80% of exports are agricultural
products, mainly cotton, rice and onions. Agricultural programs are given a
high priority in the government's development planning, with particular empha-
sis on increasing production of food to reduce imports and on increasing
export crops, primarily through further development and improvement of
the irrigation and drainage systems of the country.

2.03 Between 1960 and 1965, the value added by agriculture increased
annually by 3 to 3.5%. Despite this increase, the food grain deficit has been
widening due to an annual populE6tion growth of 2.8%, government controlled low
consumer food prices, and static productivity caused mainly by deteriorating
drainage conditions. The UAR imports large quantities of wheat and flour,
with lesser quantities of maize, sugar and edible oils, and over 100,000 head
of livestock annually, at a cost of about LE90 million (US$207 million equiv-
alent).

2.04 The area under cultivation amounts to about 6.8 million feddans and
is practically all irrigatea~ including half a million feddans of recently re-
claimed land, some of which is not yet in full production. With an average
of 1.6 crops per annum on each feddan, the Egyptian farmer is already making
good use of the area available to him. A recent change of policy has given
higher priority to increasing even further the productivity per feddan in
existing irrigated areas, rather than to relatively costly new developments
on the fringes of the Nile Valley. Under this policy considerable capital

1/ "Pilot ProJect for Drainage of Irrigated Land", United Arab Republic,
1961-65. Contractors:- NEDECO; sub-contractors:- ILACO of Arnhem, the
Netherlands.
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has recently been invested in the conversion of older, non-perennial basin
irrigation areas to perennial cropping. Sizeable investment has also been
made in dr6inage and in agricultural research, extension and supporting serv-
ices. Further details of the UAR's agricultural sector, services and input
provisions are included in Annex 2.

2.05 Two major constraints to increasing productivity -- water-logging
and salinity -- have not yet been tackled on a scale sufficient to arrest the
worsening situation, and there is urgency in proceeding with this work, part!-
cularly in the Delta. The ameliorating effect of good drainage on crop yields
has already been spectacular on some of the 360,000 feddans already tile
drained (see Annex 1).

Irrigatiorn and Drainage

2.06 The irrigation and drainage systems stretch almost continuously from
Luxor to Alexandria, a distance of over 700 km. The systems have been planned,
constructed, maintained and firmly controlled for the past 130 years by the
former Public Works Department Irrigation Service, now the Ministry of Irri-
gation.

2.07 In line with government policy, the Ministry has allocated priority
to schemes in areas where the need for drainage improvements is acute, in
which increasing salinity conditions are likely to affect crop yields seriously
in the near future, where investigations are advanced, and which will give the
highest returns on investment. The Ministry has estimated that the cost ofE282
million (US$650 million equivalent).

2.08 The scheme given the highest priority by the Government is located
in the Nile Delta, which contains a formerly very fertile area of about 4 mil-
lion feddans under irrigation. The project area is in the southern part of
the Delta (see Map 1), where salinity is becoming critical, and in which a
considerable amount of investigation has already been carried out. The
Authority was established in September, 1969 to implement all tile drainage
projects in the Delta, with special reference to the present project.

III. THE PROJECT AREA

General

3.01 The project covers 17 drainage catchment units containing sc,me
950,000 feddans in the Nile Delta, from within 25 km of the Mediterranean in
the north, to 140 km away from the coast at the project's southern limit.
The project is located in 23 districts 1/ of seven of the governorates in
the Delta. As shown on Map 1, it is situated as follows:

1/ District boundaries do not coincide exactly with drainage catchment
boundaries of the project area. Most statistics were available on a
district basis only.



Area No. of Drainage
Location '000 feddans Catchments

Eastern Delta Group
East of the Damietta Branch
of the Nile Delta; 251 4

Central Delta Group
Between the Damietta and

Rosetta Branches of the Nile Delta; 349 7

Western Delta Group
West of the Rosetta Branch of

the Nile Delta; 350 6

TOTAL 950

Climate, Topography and Soils

3.02 The climate in the area is warm and dry, with pronounced changes
between day and night temperatures. The cool winter season continues from
November to March; the summer season begins in May and ends in September.
Only about 180 mm of rain falls at the coast annually, mainly between November
and February. The amount decreases rapidly inland to about 26 mm at Cairo.
Near Tanta, in the center of the project, the mean daily temperatures over a
30-year period vary from a maximum of 34.70C in August to a minimum of 5.3%C
in January. The topography is flat, and slopes gently from Cairo towards the
sea. The soils consist of heavy deltaic alluvium, being somewhat lighter in
the southern part of the project area, and becoming heavier to the north (An-
nex 3). The alluvium averages some 9 to 10 m in depth and overlies deep de-
nosits of water bearing sands and gravels. The soils are suitable for the
cultivation of cotton, rice, maize, wheat, Egyptian clover, barley, beans,
vegetables and fruit, provided they are supplied with irrigation water and
drainage. There are salinity problems, particularly in the northern part of
the project, which are rapidly worsening due to inadequate drainage, and which
are adversely affecting crop production.

Population and Land Tenure

3.03 The rural population of the districts in which the project is con-
tained has been estimated to be 5.2 million. About 39% of the farms are
owner-cultivated, with an average size of 3.86 feddans; 28% are rented with
an average size of 2.66 feddans and the remainder are made up of owner-
tenant operated holdings with an average size of 4.27 feddans. In the
project area itself, average farm sizes are slightly smallt#r (see para.
6.09).

Cropping Pattern and Yields

3.04 Cropping rotations are well established throughout the project area,
with cotton and rice as the principal cash crops (Annex 2). The Ministry of
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Agriculture and Agrarian Reform regulates by decree the area planted under
cotton each year throughout UAR, and this is currently fixed at one third of
the arable land in the project area. Irrigated rice is restricted by decree
to the northern governorates, and the area cultivated is dependent on the
amount of irrigation water available after the demands of the cotton crop
have been met. In 1968, about 40% of the area in the rice-growing governorates
was cultivated under rice. Cotton is grown on the same land every third year
and is the controlling factor in the crop rotation. After cotton is planted,
it is normally succeeded by wheat and clover in winter, and by maize in the
following summer in the southern part of thefproject area; in the northlern
part, irrigated rice or maize is grown in th! following summer. The rotation
presently practiced is well suited to the conditions in the Delta and no major
change is envisaged in the near future. Up to the present, the area under
cotton and rice has been limited by the amount of irrigated water available
in summer. With the completion of the Aswan High Dam, this constraint should
be removed.

3.05 In the Delta, yields of the major crops, while high by world stand-
ards, have remained relatively constant for the past decade, in spite of the
use of improved varieties and increasing quantities of fertilizer and other
inputs and associated services. In general, the data available indicate that
there is a slight long-term fall-off in yield which becomes more noticeable
in the northern areas of the project, where drainage has deteriorated further
than in the south, and there are indications in the northern, north-western
and north-eastern sections of the project that impeded drainage and salini-
zation might reach a point in a few yRaars where yields may fall sharply. There
appears to be considerable variation in the yield of cotton, usually directly
related to drainage conditions, although other factors such as infestation and
humidity clearly have an effect.

Marketing, Credit and Transportation

3.06 The policy of the government is to extend to cooperatives a monopoly
in marketing of all crops; this is currently enforced for cotton, rice and
onions. Cooperatives also make substantial purchases of wheat, beans, maize
and other crops. They take delivery, at fixed prices, of the amount of produce
which has to be sold to the government (Annex 2, para. 6). Wholesale markets
for grain, livestock, fruit and vegetables, owned and operated by the Ministry
of Supply or cooperative market associations, are located in several parts of
the country, and are expanding.

3.07 The Organization of Agricultural Credit in Cairo deals with an agri-
cultural credit cooperative in each governorate. In turn, these make loans
to each of the 4,500 farmer cooperative societies in the villages, and all
farmers, both owner-cultivators and tenants, are members. These societies
supply credit both in cash and goods to the farmer on the basis of the area
planted to a specific crop. Farmers receiving credit are closely supervised
and receive advice from extension personnel as to the recommended methods of
cultivation, fertilization, pest and disease control, livestock management,
etc. In 1967, the loans made amounted to LE80 million (US$184 million). Al-
though no interest is charged, a fee of 4% on loans is levied on the Village
cooperatives, who in turn charge a 7% fee to the farmers.
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3.08 In general, sufficient credit and supplies of farm inputs andc equip-
ment are available to all farmers on reasonable terms, and there are suffi-
cient crop processing facilities. The area is adequately served by the ex-
isting system of paved and unpaved roads, as well as by a railroad, provid-
ing good access to urban and rural consuming centers, processing plants and
to ports.

Supporting Services

3.09 The supporting services available to the farmer are generally ade-
quate. The extension service reaches the farmers through an extension agent,
often a graduate officer, stationed in the village and assisted by the direc-
tor of the farm cooperative in the village and backed up by district and
governorate organizations, staffed with a full team of specialists. The
area farmed by a village varies from 500 to 2,000 feddans. There is how-
ever a need to improve the mobility of extension workers and their farmer
training equipment (para. 5.11).

Irrigation

3.10 The intensity of irrigation in the Delta is exceptionally high.
About 90% of the 4 million feddans 1/ commanded by the canals in the Delta
receive a perennial irrigation supply once every 18 days in sunmmer and
winter, and every 15 days in spring and fall. Rice areas, however, receive
a supply every eight days in summer.

3.11 The annual volume of water available for diversion from the Nile
in the Delta since the first barrage was commissioned in 1890, averaged
about 26 billion m3 (21 M ac-ft.). Continuance of this adequate supply,
amounting to a depth of about 1.3m of water each year, has been assured by
the construction of the High Dam, now nearing completion. The Nile water
has a low salt content averaging about 200 parts per million. Nevertheless,
the quantity of salt passing annually into the Delta soils for the last 80
years has been about 1.5 tons per irrigated feddan; it is now evident that
too low a proportion of this salt is being leached out of the soil by ef-
fective percolation, with the result that the salt accumulation has already
reached a level which is potentially dangerous to crops in more than half
of the northern part of the Delta (Annex 3).

Drainage

3.12 Since the introduction of I)erennial irrigation 80 years ago, the
natural drainage of the Delta has bean increasingly incapable of discharging
the large quantity of surface run-of' and year-round seepage from the fields,
canals and branches. Despite the construction of a widespread system of sur-
face drains and pump stations over 40 years ago, the groundwater has gradually
risen in consequence; it is now less than 60 cm from the surface in much of

1/ Statistics in remainder of chapter relate to the entire Delta.
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the area for several months of the year (Annex 4). The high water table causes
water-logging and prevents leaching of incoming salts from the root zone.
Crops suitable for Delta conditions are not particularly salt tolerant and,
if the productivity of the area is to be maintained, accumulated salinity must
be removed and the high water table must be lowered. The installation of sub-
surface drainage on a massive scale thus becomes a prerequisite for preserving
this otherwise well-developed and productive area of Egypt's limited lands
under irrigation.

3.13 Of the three methods of groundwater extraction and control in use
in the Delta at present, tile drainage, as proposed for the project, is the
most appropriate. It removes excess soil moisture through concrete or clay
pipes buried horizontally below the crop root zone, does not require permanent
removal of land from crop production, needs (only minor maintenance, has been
fully tested in 360,000 feddans in the Delta, and has been shown to be suc-
cessful. The other two alternative methods, deep open field channels and
tubewell drainage, are discussed in Annex 4.

IV. THE PROJECT

Introduction

4.01 The project would be part of an overall program to provide tile
drainage in much of the Nile Valley within the UAR over the next 20 years.
The estimated cost of the project would be TE64 million (US$147 million
equivalent). The program has been held up due to the lack of foreign ex-
change required for drainage pumping machinery, and for mechanical drain-
laying equipment to be used in accordance with the Ministry of Irrigation's
policy of mechanizing construction wherever this would result in reduction
of cost and faster implementation.

4.02 The project is contained within that part of the Delta in which it
has been known for some time that tile drainage is the most economical and
effective method of groundwater control (Annex 4). Similar projects will be
started in the remaining areas in the Delta and elsewhere as soon as appro-
priate techniques have been developed and when the necessary construction
capacity and equipment become available.

Project Description

4.03 The project is designed to achieve the following objectives::

(i) to increase crop production in the Delta by improving>
soil moisture and salinity conditions (para. 6.03 and
Annex 2);

(ii) to effect discharge of excess groundwater from the project
area, so as to depress the water table to a depth of about
one meter below the surface (except in rice-growing areas),
in less than five days after irrigation in any season
(Annex 4);



(iii) to desalinize the soil through leaching excess salts from
the root zone by control of the water table, and the main-
tenance of this improvement at minimum cost (Annex 2 and
para. 5.11); and

(iv) to dispose of the subsurface drainage effluent and surVace
irrigation waste from the project area, by low-lift drain-
age pumps (Annex 4).

4.04 The physical works in the project would consist of:

(i) the construction of 11 drainage pump stations;

(ii) the remodeling of about 1,700 km of main open drains and
their associated structures;

(iii) the installation of tile field drainage in 950,000 feddans
of irrigated land by mechanical equipment; and

(iv) building facilities for equipment maintenance and for the
training of staff and operators in tile drainage construction.

The project would also provide:

(i) transport and farmer training facilities for the agricultural
extension services (para. 5.06 and Annex 2);

(ii) tile drain maintenance equipment;

(iii) equipment suppliers' technicians to assist in maintenance and
operational training; and

(iv) consultants for advisory services in management and
training (para 5.08).

The Project Works

4.05 The project would include the installation of tile field drains 1/ in
17 drainage catchments adjacent to the existing tiled area, as well as the
means of discharging effluent from these catchments into the present disposal
system as shown on Map 1. Drainage flows would be pumped from the suitably

1/ Tile drainage consists of clay, concrete or plastic pipes laid continuously
at a slight slope below the crop rooi zone. When groundwater rises above
the tile field drains, due to either the application of irrigation supplies
or upward pressure, water from the saturated soil seeps through the open
joints or slots of the pipes into the field drains, and thence into col-
lector drains, until all the drainable surplus water is removed from the
soil abovre the drain. The crop root zone is thus relieved of water-
logging, and the effluent carries with it the surplus soluble salts.
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deepened open drains in 11 of these catchments (numbered II to XV on Map 1),
which vary in size from 24,000 to 90,000 feddans, with a total of 637,000
feddans. The pumps would discharge the effluent either into large irrigation
channels f,r dilution and re-use, or into main drains flowing to outfalls on
the coast. In the other six catchments (numbered OE, OM and OW), totalling
313,000 feddans, the land levels are sufficiently high to permit the effluent
to flow into the branches of the Nile or main drains without pumping, and
thence to discharge into other systems or to sea outfalls.

4.o6 The tile field drains or laterals would be installed at about 1.4 m
below ground level by machines which would excavate a narrow trench and lay
the 10 cm diameter tiles continuously. Concrete tiles would be used 1/, ind
altogether about 270 million pipes of 30 cm length would be required. The
manufacture, inspection, storage and transport of these pipes is in itself a
very considerable undertaking; it would need 50 semi-automatic moulding ma-
chines, to be provided under the credit, in several factories for the produc-
tion of an average of 900,000 pipes a week. The laterals would be about 200 m
long, with a spacing dependant on soil conditions and averaging 50 m, each
flowing into a piped collector drain. The total length of laterals in the
project would be about 80,000 km. The collector drains would discharge into
the existing open channel branch drains which would be deepened by about one
meter and widened to receive the deeper inflow. The main drains would also
be remodeled accordingly, and all drain control struc~ures and bridges would
be lengthened or rebuilt to suit. About 23 mLllion m of earth would have to
be excavated from the branch and main drains. The remodeling process would
be the minimum practicable and, because of the high value of land, would be
less costly to construct and maintain than the alternative arrangement with
deeper, wider drains and greater distances between pump stations.

4.07 To dispose of the increased amount of drainage effluent from the
project area which would have to be lifted from the deepened main drains, some
existing pump stations would be replaced by new stations having larger lift
and discharge capacities, and additional stations would be constructed at new
locations. Eleven stations would be built in the project, with 47 pumps in-f3stalled and a total pumping capacity of 213 m /sec, and with operating heads
varying from 1.2 to 4.6 m. Details of the mechanical and electrical pumping
equipment proposed are given in Annex 5. The installed pumping capacities
proposed are satisfactory (see Annex 4, paras. 26-27). The power transmission
lines to the pump stations would be quite short, and would be included in the
project together with a new substation. Assurances have been obtained that
the pover supplies would be provided in phase with the scheduled requirements
of the project.

1/ Sulfate resistant cement, which is available in the UAR, would be speci-
fied and incorporated where necessary to prevent deterioration of tiles
by chemicals in the soil or drainage water.
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Equipment Maintenance

4.o8 A large, well-equipped government central workshop is available in
Cairo for the assembly, testing and major repair of machinery. The storage,
distribution, maintenance and repair facilities are, however, inadequate in
the project area. To carry out normal repairs and maintenance of equipment
and vehicles, about 10 mobile field workshops and 4 divisional workshops would
be set up and equipped under the project. Arrangements for the scheduled
establishment of these facilities, under the direct control of the Authority,
would have to be made as soon as possible. Assurances have been obtained
during negotiations the divisional workshops would be completed within eighteen
months of the effective date of the credit.

4.09 Competent foreign technicians would be provided by the equipment
suppliers under their contracts and would be resident on site. They would be
responsible for the maintenance and minor repair of the equipment. Assurances
have been obtained that import licenses for equipment and spares for the
project would be issued without delay when required. Major overhauls and
repairs would be carried out in the additional divisional workshops as neces-
sary under the supervision of the equipment contractors' technicians. In this
way it could be expected that a reasonable level of construction equipment
serviceability and output would be maintained. Assurances have also been
obtained that all equipment supply contracts would contain suitable pro--
visions for the attendance of suppliers' technicians (see para. 5.09).

Engineering

4.10 The detailed engineering for th;! whole of the proposed works is in
a preliminary stage of preparation by the staff of the Authority, who are
technically capable of designing and specifying the works. In the gravity
flow drainage catchments, many of the open drains have already been deep-
ened, and about 160,000 feddans are ready for tile laying to start. Bid.
documents and drawings are in preparation for the first tile drainage instal-
lation contracts in these areas. Bid documents for the supply of tile lay-
ing machines, excavators and pumping machinery are being drafted by the
Mechanical and Electrical Department.

4.11 The present capacity for the production of printed drawings and
other documents are not adequate for the project, and it would be necessary
to import additional, modern drawing office and reproduction equipment and
materials, which have been allowed for in the cost estimates.

4.12 The design for the tile drainage would be based on seven years of
experience gained in the Delta on the successful FAO/UNDP Pilot Project for
Drainage of Irrigated Land (Annex 1) and other tiled installations, now total-
ling about 360,000 feddans. The criteria used by the government Drainage
Research Bureau for design of the systems are appropriate and are on the whole
satisfactory. The present staff, transport and equipment for pre--dreinage
field surveys is far from sufficient but could readily be expanded to meet
the maximum requirements for the project. Most of the survey and design work
for the remodeling of the open main drainage system has already been com-
pleted, and surveys are regularly updated. Detailed design of pump stations
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and pumping equipment would be done by the construction and equipment supply
contractors, to the specifications and approval of the Authority.

Construction Schedule

4.13 The phasing of equipment supply and construction within the project
is determined by the rate of increase in tile drainege inst,allation capacity
which could be achieved by the Authority and the contractors, the progress
already achieved in drain remodeling, and rate of the construction of pump
stations. A reasonable division of work load between the Eastern,, CerLtral
and Western Delta Drainage Groups is another factor in determining the con-
struction program.

4.14 From previous experience in the Delta, the Authority's engineers
have programmed the work so that all open drains would be remodeled to the
appropriate depth and, in pumped drainage areas, all new pump stations3 would
be operational, before starting the installation of tile drains in a catch-
ment unit. This procedure has been followed in the construction schedule
shown in Annex 6. The phasing of pump station construction, drain remodel-
ing and tile drainage installation would have to be carefully coordinated
and maintained. Installation would be in progress generally in not more
than four drainage catchments simultaneously although at increasing rates,
so that the extent of logistical effort in the last year of the project
would be six times that in the first year. Delays in obtaining accesis and
the acquisition of rights-of-way are not anticipated, since the necessary
powers were vested in the Ministry by laws updated and decreed in 1968; no
problems in this respect have arisen since then.

4.15 While the project does not contain unusual engineering features the
intended rate of tile laying, planned to rise from 3,300 km/year (40,000 fed-
dans/year) to 20,000 km/year (240,000 feddans/year) in five years, entails a
massive task of construction management and logistics (Annex 5). The maximum
implementation rate is the highest attempted. anywhere. It is only achievable
with mechanical tile laying machines, successfully developed and proven in
EuroDe and the USA and already in operation in the UAR. A fleet of 100 such
machines could achieve an average production of about 22,500 km/year when
provided with reasonably efficient operators, good logistical support and
regular maintenance. This would be 10% more than the maximum intended with
the same number of machines under the project; the proposed implementation
rate would be feasible under the conditions outlined, provided that the im-
plementation agency is adequately supported (see para. 5.08).

4.16 The Ministry has achieved installation rates of 80,000 feddans a
year but the present annual achievement is only about 40,000 feddans. This
rate would be the target for the first two years of the project. However,
in the third year the full benefit of the new tile-making and laying machin-
ery (Annex 7) would be achieved and the annual rate would jump to 130,000
feddans; at full production, in year 6, the target would be 240,000 feddans.
The phasing of the program, by catchment areas, is given in Annex 6 and sum-
marized below.
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Annual Rates of Implementation

Financial Year:/- 1969/70 1970/71 1971/72 1972/73 1973/74 1974/75 25L76

Project Year: 1 2 3 4 5 6 7(part)
---- ('000 feddans)----------------------

Area tile drained: 40 40 130 170 200 240 130

Cumulative area: 40 80 210 380 580 820 950

/1 July 1 to June 30.

The first tile installation contracts could be started in some of the gravity
flow areas towards the end of 1969, and the project could be substantially
completed by the end of 1975. However, construction of further projects in
the drainage plan must start in 1973 in order to maintain the momentum of
the overall drainage plan.

Cost Estimates

4.17 Cost estimates for the pump stations and their machinery are
based on unit prices for similar stations recently constructed in the
Delta. The quantities and rates for the deepening of drains are accu-
rately known from surveys and current work, and the cost of mechanical tile
laying was estimated from details recorded in the FAO/UNDP Pilot Project
as well as on present contracts. The foreign exchange costs of the equip-
ment and machinery are based on current sellers' quotations for the UAR.
Contingency factors of 5 to 20% have been applied as appropriate, with an
overall average of 10%, and varying allowances have been included for es-
calationi in equipment and labor costs (see Annex 8). These estimates are
considered reasonable. The cost of the project is estimated to be about
UE64 million (US$147 million equivalent) including the residual value of
construction equipment on completion of the project. The foreign exchange
component is estimated at IEll.3 million equivalent (US$26 million), mostly
for equipment, and the average cost per cultivated feddan is LE66 (US$152
equivalent). The costs are summarized in the following table and further
details are given in Annexes 7 and 8.
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Cost Estimates

hE million equivalent US$ million equivalent
Local Foreign Total Local Foreign Total

1. Tile Drainage:

Equipment 2/ 0.1 5.6 5.7 0.1 13.0 13.1
Construction 23.0 - 23.0 53.1 - 53.1
Training center,

offices, workshops
and stores 0.9 - 0.9 2.0 - 2.0

2. Remodeling Main Drainage:

Equipment 0.1 1.2 1.3 0.1 2.8 2.9
Construction 9.7 - 9.7 22.3 - 22.3

3. Pump Stations:

Equipment, machinery
and construction 3/ 2.7 2.9 5.6 6.2 6.8 13.0

4. Crop compensation 4.7 - 4.7 10.8 - 10.8

5. Administration, super-
vision, training and
consultants 4.7 0.3 5.0 10.8 0.65 11.4

6. Tile drain maintenance
equipment - 0.1 0.1 - 0.2 0.2

7. Agricultural extension
service vehicles - 0.2 0.2 - 0.5 0.5

8. Contingencies 4.7 0.9 5.6 10.8 2.1 12.9

9. Customs duties 2.1 - 2.1 4.8 _ 4.8

Total project cost: 52.7 11.2 63.9 121.0 26.0 147.0

1/ All figures rounded.

2/ Includes machines, vehicles, workshop, office, stores and training equip-
ment, spares, freight, foreign suppliers' technician costs and aLllowances
for escalation.

3/ Includes pumps, motors, switchgear, electrical transmission, imported
construction equipment and contractors' overhead costs.
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Financing

4.18 The proposed IDA credit would cover the foreign exchange require-
ments of the project, estimated at about US$26 million, or 18% of the total
project cost. Government allocations would provide the balance of the
project cost, some US$121 million equivalent, and disbursements would be
required approximately according to the following schedule:

/1 1969/ 1970/ 1971/ 1972/ 1973/ 1974/ 1975/ Total Project
Financial Year- 1970 1971 1972 1973 1974 1975 1976 Requirements

Project Year: 1 2 3 4 5 6 7
… --------- US$ million equivalent -----e

Government Contri-
bution: 6.1 9.1 20.2 26.2 25.5 23.2 10.7 121.0

IDA Credit: 0.3 6.1 9.5 7.4 1.7 1.0 - 26.0
Project Totals 6.4 15.2 29.7 33.6 27.2 24.2 10.7 147.0

/1 July 1 to June 30.

Annual public investment in agriculture, irrigation and drainage has
recently been more than "E60 million (US$138 million equivalent), includ-
ing amounts of at least LE9.5 million (US$22 million) for the Aswan High
Dam now nearing completion. The annual local currency requirements for the
project should, therefore, be readily available within the government bud-
getary allocations.

4.19 Nearly 90% of the foreign exchange would be required during the
first four years of the project for the importation of equipment and for
the services of consultants and expatriate maintenance and training tech-
nicians. Some of the machinery and equipment financed would not be fully
depreciated under the project and assurances have been obtained that they
would be used for the continuation of the government's drainage plan.

Procurement and Contract Procedures

4.20 Construction equipment, drainage pipe manufacturing machinery,
vehicles and associated spares would be procured by international competi-
tive bidding in accordance with the Association's standard procedures, ex-
cept for minor contracts not exceeding US$10,000 individually and US$100,000
equivalent in aggregate. Local manufacturers of trucks, tractors and motor-
cycles would be allowed to bid, with a preference of 15% or the actual cus-
toms duty, whichever is lower.

4.21 International bids would be obtained for the construction of the
11 pump stations, complete with pumping equipment. It is anticipated that,
when bidding, foreign manufacturers would either enter into joint ventures
with Egyptian civil engineering contractors, or would sub-contract the
structural work to approved Egyptian concerns. However, in accordance
with the Association's normal procedures, no preference would be given to
local civil works contractors in comparison of bids.

4.22 There are a large number of experienced Egyptian construction
concerns, including two who have been successful in international bidding
on Bank Group projects. In the near future, with the completion of the
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High Dam, these concerns will have a considerable amount of excess capacity.
It was therefore agreed during negotiations that contracts solely for civil
engineering work would be awarded on the basis of local bidding. Although
the larger hgyptian construction firms have been nationalized, they continue
to operate on commercial lines and there would be an adequate degree of
competition in bidding. Since very few of these concerns have the special-
ized equipment required for the project field works, contracts would in-
elude provision for the purchase of construction machinery from the Authority
(see para. 4.20). The terms and conditions of purchase by contractors were
agreed with the Association during negotiations and include that the price
to be paid by the contractors for the machinery would be that paid by the
Authority with the addition of a 10% administration charge; that payment
would be made by installments over the contract period; that the contractor
shall submit a letter of guarantee covering the full price of the machinery;
that the machinery shall remain Government property until the completion of
the contract; and that the machinery shall be constantly maintained in good
working order. It is intended that the 300 million drainage pipes required
would be supplied by local manufacturers under contract, and that the pipe
moulding machinery to be purchased by the Authority under the credit would
be resold to them on similar terms to those agreed for the resale of construc-
tion equipment.

Disbursement

4.23 The proposed credit would be disbursed against evidence of:

(i) certified payments made under contracts for construction
of complete pump stations; disbursements would be made
on the basis of the foreign exchange element of the con-
tract price;

(ii) the landed, foreign exchange cost of construction equip-
ment and spares imported for the project and the foreign
exchange element of salaries for manufacturers' technicians
who would be resident in the UAR under the equipment supply
contracts;

(iii) the foreign exchange component, agreed as 65% of th(s
invoiced price, of contracts for trucks, tractors and/or
motorcycles if supplied by Egyptian manufacturers;

(iv) the foreign exchange element of fees, expenses and salaries
reimbursable under contracts for foreign consultants andi
technicians who would provide advisory services for the
project; and

(v) the foreign exchange costs of overseas training to be gLven
to operators and staff participating in the project, as
certified by consultants to be responsible for the super-
vision of this training.

Accounts and Audit

4.24 The Ministry of Irrigation, like all other ministries of the UAR
Government, is subject to an annual external audit by the government's Central
Organization for Accounts and Audit, which reports directly to the Presidency.
In addition, resident auditors are stationed in field inspectorates of the
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Ministry of Irrigation to pre-audit accounts before disbursement. These
procedures would also apply to the Authority. Assurances, however, have
been obtained for:

(i) establishment and maintenance of separate project accounts
by the Authority;

(ii) annual auditing of such accounts by an independent accountant
and the Central Organization for Accounts and Audit, in accord-
ance with procedures satisfactory to the Association;

(iii) submission of copies of each audit report to the Association
within six months of completion of each financial year.

V. ORGAiIZATION AND MANAGEiMENT

Ministerial Responsibility

5 01- The Minister of Irrigation would be responsible for the general
supervision of the implementing agency for the project, and for the main-
tenance and operation of the works after completion. The Minister of
Agriculture and Agrarian Reform would be responsible for providing exten-
sion services, on-farm inputs and agricultural credit through the coopera-
tive organizations, to enable full benefits to be achieved from the project.

Project Authority

5.02 Executive responsibility for constructioi of the project has
been vested in the Nile Delta Authority for Tile Drainage Projects, which
is an independent government agency under the supervision of the Ministry
of Irrigation, established by Presidential Decree in September 1969. The
Authority is in process of formation on the organizational pattern shown
in the chart on page 1 of Annex 9. Its management would be comprised of
a Chairman and a Board of eight directors, five of whom would be executives
on the project. The Minister of Irrigation can in addition appoint the
Under Secretary of Agriculture and two other directors of high technical
competence. The administrative and technical staff would be transferred
to the Authority mainly from associated departments of the Ministry of
Irrigation, and also from other agencies of the government.

5.03 The formation of the Authority provides the basis for the effi-
cient implementation of the project, since the staff would be engaged solely
on project execution, and the Authority would have the necessary control
of all technical, administrative and financial aspects of the project.
These include:

(i) planning, budgeting and progress control;

(ii) investigations and detailed engineering;

(iii) procurement of goods and services;

(iv) acceptanee, storage, sales and distribution of equipment
and spares;

(r) training facilities for project staff and operators;



- 17 -

(vi) coordination and supervision of all project field forces
on drain remodelling, pump station construction and tile
laying;

(vii) equipment maintenance and repair facilities;

(viii) funding and allocation of local currency requirements;

(ix) separate project accounting and audit procedures; and

(x) planning of project maintenance and introduction of
monitoring and evaluation of agricultural benefits.

All these activities would be concurrent throughout the first four years,
while most of them would be continuous for the full period of the project,
and thereafter for subsequent phases of the overall drainage plan.

5.O4 The organizational scheme as presented would be adequate to enable
the Authority to direct, coordinate and supervise the numerous activities
of all the government forces, local construction concerns and foreign
svtppliers involved in the project. The selection and appointment of com-
petent, experienced and suitably qualified officials for top management;
posts in the Authority would be one of the most important elements for the
success of the project. The government recognizes this and during negotia-
tions agreed to make every effort, including that of keeping the Association
informed on any significant changes prior to the event, to maintain an
effective organization and management structure.

Staff Availability and Training

5.05 A summary of technical staff requirements for the implementation
of the project is given in Annex 9. More than 200 engineers and 400
technicians would be needed in the Authority for the design and supervision
of construction of civil works, and for supervision of erection of mechanical
and electrical plant. The total present technical staff of the Ministry of
Irrigation is also shown in Annex 9, and it is evident that the number of
civil engineering staff required for the project would be available from
the Ministry, while the mechanical engineering staff needed would be avail-
able from the Ministry's Mechanical and Electrical Department. Assurances
have been obtained that the required numbers of qualified staff would 'be
transferred to the Authority in accordance with a timetable which has Ibeen
agreed with the Association. Sufficient numbers of foreign technicianis, to
be provided by the equipment suppliers, would be resident in the UAR to
ensure proper assembly and maintenance of the imported equipment. It was
agreed during negotiations that the supply contracts would require these
personnel to be available from the date of delivery of the construction
equipment to the construction contractors until completion of its use on
the project or, in the case of pump station equipment, a six-month train-
ing period for operating staff has been completed after the comwissioning
of each installation.
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5.06 The agricultural extension serviLce provided by the Ministry of
Agriculture and Agrarian Reform to farmers in each gove;rnorate, district
and village is presently staffed with an adequate range of specialists to
meet the needs of crop ana livestock Droduction in the project area, andi
for the ginning of cotton, together with the production and storage of
cotton seed (see Annex 2). The extension staff is backed up by suitable
research organizations in crop, livestock and all necessary specialist
disciplines. Similarly, the cooperative and agricultural credit organiza-
tion is adequate. The extension services in the project area would be
considered adequate if the mobility of field officers and the availability
of training aids were improved. To meet this need, allowances have been
made in the cost estimates for appropriate vehicles and equipment. These
items would be specified by the MinistrJy of Agriculture and procured on
their behalf by the Authority under international competitive bidding in
accordance with the Association's procedures. (See also Annex 2).

5.07 Agencies of the UAR government have the proven capability of
implementing very large projects (viz- the operation and widening of the
Suez Canal and the completion of the High Dam). However, in order to
achieve significantly faster drainage construaction rates than at present,
their engineers and technicians need additional training to up-date their
management and operating methods. The provision ol trained personnel
would be a critical aspect of the execution of the project. The principal
training requirements for the project are for tile laying machinery operators
and mechanics, drainage investigation technicians, tile drain layout de-
signers and supervisory engineers, as well as f'or -;Ianning and construction
control engi-neers. The requirements are related t- the increasing rates
of installation which would have to be achieved on the project (see Annex 9).
The scale on which new technical skills would have to be acquired by large
numbers of lower echelon staf'f In preparatory survey work, drainage design
and installation, would necessitate the establishment of' a project training
center in the Delta. It would be important to prevent untimely dispersion
of trainees to other work. Assurances have been obtained that staff who
have been trained under the project programs would return to and remain on
the project for a minimum period of at least two years in the field in
which they were trained. Until the full reauirements of trained staff for
the project were met, the Authority would not be in a position to under-
take similar drainage projects elsewhere themselves without detriment to
the project. Assurances have been obtained that no other similar work
would be undertaken by the Authority during the construction period of this
project without first having satisfied the Association that its prompt and
efficient completion would not be adversely affected.

Consultants

5.08 There is an urgent need to plan ard implement appropriate train-
ing courses for nroject personnel, both at the proposed training center and
overseas, in modern methods of vrolect manage7ement ard control as well as.
equipment operation and maintenance. It w7ould, however, be beyond the
initial capacity of the Authcrity to make all the necessar- arrangements
for this in the short term. To ens u-e tmat t -ra_ning -p ogr&ms would be
carried out ranidly and effectivelY. it w-cullld be ne;cessarv for the Authority
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to engage a firm of consultants to devise and assist in the training pro-
grnms in the UAP, and overseas. Before trained Egyptian personnel could be
made available or fully effective, the firm of consultants would also have
to provide advice and assistance to the Authority's staff in planning.,
coordination, and progress control; in establishing appropriate procedures
for the survey, design and the production of drawings for the project;
in procedures for bid evaluation, equipment maintenance and for stores
control. It was agreed during negotiations that a firm of consultants
would be appointed under terms and conditions acceptable to the Association.
Summarized terms of reference for the consultants are given in Annex 9.
The appointment of consultants acceptable to the Association would be a
condition of effectiveness of the proposed credit agreement. The foreign
exchange costs of consultants' services is provided for under the proposed
credit.

ODeration and Maintenance

5.09 After their construction and formal acceptance from the con-
tractors, the project works would be handed over by the Authority to
established Departments of the Ministry of Irrigation which would then
be responsible for all operation and maintenance. The staff required for
operation and maintenance of the project drainage system are shown in
Annex 9, and they would be trained at the Authority's training center.
The continuous monitoring of the general effect of tile drainage on soil
conditions and crop production in the project area would be an important
element in the evaluation and design of future projects. Assurances have
been obtained that suitable monitoring services would be set up and main-
tained by the Authority.

Operation and Maintenance Costs

5.10 Operation and maintenance cost estimates for the pump stations
and the open drain system within the project have been based on actual
expenditures previously experienced on similar works in the Nile Delta.
Estimates of the cost of maintenance of the tile drains were based on
expenditures incurred on the FAO/UNDP Pilot Project for Drainage of Irri-
gated Land and elsewhere in the project area, as well as on costs of similar
work in Syria and in Europe. Appropriate adjustments were also made *to re-
flect the improved level of operation and maintenance assumed for the proj-
ect. The estimates include charges for wages and salaries, energy and
lubricants, repairs, materials, replacements of parts for pumps and motors,
and a contingencies element of 15%. These costs would be incurred by the
I)rainage, Tile Drainage Maintenance and Mechanical and Electrical Depart-
ments of the Ministry of Irrigation.

5.11 Operation and maintenance cost estimates during the six and a
half years of the construction period would be as follows:
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Financial ,ear~ 1969/T0 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76

Project Year 1 2 3 4 5 6 7
- -- -- - - millions-- 

Egyptian LE - 0.04 0.08 o.16 0.26 o.45 o.63

US $ equivalent - 0.10 0.18 0.37 0.59 1.03 1.45

After 1977 (year 9), the annual operation and maintenance cost is estimated
at LS0.7014 (us$1.6M equivalent) until 2003 (year 35), when replacements for
the -p-umps and tile drainage would be necessary. Of this amount, about LEO.33M
(US$o,76M equivalent) would be for the maintenance of field tile drains.

Recovery of Costs

5.12 The government is empowered by legislation to recover the costs
of field tile drainage directly from beneficiaries by means of charges
levied annually. The charges are designed to recover not only the
capital cost of tile drainage over 20 years, free of interest after the
addition of 10% to cover administrative charges, but also the maintenance
cost of clearing pipelines. These costs and charges would be approximately
as follows:

us$
LE Equivalent

Over Project Area:

Capital cost of tile drainage in
project area 33.3M 76.7M

Administrative charge, 10% 3.3M 7.7M
36 .6M M 8 .T

Equivalent to:
Annual capital repayment from project
area over 20 years 1.8M 4.2M

In addition:
Annual maintenance cost of tile drainage
in project area (see para 5.11) 0.3M 0.8M

Per Cultivated Feddan /1:

Annual capital repayment charge 1.92 4.42
Annual maintenance charge 0.35 0.80

Total charges: 2.27 5.22

Per Cropped Feddan /2: 

Annual capital repayment charge 1.63 3.75
Annual maintenance charge 0.29 0.67

Total charges: 1.92 4.42

/1 Cultivated area of 950,000 feddans in project.

/2 Taking double cropping into account, a cropped area of 1,176,000 feddans
a year is assumed for the four main crops cotton, rice, maize and wheat
in the project area (see Annex 11, page 2).
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It was agreed during negotiations that suitable arrangements would be made
to ensure that the cost of maintenance and the capital invested in field
tile drainage would be recovered from beneficiaries by way of the charges
described.

5 13 The other project costs, consisting of remodelling and maintaining
main drains and the construction and operation of pump stations, plus the
provision of agricultural extension services, research and training faLcil-
ities, would amount to about LE30 million (US$70 million equivalent) over the
35-year life of the project, and would be met by budget allocations out of
general revenue. A significant contribution to the revenue is made by, a
land tax which is related to the productive capacity of the land and which
is reassessed shortly after the completion of public works which affect
the productivity of the land. Anticipating yield improvements from the
project, it would be reasonable to expect an increase of about LEl (U'S$2.30
equivalent) per feddan in the average annual land tax paid in the project
area, presently about LE4.50 (US$l0.35 equivalent). This level of in--
crease, extended over the 35-year life of the project, would more than
offset the costs remaining after direct recoveries for field tile drain-
Age. The benefits arising from the works would enable farmers to meet;
drainage charges and increases in land tax without impairing their in--
centives to increase production (see para. 6.og).

VI. PRODUCTION, MARKETS AND FARM INCOMES

Cropped Area, Production and Yields

6.01 At full development the project would halt the present tendency of
crop yields to decline and also lead to considerable improvements in yields
resulting in the increased production of principal crops as indicated below.

PRESENT AND PROJECTED CROPPED AREA, YIELDS AND
ANNUAL PRODUCTION OF PROJECT

CROPPED AREA YIELDS PRODUCTION INCREASE IN
'000 feddans m tons/feddan '000 m tons PRODUCTION

'000
Present Projected Present Projected m tons %

Cotton
(lint)/l 316 0.32 0.38 101 120 19 18

Rice
(paddy) 328 2.50 3.00 820 984 164 20

Maize
(hybrid) 339 1.54 1.95 522 661 139 27

Wheat 193 1.12 1.35 217 260 43 20
Total 1,176

/1 Cotton seed oil and cake have not been taken into account in evaluating

the output as their value would be offset by ginning and other associated
costs.
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Most of the increased output of cotton and rice would be exported, while the

increase of maize and wheat would help to replace imports and meet the needs
of the increasing population.

6.02 In addition to the four principal crops grown in the rotation, which
is expected to remain relatively unchanged, large areas are cultivated with
Egyptian clover in the winter for livestock feeding. Beans and barley are
also raised in winter, and throughout the year vegetables and fruit are grown,
including citrus where drainage is adequate.

6.03 From information received from the Ministries of Agriculture and
Irrigation, both in Cairo and in the field, as well as from farmers and others
in areas that have been tile drained, there is no doubt that all crops grown
in the Delta have responded favorably to improved drainage and the reduction
in salinity which results therefrom. A conservative overall increase in yield
reaching 20% in the third year following completion of the drainage work in
any one area, has been assumed as the full quantitative benefit that would
accrue from the project for cotton, rice and wheat, and 27% for maize. The
incremental benefit attributable to maize assumes that only hybrid maize would
be planted in the area on completion of the drainage works. In calculating
the benefits, a 10% increase was anticipated in the yields of rice, cotton,
wheat and maize in the first year following the completion of field drainage;
15% in the second year for cotton, rice and wheat, and 20% for maize. In the
southern half of the project, those maxima may be reached earlier, while in

some areas in the north, where there are more intense salinity problems, the
maximum crop increases may be arrived at in four to five years; a three year
period was therefore taken as an overall average for the project.

6.04 The project would also increase the availability of forage and rough-
age and, in the long term, grain available for livestock rations. This should

lead to an improvement in the standard of nutrition of livestock, as well as
to the expansion of the industry, thereby reducing imports and making available
locally produced meat and milk.

6.05 No comparative yield data were available for Egyptian clover, the

major winter forage crop in the Delta, and benefits for it could not be quan-
tified. Nor was it possible to quantify benefits attributable to the pre-
vention of any further decline of yields of all crops in the area. Because
of these omissions, the incremental production attributable to the project
has been very conservatively estimated.

Market Prospects and Prices

6.o6 Cotton. As noted above, the project would result in an annual in-
crease in cotton lint production of 19,000 m tons, consisting of about 56%
of Egyptian Extra Long and 44% of Medium Long Staples, both of which are
classified as Extra Long Staple (ELS) by international standards. This
would be destined mainly for export and represents about 0.5% of current
world cotton exports. Unlike shorter staple cottons, ELS has not been
in surplus recently, and for the last five or six years world consumption,
production, trade and prices have followed a practically stationary trend.
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In the long run, however, the outlook for ELS cotton is likely to be in-
fluenced by increasing competition from man-made fibers; by the uncertain-
ties surrounding imports by Soviet Bloc countries which have recently ac-
counted for 35% to 40% of total world ELS imports; and by cotton policies
of the USA (Annex 10). The UAR intends to meet this situation by a policy
of careful control over production and exports, combined with a planned
expansion of its textile industry. Nevertheless, market prospects for
ELS cotton are such that it would be prudent to assume that the 197T5 world
market price would be about 25% lower than the average of the last few
years, and in the evaluation of project benefits a range (according to
staple lengths) of 30 to 37 USk per lb CIF Liverpool has been adopted.

6.07 Foodgrains. In spite of its rapidly growing foodgrain deficit, the
UAR has found it advantageous to promote exports of rice, which is of minor
importance in the Egyptian diet, especially since imports of other foodgrains
have been available on relatively favorable terms. Accordingly, most of the
increase of rice production resulting from the project would be exported. Its
m,arket prospects appear good, especially in the Arab and African countries.
T'he valuation of the increase in rice production from the project is based
on a price of US$115 per ton ex mill, which corresponds to current long run
world market projection of US$140 per ton (5% broken FOB Bangkok) after ad-
justment for quality and other differences (Annex 10).

6.08 In view of the large current imports and the projected further in-
creases in local demand, the market prospects for the increased output of
wheat and maize from the project are unlikely to present any marketing
problems. For the valuation of output from the project, the last five
years' average import prices have been used for maize and wheat of US$65.71
and US$69.00 per ton respectively, adjusted for transportation and other
charges.

Farm Incomes

6.og The potential benefits obtainable under the project at full
development would provide considerable incentive for farmers. The pro-
jected net income (after charges) from the four main crops / of an owner
cultivator with an average size holding of 3.75 feddans would be expected
-to rise from US$228 to US$293, or by US$65 - an increase of 28%. Similarly,
the projected net income of a tenant cultivator with an average size hold-
ing of 2.5 feddans would rise from US$73 to US$120 - an increase of US$47
which represents a 65% increase. Details of the present and projected
incomes incomes per cropped feddan are given below.

1/ All figures are rounded and relate only to the cotton, rice, maize
and wheat crops.
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Present and Projected Farm Income per CropPed Feddan
for Owner and Tenant Cultivators /1

Owner Cultivator Tenant Cultivator
Present Projected Increase Present Projected Increase
___--__-T_JUS$ equivalent per cropped feddan) -------

Gross Production
Value 156 183 27 156 183 27

Production Costs /2 85 88 3 85 88 3

Gross Income before
project charges 71 95 24 71 95 24

Charges:
Land Tax /3 10 13 3 5 6 1

Rent /4 - - - 37 37 _

Tile Drainage As-
sessment Charges /5 - 4 4 - 4 4

Net Income after
Charges 61 78 17 29 48 19

_ = = ..

Percent Increase - - - - - 28% - - - - 65% - - - -

/1 All figures are rounded and relate only to the cotton, rice, maize and
wheat crops.

/2 Includes both family and hired labor costs.

/3 The average annual land tax for the owner-cultivator is at present about
IE 4.50 (US$10.35 equivalent) per feddan, and for the tenant (who pays
50% of the tax) LE 2.25 (US$5.18 equivalent) per feddan. Projected
increases in the land taxes for both categories of farmers might be of
the order of LE 1 (US$2.30 equivalent) and LE 0.5 (US$1.15 equivalent),
respectively, at full development of the project.

/4 Assumes an average rent per annum for all crops of LE 16 (US$37
equivalent) per feddan.

/5 See para. 5.12.
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VII. BENEFITS AND JUSTIFICATION

7.01 The major quantifiable benefits to be derived from the project would
be the substantial increase of agricultural production (para. 6.01) and farm
incomes (para. 6.09), affecting about 250,000 farm families. These would re-
sult from the improved drainage, desalinization, and other facilities enabling
farmers to increase their yields per feddan. Additional annual output result-
ing from implementation of the project would consist of 19,000 m tons of lint
cotton, 115,000 m tons of milled rice, 139,000 m tons of maize and 43,000 m
tons of wheat. The project would contribute substantially to the UAR"s bal-
ance of payments position through:

(i) an increase (valued at about US$28 million), in its
annual exports of cotton and rice, and

(ii) annual savings (estimated at US$12 million) in im:ports
of maize and wheat.

Benefits from increased production of Egyptian clover, which occupies a large
part of the crop area in winter, have not been quantified owing to the absence
of data relating to yields of this crop before and after drainage.

1.02 At full development the annual gross value of production from the
project area is expected to reach about Egyptian "E92 million (US$215 million
equivalent), which is about 17% more than present levels. After deducting
production costs, the net value of agricultural production would reach BE48
million (US$112 million) 1/, of which more than two-thirds would consist
of the value of cotton and rice. This net production would, at full develop-
ment, represent a direct, annual benefit to the economy of about nE14 million
(US$32 million) after deducting project operation and maintenance costs.

7.03 Investment costs were adjusted to remove customs duties. The rate
of return to the economy, based on a useful life of 35 years for the instal-
lations, would be about 18% (Annex 11 page 1). This analysis does not take
ilnto account any indirect benefits of the project, such as the eventual in-
crease in reuse of drainage water for irrigation, and the economic and social
impact of preventing further deterioration of one of the UAR's finest assets
- the fertile soils of the Lower Nile Delta - which otherwise stand in danger
of being ruined by the rising groundwater table and increasing salinity.

VIII. CONCLUSIONS AND RECOMMENDATIONS

8.01 The project is technically sound and of high economic priority
for the United Arab Republic. It is considered suitable for an IDA Credit
of US$26 million on standard terms.

1/ Details in Annex 11.
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8.02 During negotiations assurances were received on the following
principal points:

(a) that the formation of the Nile Delta Authority for Tile
Drainage Projects had been authorized by Decree, that the
Authority had been given the necessary responsibility and
control to implement the project, and that the required
staff would be made available to the Authority (para. 5.05);

(b) that staff trained under the project training programs would
be required to serve the Authority or contractors employed
for the project, in the field for which they were trained,
for a period of at least two years after completion of such
training (para. 5.07);

(c) that the Authority would not undertake any work other than
that included in the project until the project has been
cmipleted, unless the Association shall first have been
satisfied that such work would not affect the prompt and
efficient completion of the project (para. 5.07);

(d) that contracts for the supply of equipment would contain
provisions for the attendance of qualified technicians
experienced in the maintenance and repair of the equipment
and who would be available in the UAR for suitable periods
(paras. 4.09 and 5.05);

(e) that the terms of sale of imported equipment to local
contractors would be acceptable to the Association and
that on completion of their use on the project all con-
struction equipment and vehicles obtained by means of the
Credit would be used in carrying out similar works
(paras. 4.19 and 4.22).

8.03 Agreement was also reached during negotiations on the phasing of
construction of power transmission lines and provision of power supplies
for pump stations (para. 4.07), on the construction and equipment of main-
tenance workshops (para. 4.08), on the establishment of project monitoring
facilities (para. 5.09), on the establishment of separate project accounts
and the transmittal of annual audit reports (para. 4.24), and the recovery
of field tile drainage costs (para. 5.12).

8.o4 A condition of effectiveness of the Credit would be that the
Authority will have employed a firm of consultants acceptable to the
Association, and on terms and conditions, as well as terms of reference,
approved by the Association, to advise and assist in carrying out the project
(para. 5.08).
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U.A.R.

NILE DELTA DRAINAGE PROJECT

UNDP PILOT PROJECT FOR DRAINAGE OF IRRIGATED LAND

1. In 1958, the Government of the United Arab Republic asked for the
help of the United Nations Special Fhnd in demonstrating the use of mechani-
cal means of tile-laying in the drainage of irrigated lands in Egypt. The
United Nations Special Fund accepted this request and asked the Food and
Agriculture Organization to be the Executing Agency. The Plan of Operation
was signed by the three parties on December 27, 1960, as follows:-

Spcil dA aion: US $ 456,200

consisting of: Special Fund contribution US $ 428,lo5

Government contribution
towards local operating
costs US $ 28,o95

Government counterpart contribution in cash US $ 4,000 equiv.

Governmen-t counterpart contribution in kind US $ 810,000 equiv.

Duration 3 years

Executing Agency Food and Agriculture
Organization of the
United Nations

Cooperating Government Agency Ministry of Public
W4orks United Arab
Republic

2. The problem to be solved by this project was to determine, techni-
cally and economically, the value of tile drainage under conditions prevail-
ing in the irrigated lands of Egypt. The studies included determination of
spacing, depth and type of drains, method of execution of tile drainage,
selection of suitable machinery and economic analysis of comparative costs
and benefits.

3. Keeping the objectives of the project in mind, the following targets
were fixed:

(a) Selection of five pilot areas, 1,500 to 2,000 feddans each,
situated in separate localities, and with different soil
characteristics prevalent on large areas of land.
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(b) Collection of necessary field data and prepa:ration of
detailed designs of dramiage systemvis for each of the
five pilot areas.

(c) Supp y, installation and operationl of machinery required
for tile-making as wqell as for biLe-laying, including
t'aifing of local personnel for cperation of these machines,

(d) Excecution of drainage systems by mechanical -methods in four
areas and by hand labor in the fifth.

(e) Economic analysis of comparative costs and benefits.

As Execeating Agency, the FGod and Agriculture Organization of t..e
United 1 ations (fA)1 entered into a contract TdritLth Netherlands Engineering
Consultants (NEDECO) represented by Koninklijke HIeidemaatschappij,
Internati-onal Land Davelopment Consultants NV (ILACO) to undertake the
field work on itbs behalf.

5. The field workc was started on October 27, 1°61 vwhen the first mem-
bers of the tear arrived in EKypt. Initially, five sites for pilot areas
were selected), redrainage surveys carried oult and tne necessary field data
collected. Thereafter, the deotailed designs of the drainage systefmes were
prepare,d,

6. All collector drains wfere constructed by a contractor who used hand
labor. In the case of laterals, imported tile-laying machines were assemabled
on schedule, and training of local operators took place. During this train-
ing period, collection of tiles and construction of some collectors went
ahead. Meclanical laying of laterals actually began in the first pilot area
towards the end of September 1962. Completion of the work in the first pilot
area took nine months, a period longer than anticipated. Thzis was due to in-
adequate experience of operators and also to the iLnitial inertia in organiz-
ing repairs, spare parts, special tools and other matters. However, in t] e
second pilot area the work progressed at a satisfactory rate; having star-;ed
in October 1963, it was czompleted in February 1961h, a period of five months.
During the sumner muntlhs, July throuigh September 1963, no work could be
accomplished due to cultivation of rice and cotton. In the meantime, the
work in the third area wTas completed by hand labor as required in the Plan of
Operation. Execution of the work in the fourth pilot area was delayed due to
lack of tiles. The manufacture of tiles had to be put out to tender and the
work in the third pilot area started in the last week of April 1964. Unfor-
tunately, the construction work had to stop on July 1 due to rice and cotton
cultivation. As of that (late construction of all collectors and nearly half
the laterals bfas completed. Thus, at the comp:ietion of the project period,
construction of drainage sys,tems was ccmpleted in three areas and nearly clom-
pleted in the fourth,

7. The purpose of the project was largely achieved in developing a
design for the drainage system suitable to the conditions prevaili ng in t.e
Nile Delta, in demons tratirig the possibility of mechanical means of tile-
laying and in comparing trie costs involved in miiechanical methods with construc-
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tion by hand labor. The actual execution of work in the pilot areas showed
clearly the type of difficulties to be expected, such as necessary training
of local machine operators, adequate prior preparation for servicing and
repairs of machines, ensuring timely supply of tiles and proper scheduling
of the working period to avoid any disturbance of the cultivation of cash
crops.

8. The yield increases following installation of tile drains have been
monitored in the pilot areas and elsewhere in the Delta by the Research
Departments of the Ministry of Irrigation, Ministry of Agriculture, and
Alexandria and Cairo Universities. These investigations have shown that
yield increases, without additional inputs, of at least 20% can be expected
in the main crops grown following tile drainage, provided that the drainage
systems are maintained in good working condition without blockage by silt.

October 14, 1969
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U.A.R.

NILE DELTA DRAINAGE PROJECT

AGRICULTURE

Agrarian Reform

1. Only4 % of the area of the UAR is suited to agriculture. The
rural population dependent on agriculture amounts to some 18 million,
cultivating 6.3 million feddans together with recently reclaimed land
of about half a million feddans, which is not yet fully settled.

2. Prior to 1952, land owners possessing more than 100 feddans
numbered 5,000 and owned 1-1/2 million feddans or about 25% of the
cultivated area. Most land owners were absentee proprietors and rented
out their holdings. As a result of the competition for land amongst
farmers, rents were high. In consequence, the Agrarian Reform Law
was promulgated in 1952 which fixed the upper limit on land owned by
an individual at 200 feddans., which ceiling was subseqnently reduced to
100 feddans, when the law was amended in 1961. Land in excess of the
above limit was distributed to landless workers and small tenants. The
law further regulated the landlord/tenant relationship by fixing an
upper limit on rent at seven times the land tax, which resulted in
reducing rents by more than 50%. The tenants' rights were further protect-
ed by fixing a minimum period of tenancy at 3 years and the provision
of minimum wages for agricultural workers. Farmers Cooperative Societies
were set up to provide agricultural credit, farm inputs and supplies,
marketing facilities and other services. To date, about 760,000 feddans
have been distributed amongst some 300,000 families. Incomes of
peasant farmers have risen markedly and the wages of agricultural
laborers have almost doubled in the last five years. Tenants have gained
security of tenure: they can only be evicted for failure to pay rent.

Cooperative Societies and Agricultural Credit

3. The General Cooperative Organization supervises the technical and
administrative operations of Farmers Cooperative Societies while the
Agricultural Credit Organization supervises the Agricultural Credit Banks
providing the Societies with credit and auditing personnel. Agricultural
Credit Banks have been set up at Governorate, district and village levels
and the Farmers Cooperative in each village (there are 4,500 such
Cooperatives) obtain finance from the district and village credit banks
for the purchase of seeds, pesticides and fertilizers, to be issued to
farmers in kind and cash advances to finance wages for cultivation and
harvesting as well as for livestock and fodder. Both the Agricultural
Cooperative and Credit Organizations are responsible to the Minister of
Agriculture and Agrarian Reform. No mortgage on the farmer's land is
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required; the crop is the security used for the loan. Loans are made
on a per feddan basis by crops. The authorized rates are given in the
table as follows:

LOAN RATES PER FEDDAN BY CROP

Cotton Rice Maize Wheat
E. E. 1*E* E. E. +, E.

In Cash

For services 5.000 b.000
For harvesting 5.000 -

Total 10.000 b.000 -

In Kind

For seeds 1.500 2.665 1.180 3.670
For fertilizers 7.850 6.550 8.h5O 7.150
For pesticides b.000 - 2.000 1.000

Total 13.350 9.215 11.630 11.820

Grand Total 23.350 13.215 11.630 11.820

Livestock loans are made for varying terms depending on the type of
livestock being purchased. The amount of any one loan is generally
not more than two-thirds of the purchase price. Additional monthly
amounts of f.E.2-3 are allowed for a period of 6-12 months following
acquisition for the purhcase of fodder.

b. In 1967, credits to the agricultural sector by the Cooperatives
and Credit Banks amounted to about -.E. 80 m, (see Table hereunder):

SHORT TERM LOANIS TO FARMERS

Loans in Kind for Cash Loans for Total
Fertilizers Pesticides Services

Year Seed ----(in 1000 .Es)---

196V/65 3,032 25,328 6,ohl 2b,257 58,658
1965/66 4,633 3h,7W2 7,860 2b,092 71,327
1966/67 5,859 38,0b9 9,699 25,509 79,116

It has been estinated by the authorities that over the next three years
additional credit will be required in the region of f.E. 20 million
annually.
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Marketing

5. The producer sells his seed cotton to his village cooperative who
in turn supply the ginneries operated by the Egyptian Cotton General
Organization, wAhich is a holding organization for six cotton export, five
ginning and one export baling companies. The ginning equipment is repo-^t-
ed to be several decades old and it is planned to re-equip and resite
them commencing with 23 factories over five years. This was planned to
begin two years ago but has been deferred because of the emergency. There
are 100 ginneries of which 75 are presently ginning 1,575,000 m tons of
seed cotton. The existing ginning capacity is 2.0 to 2.b million m tons;
there is therefore adequate reserve capacity. In general, the distribution
of the ginneries throughout the cotton producing areas is poor. Serving
the Delta, there are 63 ginneries.with a total of 3,550 gins. Storage
of seed cotton is in bags in the 6pen and offers no problem in Egypt
because of the lack of rainfall.

6. A farmer growing two or less than .two feddans of rice must by
law sell 1.25 m tons of the paddy harvested per feddan to the Government
and if he grows more than two feddans, the compulsory delivery is increased
to 1.5 m tons. The remainder of the harvest can be sold to the Govern-
ment, or on the free market, or retained for home consumption. The
price of paddy is fixed annually. There is reportedly adequate milling
capacity. However, the mills are old and are liable to produce rice
not up to the specification required for Western markets. The result
is that the bulk of the rice is sold as cargo rice. The production of
rice for export is being encouraged by fixing high retail prices for local
consumption. The effort has been successful as judged by the fact that
rice exports in 1967 amounted to some 700,000 m tons compared with less
than half this tonnage prior to 1960. The sale of paddy to the Govern-
ment is through the Farmers Cooperative.

7. The producer of maize is able to sell his produce on the free
market. However, the Cooperative is prepared to buy any quantity of
maize at prices announced annually.

8. The producers of wheat and beans are required to surrender a
percentage, which varies from area to area, of his harvest to the Govern-
ment, through his Cooperative. Present average quotas are 300 kg per
feddan for wheat and 310 kg per feddan for beans. The remainder of
these crops can be sold to the Government, on the free market or retained
for food.

Consolidation of Land Use

9. The long established and efficient crop rotation used in the
Delta, to which the farmers are accustomed, leads to the inter-mixing of
different crops in small scattered areas which, in turn, affects the
efficiency of cultivation, pest control and marketing. With a view to
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to improving this situation on peasant farms which vary in size from less
than a feddan upwards, the consolidation of land use and organization of a
crop rotation project was introduced in the first five-year development
plan, 1960-1965. This provided for the consolidation of crop areas iTL
village into units of not less than 20 feddans. This consolidation wvas
carried out by the Farmers Cooperative Society in the village with the
consent and cooperation of its members. The project commenced with
cotton and has subsequently been extended to other crops such as rice,
maize, onions and sugar-cane. The consolidation has been especially
valuable in pest control operations. It also enables tractor ploughing
to be undertaken as well as mechanical threshing and improves the efficiency
of irrigation and marketing.

Supporting Services

10. The Ministry of Agriculture, and Agrarian Reform is equipped to
provide the research and extension services required for Egyptian agricul-
ture. Besides the main research station at Giza there are four crop
research stations in the country as well as four livestock research
stations. The varieties in use for all major crops namely cotton, rice,
maize and wheat are the products of the research services. Work is
carried out on the agronomy of the various crops, fertilizer requirements,
pest and disease control etc. There is an efficient soil survey depart-
ment and in general the Ministry is well equipped with research personnel
and facilities to meet the requirements of the agriculture of the country.

11. An important aspect of the work of the Ministry is its extension
operations which cover the whole country. The organization of this ser-
vice at the Governorate, district and village level is illustrated in
Annex 2 page 9. The staff is adequately qualified and, at the village
level, the extension agent is quite frequently a graduate. The follow-
ing table illustrates the staffing in five of the Governorates in which
the project is situated and the spread of the staff down to the village
level. The staffing intensity appears to range between one officer
per 310 to 550 cultivated feddans, with a mean of about bOO feddans.

PROVINCE

Beheira Gharbiya Minufiya Qalyubiya Shargiva

No. of Provincial Staff 108 100 l05 15 122
No. of District Staff 166 126 109 106 154
No. of Village Staff 695 18 395 243 749

Total 969 710 609 494 1,025
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12. The extension staff at Governorate, district and village levels
is short of suitable transport. Provision is made to supply each of the
seven Governorate offices, as well as each of the 23 district offices in
which the project is located,with one vehicle. Ten vans equipped with
visual aid equipment are also allowed for, and 700 motorcycles would
be provided for use of village agents and sub-agents.

Cropping Patterns and Rotations

13. The cropping pattern in the project area is based on a long
established and efficient crop rotation and results in a cropping inten-
sity of about 180%. The area under cotton, the major cash crop, is
limited by decree to one-third of the arable area cultivated in any one
summer. The cotton crop is preceded by a winter fallow or a catch crop
of clover from which only one or two cuttings are obtained as the cotton
crop is normally commenced in March and extends through to September.
The remaining two-thirds is planted to winter crops, the most important
of which are clover, alfalfa, beans and wheat. Other winter crops
include barley, flax, potatoes, tomatoes and vegetables. These are
generally followed by summer crops of maize and rice, maize being a main
sumner crop in all Governorates while irrigated rice is very limited in
the southern part of the project area compared with the northern section,
where it currently covers some LO% of arable acreage. Other summer crops
are groundnuts, potatoes, tomatoes, vegetables etc. Orchard and fruit
crops such as bananas and citrus, can be planted where drainage is adequate.
However, it would be preferable to concentrate any expansion of orchard
crops, such as citrus, olives, mangoes etc. in the reclaimed areas and
along the fringes of the Delta where they have been proved to grow satis-
factorily.

1. Livestock for draught purposes as well as for meat and milk is
of considerable importance to the farmers in the project area. The major-
ity of the land in the Delta is cultivated by water buffalo and oxen.
Donkeys, horses and camels are used also for light cultivation and trans-
port. The extensive areas of Egyptian clover cultivated throughout the
Delta in winter are utilized for livestock feeding while cereal straT-s are
used for sunmmr feeding supplemented with cotton seed cake, cereals
and beans. The older leaves of the maize crop are stripped and used for
fodder during the sunmer.

Seed Production and Storage

15. Improved varieties of cotton, rice and wheat and hybrid maize
seed are produced by the Research Stations of the Ministry of Agriculture.
Once the varieties are released their dissemination to the farmers as well
as the production of pure line seed becomes the responsibility of the exten-
sion service. In the case of hybrid seed, the research stations gn)Tr
several thousand feddans for release to the farming community. A separate
section under a Deputy Director General of the Extension Services, in each
Governorate, is directly responsible for seed production, processing and
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storage. Hybrid maize seed production should be expanded owing to the
increased yields that can be obtained by its use. The projected benefit
from miaize production is based on the assumption that hybrid maize seed
would be grown throughout the p roject area; this will involve a con-
sicderable increase in the annual production of hybrid maize seed.

]6. Owing to the dry climate of Egypt, the storage of seed cotton
and cereals in bags in the open offers no problem. The Goverrment has
large tower silos in which imorted cereals are stored.

Fertilizers

17. Farmers use fertilizers in addition to farmyard manure. Egypt
produces nitrogenous and phosphatic fertilizers which are the two main
fertilizers required. The quantity of potassic fertilizers used is small,
only amounting to a few thousand m tons. The production of nitrogenous
fertilizers within the country, relative to total consumption, has been in-
creasing steadily from just over 22% in 1959-60 to 63% in 1966-67. The
consumption of nitrogenous fertilizers is presently 1.7 million m tons.
The production of superphosphates is niow practically equal to consumption,
which is in the vicinity of 285,000 m tons. Fertilizers are available to
the farming comriunity on credit from their Cooperative Society and are
supplied in kind in accordance with the recommendations of the Fxtension
Services for the various crops. Farmers appeared to have no difficulty
in procuring their requirements and the credit to finance them.

Crop Varieties and Yields

Cotton:

The main commarcial varieties of cotton being grown in Egypt
are as follows:

Type Commercial Varieties New Commercial Varieties

Extra Long Staple Giza 45 Giza 59
Karnak 1/ Giza 68
Menoufi Giza 70 2/

1qediumn Long Staple Giza 7 1/ Giza 71 2/
Giza 30 1/ Giza 67
Dandara Giza 69

Medium, Staple Ashmouni Giza 66

1/ Being phased out of production

2/ Promising varieties not yet released.
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18. Farmers in areas that have been tile drained reported yield in-
creases of seed cotton of the order of 315-472 kg per feddan, with yields
of the order of 620-9L5 kg before drainage. In general, the yields of
Egyptian medium long staple cottons are higher than that of extra long
staple and this twas borne out by an analysis of area and production of
cotton varieties in 19 of the 23 districts in which the Project is
situated, which figures were obtained from the Ministry of Agriculture and
Agrarian Reform. The weighted averages for these districts for 1962/67
indicate a decline in seed cotton yields as illustrated below:

1962, 1963, 1964, 1965, 1966, 1967
Mean Yield
per feddan in
m tons 0.90 0.91 0.95 0.81 o.68 0.71

19. For purposes of calculating the benefits accruing from the
Project mean yields prior to implementation were taken of 954 kg of seed
cotton per feddan (353 kg lint) for medium long staple cottons and 738 kg
(273 kg lint) for extra long staple. The drainage and salinization
patterns in the project area (see Annex 2) were such that it was decided
to assume that cotton yields would reach their maximum increase, on average,
in the third year following the completion of tile drainage and would be
of the order of 20%.

Rice

20. The local rice variety Nahda is grown on about 75% of the area
cultivated in this crop and has been the standard variety for some 20 years.
This variety is reported to be showing some signs of deterioration and is
to be replaced by Giza 170 which outyields Nahda on average, by about
150 kg per feddan of paddy. The variety Giza 159 is similar in yield to
Nahda under normal conditions but outyields Nahda in saline areas. The
variety Arabi is also grown.

21. The weighted average yield of paddy in 19 of the 23 districts
previously mentioned is as follows:

1962, 1963, 1964, 1965, 1966, 1967
Mean Yield
per feddan in
m tons 2.73 2.11 2.09 2.11 2.05 2.25

For purposes of the project, present yields have been estimated to be
2.5 m tons of paddy per feddan and from the third year onwTards 3.0 m -tons.
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Maize

22. The Ministry of Agriculture and Agrarian Reform has been producing
Hybrid maize seed and currently there are three commercial hybrids in
use namely DC51, DC186,and DC175. These outyield the main long established
variety Anerican Early by about 255g. The latter variety is grown on
some 25% of the annual area planted to maize. A number of other local
varieties are gro'wn; their yields are inferior to that of American Early
by about 15$.

23. The average yields of local varieties are of the order of 0.77 m
tons per feddan, while that of American Early is 1.26 m tons and the hybrids
1.5 m tons. For purposes of the project, present yields are taken as
i.-5 m tons per feddan, increasing to 1.95 m tons in the third year and
subsequent years after drainage. It is assumed that only hybrid maize
will be plaited in the project area.

Wheat

2!. WKheat varieties are Gtiza 155 and Giza 114h. An improved variety
Giza 156 has not yet been released. These varieties are reputed to be
capable of yields of up to 2 m tons per feddan under research station
conditions. Mexican wheat has not equalled in yield the standard wheat
varieties groim in Egypt and is being used in the breeding program.

25. The weighted average yields of wheat in 19 of the 23 districts
previously mentioned are as follows:

1962, 1963, 196L, 1965, 1966, 1967
Mean Yield
per feddan
in m tons 1.10 11b 1.19 l.05 1.15 1.00

Fcr the purposes of the project, Dresent yields have been estimated to be
1.12 m tons per feddan increasing to 1.35 m tons in the third and subseqluent
years after tile drainage.

October 1h, 1969
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U.A.R.

NILE DELTA DRAINAGE PROJECT

SOILS

General

1i The soils of the project area are recent alluvium., formed of ma-
terial from the Abyssinian plateau brought down by the Nile river during
flood. The are typical heavy deltaic alluviums with an average depth of
9-10 ta and overlie deposits of varying or unknown thickness of water-bearing
sands and gravels. The soils in the southern part of the Delta are honoge-
nous clays, while in the north they become heterogenous, with either the com-
paratively lighter soils alternating with heavy clays, or the two types are
stratified. A compressed, impervious peat layer exists at a depth of about
6 m in the north of the Delta.

2. The Soil Survey Department o2 the I4inistry of Agriculture has for
some years been conducting a soil classification of the cultivated lands of
Egypt, and maps are available showing soil texture, drainage classes, depth
of water-table and salini-ty. The project is spread over seven of the Govern-
orates in the Delta namely, Beheira, Kafr ai-Sheikk, Gharbiya, Daqahliya,
Minuflya, Sharqiya, and Qalubiya. The area of cultivated land in each of the
above Governorates is given in the table at the end of this Annex.

Texture

3. In general, the soils consist of medium heavy to heavy clay allu-
viuims. In the southern part of the project area, the surface one meter of
soil consists of 75-85% of fine silt and clay and 25-15% of very fine sand
with very little coarse sand. In the northern part of the area, slightly
heavier clays may be expected and a greater number of sandy layers exist in
the profiles.

Structure

4. The structure of the heavy Nile alluvium is subangular and blocky
in the arable layer. In its natural condition, the fresh deposits are angular,
blocky with very sharp edges. With increasing depth the soil is macro- and
micro-layered. When saturated, the soils often become structureless and,
when dry, extremely hard. They are brown clays merging at depth into bluish
grey.

Permeability

5. The permeability of the soil varies from less than 10 cra per day in
most of the heavy soils, to 0.5 m per day or sometimes considerably mc're in
the lighter soils. Some very sandy profiles may have a permeability of sev-
eral meters per day. The following simplified relation may be taken as a
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guideline; clay percentages over 50, between 40-50, between 30-40 and less
than 25, results in average permeabilities of 0.1, 0.25, and 0.5, and 1 me-
ter per day respectively. In homogenous clay profiles, the permeability
tends to decrease with depth. In the arable layer and in the root zone val-
ues of 2 m per day have been measured occasionally, which decrease rather
abruptly to values below 0.10 m per day at depths greater than 1 m.

Salinity and Alkalinity

6. Very little detailed information on salinity throughout the prc'ject
area is available. Observations made during the FAO/UNDP Pilot Project for
the Drainage of Irrigated Land, which was located in the project area, indi-
cated that 30% to 80% (or sometimes even more) of the land has a salinity- in
the root zone exceeding 4 mmhos/cm. On this land, only salt tolerant crops
will yield satisfactorily. There will be a definite improvement of crop
yields following desalinization. For salt sensitive crops, such as maize,
these yield increases may be more than 50% for the most saline part of the
area.

7. Very little of the project is out of cultivation due to saliniza-
tion and this is located in the northern part of the project area. The Soil
Survey Department of the Ministry of Agriculture has over the past six years
completed land classification maps of the Delta based on four salinity groups
namely:

(a) Non-saline soils, less than 4 mrhos/cm
(b) Moderately saline soils, 4-8 mmhos/cm
(c) Highly saline soils, 8-16 mmhos/cm
(d) Very high saline soils, more than 16 rimhos/cm

The surveys on which the maps for the project area have been based have been
carried out over a period of about six years. W<hen comparing the degree of
salinity between areas, care has to be taken, due to this time lapse and the
continuing increase in salinity of the Delta. However, the maps clearly show
that the southern part of the pg'oject area is much less saline than the
northern section.

8. The Soil Survey Department considers that alkalinity affects only
5-10% of the land in the Delta. No alkalinity problem is expected in the
project area.

9. Complete desalinization of the top 0.5 m of soil in the project
area is expected to take 3 to 4 years, with most rapid leaching taking place
immediately following the completion of the drainage. In some restricted,
very saline areas, the desalinization will take more than 4 years. The pro-
posed drainage system within the project will be able to reduce all salinity
to a level where all crops can be grown withou-t any depression of yield due
to salinity or inadequate drainage.

April 7.8, 1969
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CLASSIFIGATION OF CULTIVATED LAND IN THIE GOVERNORATES

. Classes of Cultivated Land _ Total Total Area
First Second Third Fourth Cultivated of Gover-

Area norate

Beheira and
Alexandria,
feddans 69476 138,552 463,276 118,317 726,62]. 1,147,898
-- ditto -- % 0.56 12,07 40,36 10.31 63.30 100

Kafr E1-Sheikk,
feddanis -- 63,007 296,469 69,719 429,195 817,671
-- ditto -- % -- 7.73 36.24 8.52 52.49 100

Gharbiya 1/
feddaris 18,427 137,259 78,082 11,500 2455,268 271 ,868
-- ditto -- % 6.78 50.49 28.72 4.24 90.22 100

Daqahliya !/,
feddaris 3,0114 102,139 226,933 43,236 375,322 522,908
-- ditto -- % 0.58 19.53 43.40 8.27 71.78 100

Manufiya,
feddans 75.375 190,050 49,660 10,510 325,595 365,561
-- ditto -- % 20.61 51.99 13.58 2.88 89.06 100

Sharquiya 24
feddaris 13,058 172,437 189,576 .35,704 410,775 492,167
-- ditto -- % 2.65 35.04 38.52 7.25 83.46 100

Qalyubiya,
feddans 64,171 85,511 38,365 5,534 193,581 244,362
-- ditto -- % 28.60 38.11 17.1 2.47 86.28 100

To-tal, feddans 180,521 888,955 1,342,361 294,520 2,706,357 3,862,,435

Total, % 4.7 23.0 34.8 7.6 70.1 100

1/ Except districts of El Mehallat & Somanoud.

2/ Except districts of Aga, Senbelawni, Mansoura and Nit Ghamu.

2/ Except districts of Menia El Kanh, Hosenia and Fahous.

April 18, 1969
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NILE DELTA DRAINAGE PROLECT

GROUNDWATER REGIME AND PROJECT DIAINAGE CR=ERIA

Groundwater and Salt Accumulation

1o Prior to closure of the Aswan High Dam in -964, the average volume
of water which passed Calro annually in the Nile was about 69,000 Tbi3
(56 M ac-ft) of which up to about 40,000 Ni3 (32 M ac-ft) was diverted at the
barrages in the Delta for irrigation of an area of 3.8 million acres. Before
the annual flood was controlled by the High Dam, about 10 million tons of
salt were transported past Cairo each year, of which at least 6 million tons
were deposited in the Delta.

2. The capacity of the artificial drainage system provided in the Delta
in the past has been insufficient to prevent disequilibrium arisiDg in the
grourdwater aquifer. As a result there has been a gradual rise in the mean
annual level, of the water table in the southern Delta during the last half-
century, and ar increase in the upward pressure of the groundwfater (piezo-
metric pressure) under the clay sa,il cap in the north. In Delta areas which
do not have tile drainage a seasonial rise of the water table occuIs in win-
ter, often to within 60 cm from the surface. In this season, Egyptian clover and
wheat are grown and, being shallow rooted, they are not so directly affected
by the rise. Perennial crops and orchards are adversely influenced, however,
in some inadequately drained areas where the winter rise is excessive.

3. In midsummer the evapo-transpiration rate is such that throughout
most of the DeltCa the soil moisture level is reduced to well below saturation
poin-t, down to a depth of 1.50 m or more beneath the surface, except during
the two or three days nfter irrigation of crops other than rice. The water
table is therefore at an average depth which is satisfactory for most crops
in midsummer, including the varieties of cotton developed and gro,n in the
Delta. In early and late summer, however, the water table in inadequately
drained areas is at intermediate depths which are too shallow for the opti-
mum development of the rooting systems of cotton or maize.

4. Following the introduction of controlled perennial irrigation, the
increase in total quantity of irrigation water diverted and applied annually
resulted in a comparable need for drainage water to be removed froDi the area.
Although the irrigated lands are underlain at depth by very permeable strata,
the overlying soil horizons are of comparatively low permeability, and give
rise to a rather complex natural drainage system. The characteristics of
the soil and the shallow slopes of the topography have not permitted the na-
tural drainage to cope with the drainage demand imposed. The comfbined sur-
face drainage and groundwater flows leaving the Delta have for some decades
been insufficient to remove these salts in solution from the soil at the
same rate at which they were brought into the area in the irrigation water.
This imbalance has caused a serious increase in the quantities of salts
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contained in the crop root zone throughout the irrigated areas of the Lelta.

5. No systematically observed data on groundwater quality in the pro-
Ject area are available, apart from those mentioned in the report on the
FAO/UNDP Pilot Project for Drainage of Irrigated Lands. These indicate
that groundwater salinity increases towards the north, wfhere up to 50,000
ppm of salts may be expected. The drainage effluent in these northern areas
cannot be reused for irrigation, even when diluted.

Effect of Depth to Water Table on Crop Yields

6. It is extremely difficult to quantify the permissible groundwater
depth for optimum production of various crops grown in the Nile Delta with
any accuracy. In recent years some results have been obtained in Egypt
from soil-filled tank experiments at Bahtim in the project area. Although
it is doubtful whether all other factors affecting yields have been eliimi-
nated, the average results over the years 1965-68 may be used as a guide-
line. These show that maximum crop yields were obtained in typically heavy
soil where depth from ground level to water table was stabilized as foLLows:

Cotton - 1.30 m
Egyptian clover - 1.0 m
Wheat - 1.10 m
Maize - 1.15 m

7. Very limited data are available on the direct effect of a fluctuat-
ing, shallow water table (as distinct from the effect of salinity) on crop
yields, or on the effect of varying water table depths during the growing
season. It may reasonably be assumed that early in the growing period and
for short periods after each irrigation, higher non-saline water tables will
not harmfully affect the yields, unless the root zones are waterlogged con-
tinuously for several days, in which case the affected roots of most dry-
land crops, including cotton, will rot.

8. Rice is an important crop in the project area. About 550,000 fed-
dans, or half the project area, are included in the so-called rice zone,
which receives a considerably higher water supply at more frequent intervals
than for dry-foot crops. In this area in summer, 30% to 60% of the land is
inundated for rice.

9. The rice crop is at p;,esent inadequately drained by a simple sur-
face drainage system without any appreciable subsurface drainage flow. In-
formation obtained by the mission indicated that the rice crop itself also
benefited from subsurface drainage and leaching resulting from the construc-
tion of tile drains, and that yield increase of up to 25% were obtained.
Tile drainage leads to yield increases due to the removal of accumulated
to-cic elements in the root zone.

10. Land in the rice zone should also be provided with tile drains, to
improve the water table controi. for dry-land summer crops and all winter
crops, as well as to raise the yields of rice.
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Project Criteria for W,ater Table Depth Control

11. Although only limited data on the seasonal and annual variation of
the depth to water table throughout the project area are available, these
data, and general knowledge of the soil hydrology of the area, indicate that
during winter the water table rises practically to the surface after each
irrigation application throughout the Delta. In summer, the water table is
drawn down everywhere except in the rice zone, because of the high evapora-
tion rate. It may reasonably be assumed that the whole project area i- in
need of water table control, since the depths to groundwater tables every-
where are significantly less than those mentioned in paragraph 1 above for
several months of the year.

12. In addition, the accumulated salts can only be removed by leaching,
which requires the water table to be lowered to a depth significantly below
the root zone.

13. After adequate water table control has been achieved in the Delta
areas, no special consideration need then be given to the salinization hazard.
The cropping pattern is so intensive (averaging 180%) that the irrigation per-
iods and associated leaching effect virtually cover all months of the year,
thereby eliminating periods of salt accumulation by capillary rise except in
the zones of seepage flows near canals and barrage ponds.

14. The design procedure to be adopted in the project would be the same
as that used in the FAO/UNDP pilot drainage areas. This aims at controlling
the depth to water table at about one meter midway between the field drains,
with a drainage discharge of 1 mm/day, less the anticipated natural drainage,
ibich varies from minus ½ mm/day (upward seepage) in the north, to i mm/day
(down flow) in the south of the Delta. Consistent monitoring of the pi:Lot
areas has shown that the minimum required depth to water table of one mester
is actually obtained in from one to five days, depending upon the season.
This is a satisfactory result, and the established design procedure may safely
be continued in the project.

15. The proposed criteria for water table control will be appropriate for
the agiicultural conditions in the project area during the effective life of
the drainage system, which is considered to be between 30 and 40 years.

Project Criteria for Subsurface Drainage Design

16. The design criteria for the project are based on those recommended
by the FAO/UNDP report which have proved satisfactory. The mission agreed
that the estimated variation in field drain spacing would be from 40 to 60 m,
and that the average spacing for the project area to be used for the cost
calculations should be 50 m, taking into account the spacing for rice areas.

17. With regard to the question of increased drain spacing for rice areas
to reduce the water losses during rice irrigation, there is at present no
better solution than the one recommen4ed by the FAO report, i.e. to increase
the spacing by an arbitrary figure of 20%. It is important that the
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Drainage Research Bureau concentrates on this problem so that this solution
can be verified and if necessary modified during the construction period of
the project.

Tile Drainage Construction Criteria

18. It is proposed in the project feasibility report that the depth of
the lateral drains should be maintained at 1.5 m at the collector. This is
reasonable since no saving in cost or other aclvantage would result from in-
creased lateral depth.

19. In the FAO report it is claimed that, with proper construction under
adequate supervision, no gravel filter around the tiles is required in t[ie
heavy soils and that this would result in a 15% reduction in cost per meter.
During the missionts visit to some of the'FA0 pilot areas, it appeared thlat
the drains without gravel were running well. However, since the scattered
lighter soils in the project area would need a gravel filter around the
drains, and since it provides a general insurance for the maintenance of the
system, it would be advisable to cover all drains in the project area with
a gravel filter, as proposed in the feasibility report. In the cost estimate,
an allowance of LE 0.03 per m has therefore been included. Specifications
should require separate deposition of the gravel in the drain trench after
the tiles are laid, and only after the tile lines have been inspected.

20. The diameter of the field drains is 10 cm, which is far larger than
the hydraulic design requires. However, as this provides a considerable
safety margin against blockage due to silt, it would be advisable to use
this diameter for the present Egyptian conditions. The Drainage Research
Bureau should be required to investigate whether reductions in the diameter
(and thereby the cost) would be justified in future projects.

21. In general there is a tendency to overdesign tile drainage systems
in Egypt to compensate for shortcomings in their construction. To reduce
these shortcomings field supervision would have to be intensified by pro-
viding one engineer per 5,000 feddans per year from the ainistry instead of
one per 8,000 feddans of drainage installed per year as at present. The
mission considered this to be an essential requirement.

22. Although the necessity for pre-drainage field surveys and design
facilities are recognized in the feasibility report, there is at present a
severe shortage of trained personnel available for carrying out this work.
A properly staffed drainage construction training center for engineers and
technicians will be essential to overcome this shortage, and is provided for
in the project.

Drain Discharge Capacities

23. The design discharge capacities of the collector drains which are
part of the field drainage system are to be based on 8 m3/feddan/day for
dry-land crop areas and 16 m 5/fedd c-n/day for rice areas. They include an
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adequate safety margin to allow for a decrease in hydraulic cross-sections
through silting in. These capacities and the consequent areas served by
the various diameters as mentioned in the feasibility report are those rec-
ommended by the FAO report.

24. The proposed peak design capacities for the project main drains
vary from 7 m-5/feddan/day to 30 m3/feddan/day. These are generally of thLe
same order as the recommendations in the FAO/UNDP pilot area report,, with
the exception of the highest discharges to be provided for particularly low
lying areas. The design capacity are acceptable even though the proposed
drainage duties are somewhat lower than comparable peak discharges measured
at existing pump stations (see paragraph 26).

25. tl'nder existing conditions, waste surface irrigation flows add con-
siderably to drainage quantities, especially in rice areas. With the de-
velopment of drainage, it will be important for the irrigation system to be
operated with a view to keeping losses to a minimum, not only to reduce
wastage but also to prevent overloading of the drainage pump stations.

Project Pump Station Capacities

26. The pump station capacities proposed include at least one standby
unit, and have an installed capacity which exceeds the design peak dischairge
by about h0%. This makes allowance for past experience of frequent lengthy
breakdowns, and lack of manufacturer's service and spares.

27. Since the designed drainage duties are considered to be rather low,
the actual over-capacity of the stations will be less than 40% and are accept-
able. Particular attention will have to be paid to the establishment of
maintenance routines and spares availability for the project pump station.

Possibilities for Vertical Drainage by Tubewells

28. Observations and investigations on vertical drainage in the Delta
are insufficient to determine its technical and economic feasibility. The
available data, however, indicate that groundwater pumping is not very ef-
fective in lowering the phreatic water table in the uppermost clay layer. The
collection of more information on vertical drainage is urgently needed,
though studies and investigations will take several years to complete.

29, An important additional advantage of vertical drainage research is
that data on the possibility of groundwater development for additional irri-
gation supplies will also be collected. With a fully integrated use of
groundwater and surface water in the zones with usable deep groundwater,
vertical drainage may ultimately prove to be a better solution than tile
drainage. This, however, will only be applicable to the southern part of
the project area, as in the northern part groundwater will be too salirle to
reuse, and moreover groundwater pumping may induce sea water intrusion into
the aquifer.
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30. Vertical drainage, where practicable, will involve costs per fed-
dan which would be comparable to those for tile drainage. Its feasibility
will depend on consideration of the additional data to be collected, and
on the possibility of reusing the drainage effluent. As there will be no
demand for additional irrigation supplies for a long period after completion
of the High Dam, vertical drainage is not considered to be a viable alter-
native to the method proposed in the present project. For the southern part
of the project it may be possible that after the drainage system has depre-
ciated it may then be replaced by a vertical drainage system.

Effect of Control by Aswan High Dam

31. The advent of complete control of the flow in the Nile downstream
o f the High Dam has resulted in considerable changes in the regime of the
river and its branches in the Delta. The annual flood will now be impounded
in Lake Nasser, and the high discharges which were experienced in the Rosetta
and Damietta branches during September and October will no longer occur
except during two or three years in a century. The Rosetta branch will
act as a drain for most of the time, and areas adjacent to it will benefit
from the drainage effect which can be expected to affect lands within about
1 km on either side. The Damietta branch will continue to act as a carrier
for supplies to the Zifta Barrage, and so the drainage benefit will not ap-
ply to it. Neither branches will however contribute to the influx to the
groundwater which used to take place from these, mainly during the flood
season. In addition, seepage losses from the Delta Barrage pond to the
groundwater aquifer will be reduced, since the average pond level will be
lower and the level during September and October will be several meters
lower than previously. These factors will reduce the influx to the ground-
water, so reducing the drainage problem slightly. The canal losses in the
Delta will, however, probably be increased, since the silt content of the
irrigation supplies is now mucl lower than previously, and the self-sealing
effect will be reduced.

32. The deep aquifer underlying the bed of the Nile is a major lateral
contributor to groundwater influx in the extreme southern part of the Delta,
and there are indications that its piezometric pressure has dropped since
the elimination of the flood season in 1965. It should be borne in mind,
however, that this lateral contribution is probably very minor in comparison
with the vertical component of influx from percolation through the root zone.
In general, the variations in the groundwater regime brought about by the
commissioning of the High Dam will not significantly affect the design cri-
teria for groundwater control in the project area.

October 14, 1969
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U.A.R.

NILE DELTA DRAINAGE PROJECT

DESCRIPTION OF WORKS

Location

1. The existing sub-surface drainage system in the Nile Delta
includes about 360,000 feddans of irrigated land between Cairo and Tanta in
which tile field drains have been successfully installed. The proposed
project would consist of the installation of tile drains in a further
950,000 feddans in 17 adjacent catchment areas in the Delta and the pro-
vision of disposal arrangements for the effluent from these catchments
into the existing system of channels, as shown on the Map. From 11 of
these catchmen-ts wihich vary in size from 24,000 to 90,000 feddans
drainage flows would be pumped from existing open drains, suitably re--
modelled, either into irrigation aanals for re-use, or into main drains
flowing to sea outfalls on the Mediterranean coast. In the remaining
6 catchments, totalling 313,000 feddans the land levels are sufficiently
high to perrit drainage flow by gravity into main channels discharging
into other systems or to sea outfalls. f

2. Six of the catchment areas and five of the pump station sites are
located in the western part of the Delta, lying on the left bank of the
Rosetta Branch of the Nile in the W4estern Delta Drainage Inspectorate.
Seven of the catchments and five of the pump station sites are situated
in between the Rosetta and Damietta Branches and are in the Central Delta
Drainage Inspectorate, while four of the catchments and one pump
station site lie on the right bank of the Damietta Branch on the EXstern
D lta Drainage Inspectorate.

Existing Drainage Facilities

:3. The drainage facilities in the project area presently consist
almost entirely of open branch drains which are from 0.5 to 1.5 m deep and
spaced at about 2 km or more apart, running into main drains which are
about 2 m deep. Except in the tile drained area referred to in para.1,
farm drainage consists of narrow open ditches which are frequently too
shalloi. to have any sub-surface drainage effect. They discharge into the
branch drains in which water is often ponded up,due to inadequate fall
and insufficient pumping capacity at their lower end. In this condition
they ar-D more likely to contribute to a high water table than to prevent
it. The branch drains are in most cases of insufficient depth to receive
tile collector drains.

14. The existing drainage system has evolved over 60 years or more and
was based largely on natural drainage channels. Pump stations, mostly
diesel-engined, were first installed before World lfar I and were extended
over several decades. In many instances the effective life of the original
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stations is at an end, and several have been replaced recently by
electrically driven pumps, including some of the main outfall pump
stations near the coast.

l/
5. Between 1961 and 196!, a small-scale pilot project wTas imple-
raented in the Nile Valley to test and demonstrate tile drainage methods.
The project was executed by the FAO as agents for UNDP and financed by
the UNSF and the Government of the UAR. It included five areas of
between 1,300 and 2,250 feddans in the Delta. Most of the work was
supervised by FAO's contractors, ILACO of Holland, and the remainder by the
Drainage Project Office of the Ministry of Public Works, who have since
monitored the effects. The results have been very satisfactory.

Tile Field Drains Installation

6. The basic element of the proposed project would be the network
of the tile field drains or laterals, using very similar methods to
those employed in the FAO/UNDP pilot project. Tile drains would be laid at
an average depth of about 1..0 m below ground level in the irrigated
area to be drained. The lines of drain laterals would consist of butt-
joined 10 cm. diameter pipes which would be laid to a continuous slight
fall, and which would collect groundwater or excess, percolated irrigation
water and discharge it either directly into a piped collector drain or
into a manhole on the collzctor line. The pipes would be made of fine
concrete and would be cast in semi-automatic electrically operated moulds
at one main location and also, in some cases, in the vicinity of the
installation work. Altogether about 270 M 10 cm pipes of 30 cm length
would be required.

7. The laterals which would be about 200 m long, wuould be laid
parallel to each other at spacings determined from field surveys of the
parmeability of the soil to be drained and the type of crop to be grown.
The average spacing bet-ween laterals in -,he project area would be about
50 m and the total length of lateral lines would be of the order of
82,000 km. A layer of fine gravel would be poured to cover the pipes
after they are laid, to act partly as a filter to prevent ingress of silt,
but mainly to preserve a line of flow along the lateral in case of block-
age or damage.

8. The collector drains would receive the flow from laterals and
would be closed-jointed pipes of 30 cm to 60 cm diameter, laid at a fall
to their outfall into the open branch drains, and buried about 1.50 m

1/ FA0/UNDP Pilot Project for Drainage of Irrigated Land, United Arab
Republic 1961-65. (See Annex 1).
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to 2,f0 m below ground level. They would generally be laid parallel to the
adjacent collectors; and about 400 m apart. Collectors would be about;
1 km in length, and would have manholes located on them at intervals of
100 to 200 m for maintenance purposes. Excavation would mainly be
carried out by hydraulically controlled mechanical back-hoes.

9. The concrete drain pipes would be manufactured largely in the
centhal factory at Tanta, and the installation of tile drains and collect-
ocs, iusing machinery to be imported under contract and sold at cost by
the Yinistry of Irrigation to the contractors. come local contractors
already have experience in constructing tile drains by the use of machines,
waile others have previously used hand labor. Contracts will be awarded
by ccvnpetitive tender between these nationalized concerns. Maintenance of
colleo-tors and laterals would be carried out annually by 1Xinistry of
Irrigation forces, using high-pressure water jets on small-bore flexible
pipec- introduced through the manholes, with pressure provided by mobile
pumps.

Branch and vain Diains

10. The open channel branch drains would be deepened and widened
to permit free-fall discharge of the piped collectors into them at the
collector outfalls. This remodelling would lower the open drain water
surface levels b-y abouL one meter. Remodelling would also be extended to
covex all maii drains in the system wherever this work has not alreadly beenr
carried out. This would also involve remodeling the drain control
structures and bridges which in many cases would have to be widened
or rebuilt. The quantity of earthwork which would have to be excavated
from branch and main drains has been calculated to be about 23 million
ci.bic meters, and the length of drains involved exceeds 1,700 km.
This work would be supervised by the Ministry of Irrigation and carried
out b-y local cont;ractors who have considerable experience in -the remodeling
of charmnels. Contracts would be awarded by compe-titive tender. Naina-
tenance of the open drains would also be carried out annually by contract.

llo The installation of tile drains would increase the amount of
drainage eMmuent from the project area. To dispose of effluent which
raquiLres to be lifted from the deepened main drains, some existing pump
stations would be replaced by stations having larger lift and discharge
capacities, and in certain cases additional stations would be constructed
at new locations. A total of 11 stations would be built within the
project, with installed pumping capacities ranging from 8 to 42 m /sec,
and with operating heads varying from 1.2 to 4.6 m. A total of 17
electrically driven pumps would ae installed, with individual discharge
capacities ranging from 2 to 7 m'/sec. Details of the plant requirements
are showin in the table on page 6 of this Annex.

12. The mechanical and electrical equipment for the pump stationas
would be imported and installed under construction contracts to be aw-arded
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by international competitive bidding. The contractors would be required
to provide their own technicians to install the equipment, to be resident
in the UAR during the running-in period, and to establish a suitable supply
of spares locally. The Ministry of Irrigation engineers have had many
years of experience in handling this type of contract for pump station
equipment.

13. The civil works associated with the construction of the 11 project
pum- stations would be straightforward and would be carried out by
local contractors who have much experience in this field, acting as sub-
contractors to the pumping equipment suppliers. The specification and
supervision of the civil and mechanical works would be the responsibility
of Ministry of Irrigation staff, who have previously engineered many
similar pump stations in the Delta.

Construction Methods and Equipment

L1. From previous experience in this work the Ministry of Irrigation
has found that, before work is started, on the installation of tile field
drains, it is mandatory to have all the associated open drains completely
remodeled to the appropriate depth, and all new pump stations in the
system constructed and operational, wherever drainage flows have to be
pumped. This work must be properly coordinated so as to ensure that
the additional drainage affluent can always be safely disposed of. In the
project, the large-scale remodelling of the open drains would be executed
according to surveys and designs which have already been prepared, and the
work would be done mainly by groups of dragline excavators as listed in
Annex 7, supplemented by dredgers which are locally available for use in
some of the larger drains. Some of this work has already been partly corm-
pleted in about 160,000 feddans of the gravity flow drainage catchments
in the east of the project area, where no pump stations would be re-
quired. These catchments would, therefore, be among the first in which
the installation of tile drains would be started under the project, as
shown in the construction schedule in Annex 6.

15. The building of pump stations would present no technical problems
as the sites are within reach of good rail and road communications, and the
techniques for constructing heavy foundations below the water table with
steel piling are frequently used in the UAR.

16. The only really unusual engineering feature of the project is the
very large scale of tile drainage construction which is envisaged. The
intended rate of construction increases from 40,000 feddans, or 30300 km, to
reach 2b0,000 feddans, or 20,000 km of ti-e drains a year after 5 years.
This rate would only be possible by using mechanical combined trenching and
tile laying machines and, at peak drain production on the project, 100
machines would be in use. Fully tracked, narrow bucket chain excavators
developed for this work have been successfully used in Europe, the USA
and in the UAR for several years, and when operated and maintained by alert,
trained personmel they can consistently exceed the construction output
required in this project.
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17. Such a .sleet of these machiiaes would require massive logistical
support, including:

(i) timely setting-out of the designed drains layout;

(ii) land ready for access;

(iii) an adequate and continuous supply of cured and
inspected drain pipes laid along the drain line;

(iv) readily accessible fuel and water supplies;

(v) adequate gravel supplies for filter material;

(vi) well-trained operators, relief operators and
inspectors;

(vii) trained field maintenance crews and spares facilities
on hand;

(viii) district workshop stores and transport facilities;
and

(ix) experienced engineering supervision.

The total equipment needs for the project which are related to these
requirements are given in Annex 7, and the staffing and organizational
requirements are discussed in Annex 9.

October lL, 1969
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Nile Delta Drsainage Project

Anil-1 Stations D;7t>a

Jt tion <isch&arr- 'Urea N Ao. of Dischar-e 1ix. i.. of i.erarks
nd '.ead. Uni-ts of' pU,:lp load natig Draina-c

,^-tttl:lent unit of of Lut.

Sroa Jtation Trans- 9 7 
former m '/fed/day

.r 13 sec 1,000 m, m>/Sec 1Jr.

f ed,.

i'ah~alet II 8.1 70 3.5 8 3 680 2 x 500 10
£"oh

a dadaka III 15.0 4 3 2.0 Li4 560 2 X 500 30

lieo 5 TV 12-'.67 73 1.3 1 8.5 0440 2 x 500 15

.hand k V 6.59 38 4.15 5 S 680 2 500 15

>nc1a^.tai VI I 9.55 55 1. 8 5 4 3.5 0 2 X 500 15

Segaeya JIIL 13.02 75 1.3 4 4.5 440 2 x, 500 15

-.hairi IX 21.0 57 1.95 5 1,000 2 x 1,000 30

cIhereshra X 30. 90 2.4 6 7 1,5h0 2 x 1,500 30

Zta'; el 7CIV 4.16 2- 4.65 82 600 2 x 500 15
Baroud

10 e. 81/ 7I 5.9 2/ 3 .8 7 320 3/ 2 x 300 15

S.hubr Yhit 13.9 76 1I5 L 5 500 2 x 500 15

fotal 635 7

1/ Station to serve t,wo additional catchments in the next phase of development.

2/ Relates to catchment XI only.

3/ Initial load only.

October 14. 1969
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UAR: NILE DELTA DRAINAGE PROJECT

CONSTRUCTION SCHEDULE

PROJECT 2 3 4 5
YEAR 34 67

iLE DRAINED 40,000 40,000 130,000 170,000 200,000 240,000 130,000

___KF~v I T - r71
900 I cATcHMENT xv

PUMP STATIONS F xi

800 I I lXVI 89,F,tEI 
800I i

700

CIVIL WORKS INSTALL PUMPS

REMODELING MAIN DRAINS I

500 IV

40 0 OE

300 -

TILE DRAINS Vill

200 / 

COMPLETED AREA XIV 

100-

Iow
Om

0 0/'

FINANCIAL 969/70 1970/71 1971/72 1972/73 |973/74 1974/75 1975/76
YEAR

(JUJL-JUN)

IBRD -4608
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UNITED ARAB REPUBLIC

NILE DELTA DRAINAGE PROJECT

CONSTRUCTION SCHEDULE

Derivation of Tile Drainage InstaIlation Capacities

used for Scheduling Construction

Cotton areas Rice areas Average

Calendar days/year : 365 365

Days access not possible due to
irrigated crop 50 100

Calendar days remaining/year 315 265

Non-working dEys/year : 50 41

Possible working days remaining/year : 265 224
1/

Possible working hours remaining/year : 2,120 1,792
2/

Estimated productive hours/year. 1,270 1,075 1,170

Average installation capacity,
meters/machine-hour 190

Tile installation rate, km/machine/year: 240 205

Average installation rate on project:-
k/machine/year; 225 km
@ 85 m/feddan; 2,650

feddans/year

1/ Based on 8 working hours/day

2/ Assumed 60% effective working time, with foreign resident maintenance
technicians*. Ineffective time assumed:

Transport of equipment : 2%
<Maintenance time : 0% (all out of normal working hours)
Repair time : 7%
Waiting time : 31%

Total ineffective time : 0% (60% effective time)
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U.A.R.

NILE DELTA DRAINAGE PROJECT

PHASING OF AREAS OF TILE DRAINS INSTALLED
(feddans 'OOOs)

Financial Year: 1969/70 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76

Project Year: 1 2 3 4 5 6 Totals
Project

Annual Installed
Area: 40 40 130 170 200 240 130

>, _ _ _ _ _==

Catchbent Area: /

OEl 5 5 30 40 80
fOE2)12
UE3) 17 17 56 38 128

Omi) )
0M2) 10 10 20 40

OW 8 8 24 25 65

313

LI 20 50 70
III 23 20 43
IV 40 35 75
V 38 38
ViI 12 43 55
VIII 45 30 75
IX 35 22 57
x 5 48 37 90
xI 34 34
xIV 24 24
xv 13 ii3 76

637

Totals: 40 40 130 170 200 240 1:30 950

Areas: Free flow areas Pumped Areas Total

In project: 313,000 637,000 950,0130

1/ For location see Map 1.

October 14 1969
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UNITED ARAB RFUPUJLIC

NILE DELTA DRAIN,iGE PROJECT

LIST OF EQUIPMENT TO BE IMPORTED

A. Tile Drainage construction Equipment:

Approx. unit pric- F.o.b. cost
Item Quantity f.o.b.,US$ _ US$ 000's

(a) Tile making, laying and collector
drain installation equipment:

Tile laying machines 100 30o,000 3,000
Spare chains 1,600 230 368
Excavators, hydraulic back hoe,
including spares 10 30,000 300
Tile making machines 50 l1,OOO 700
Transporter tractors, 10 ton) 10 20,000 200
Transporter trailers, 10 ton) 10 11,500 115
General purpose trailers 3 ton 1,000 1,150 1,150
Tractors, wheeled, 35 hp_/ 1400 3,500 1,)400
Tractors, tracked, 50 hp, with
trench backfiller attachment 50. 5,500 275
Spares - 790,000 790

8,298 (1)

(b) Vehicles and workshop equipment:

Trucks, 7 tonL/ 100 7,000 700
General purpose trailers, 3 ton 100 1,200 120
Road graders b L2,000 16B
Pick-up trucks, 21½ ton 100 2,300 230
Station wagons, 6 seats, 4-wheel
drive 35 3,000 105
General purpose vehicles, L-wheel
drive 70 2,000 lbO
Sedans, 5seats 10 2,000 20
Motor cycles2/ 50 500 25
Spares for transport vehicles 690,000 690
Divisional workshops and stores
equipment 75,°000 300
Mobile workshops 10 8,000 80
Caravan trailers 60 L,500 270
Investigation aquipment (inml. mobile
auger), laboratory,training center
and office equipment (inc. ;alevator,
air-conditioning and printing
machinery) 18b,000 184
Mobile cranes, 7 ton b 30,000 120

3,152
(c) Contingency allowance; 6% approx. of (1) and (2) 700

1/ Escalation allowance of -5. included.
2/ Items which may be bid for by local manufacturers.
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B. Drain Remodeling Constraction Equipment

Item Quantity Approx. F.o.b. cost
unit price,1/ US$ 000's
f.o.b., US$

(a) Construction equipment and
vehicles;
Excavators, dragline, IL 3 70,000 210
Excavators, dragline, lm- 10 55,000 550
Excavators, dragline, In 3 17 37,000 629
Excavators, hydraulic boom, !wm3 18 25,000 450
Transporter tractor, 40 ton 4 30,000 120
Transporter trailers, 25 ton 3 23,000 69
Trucks, tipper, 10 ton 7 13,000 91
Trucks, pick-up, 2½ ton 20 2,300 46
Station wagons, 6 seat, 4-wh.
drive 4 3,000 12
Mobile workshops 3 8,000 24
Spares 230,000 230

2,431 (4)

(b) Contingency allowance; 5% approx. 126 (5)

C. Pmi2 Station Machinery and Equipment

Item Quantity Cost c.i.f.
UTS$ 000's

(a) Electrical and Mechanical pumping machinery;
Pumps, motors and switchgear 47 sets 4,796 (6)

(b) Pbwer equipmernt;
Transformers (incl. Kafr-el-Sheikh sub-station) and ) 1,116 (7)
Transmission line equipment )

(c) Civil works construction equipment;
Sheet piling and dewatering equipment 11 sets 280 (8a)

(d) Contractors' overheads;
Foreign exchange element of contractors'
salaries, temporary housing, oncosts 635 (8b)

6 827
a) Contingency allowances 20; approx. of items (61,5 s (9)

1/ Escalation allowance of 8% included.
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D. Tile Drain Maintenance Equipment

Item Quantity Approx. Total cost
unit price, US$ 000's
c.i.f., US$

Tile drain flushing machines,
spares and rod sets 40 5,000 20()

E. A ricultural Extension Service Equipment

Item Quantity Approx, Total cost
unit price, US$ 000's
f.o.b., US$

(a) Vehicles;
General purpose vehicles 30 2,000 i6O
Motorcycles 700 500 350
Demonstration vans 10 5,000 50
Spares 35,000 30

490 (11)

(b) Zontingency allowance: 5% approx. 20

October 14, 1969
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U.A.R.

NILE DELTA DRAINAGE PROJECT

COST ESTIMATES

A. Estimated rile Drainage Costs

lo Foreian Exchame Costs: US$ '000 guivalent

(a) Tile laying and collector drain inistallation
equipment; / 8,298

.reight charges (5%); 423

14aintenance technicians (64 man-years @ $12,500); 800

(b) Vehicles and workshop equipment; 1! 3,152

Freight charges (5%); 153

Maintenance technicians (15 man-years @ $12,500); 188

Sub-total: 1.3,014
(c) Contingencies, 5% 700

13s714

2. Local Currency Costs:

(a) Freight charges (local) 140

(b Tile laying:
950,000 feddans

x 85 m lateral drain per feddan
x LE 135 per 1,000 m 2/ = LE 10,900,000

(c) Collector drains:
950,000 feddans

x 13 m collector drain per feddan
x LE 990 per 1,000 m 2/ LE 12,200,000

IE 23,100,000 53,100

(d) Training center, workshops, stores
and office land, buildings and services 2,000

(e) Contingencies, 15% apprax. 7,500

(f) Insurance of equipment in transit (Egyptian Insurance
Organization) 150

(g) Customs duties (25%) 2,880
I/ Escalation allowance of 6$ inclucted. (See Annex r).
2/ &cluding charges for imported equipment, and including 8% escalation.



ANNEX 8
Page 2

B. Estimated Pump Station Costs

Station No. II III IV V VII VIII IX X xI XIV XV Totals

LE, US$ M
'OOOs eqiiv.

1. Foreign Exchange: LE '°OOs -

(a) Pumps, motors
& switchgear; 150 175 17 150 150 175 250 305 260 130 i65 2,085 4.796

(b) Transmission
line & trans-
formers; 60 80 5 20 55 30 20 30 80 30 30 485 1.116

(c) Civil works &
structures;2 / 35 37 37 35 35 37 37 38 35 35 37 398 0.915

Sub-total; 215 292 262 205 240 242 307 373 375 195 232 2,968 6.827

2. Local Currency:3/

(a) Pumping equip-
ment; 28 35 3 25 28 52 37 45 40 26 32 383 0.881

(b) Transmission
lines; 50 30 40 15 60 30 24 30 70 15 25 389 .895

(c) Civil works; 120 118 138 120 130 138 165 185 155 120 138 1,557 3.581
(d) Housing; 30 30 30 30 30 30 10 10 30 30 30 350 0.805

Sub-total; 228 243 243 190 248 250 266 300 295 191 225 2,679 S.162

1J/ Includes part cost of Kafr-el-Sheikh sub-station.

2/ Includes allowance for foreign contractors' staff, housing and overhead
costs.

3/ Excluding supervision costs and contingencies.

October 14., 1969
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US$ # xLlion eouiv.

Periodz Total ban 1 ~ en eel .8 ba
6

Year ?

Currency! I/ . , . .

1. Ti-le Drainage

(a) Eoqpmat nm~ts,

(i) Tile making, laying, and
collector drain inetal1latian -- 0.50 3.33 - 4.l14 - 0.33 -
equipmenft;

(ii) Freight charges on (i) 0.10 0.4:2 - 0.02 0.03 0.17 2.5 0.22 0.01 0.01 -

(iii.) Maintenance techni.ciansi 0.80 - - 0.05 - 0.20 -. 0.25 - 0.20 - C0.10
(iv) Vehicles,woerkashps, trAning

center and office equinmt - 3.1 - 0.20 - X.6G .. 0.32 - 0.92 - 0.11 - -

r)Freight charge.f on (iv) 0.0k 0.: - 0.0.1 - 0.08 0.01 0.52 0.0o4 - 0.01 -

(vi) Maintenance tecvmiciarna far (iv): - 0.19 - - 0.01 __ 0.03 - 0.06 - - 0.06O

0.11:13.01 - 0.21 - 2.26 0.03 4:.06 0J.7 5.61 0.01 0.1 - 0,16

(b) Constrwtion costs:

(i) Tile making anid IVing;
(tI) Collector drain inetal1lation) 53.10 - 2.30 - 7,20 7.20 - 5.2,0 - 1-1.20 - 13.50 7.2C 

(c) -2rtai.nig Center, smintenance 
5e2±iope.s.oreand office UM45gug 2.00 Q.0 1.00 - 0.50 - - - - -

2. Rwaoc.eling Main Drainage

( E).qi t9Drot - 1,1 - 0.20 - 1.75 

(i) reaight chargee on (i); 0.03 0.10 - - 0,01 0.02 0.02 0.09 . -

(ill) Maintenance techoiclene; - 0.38 - 0.01 - 0. CY - 0.04 - 0.05 0.04 ~
(lv) Vehicles and workshops eq'cLp-

ment; - o!.A00 - 0.1:3 - .

(v) Freight charges on (i,);, 0.02 0.03 - .01 0.01 0.01 0.02 - - - - -

(it) Yaintenance technician. for (iv): - 2.0 - 00 __ 0.01 - 001- 0.01 - 0.21 -'

0.06 2.79 - - 0.02 0.T0 0.03 Z.33 00 - 0-0 .0 - .05 -

(b) Corutruction costs:

(i) tend acquisition; 0.148 -
(ii) Excavation; 10.97 -

(iii) Structures: 10.90 - -- -- - - - -

22.35 - 2.25- 2.50- 1:.o - , 6.00 - 1.60 -

3. Pucw Station.

(i) Pumps, motors end switchgear; 0.88 4:.80
(ii) Power transmiseion equiait; 0.89 1.'12

(ill) Civil works; 3.58 0.91
(iv) Hovsing: 0.81 -

6.16 6.63 - .90 2.70 2.10 1.85 v.30 1.10 0.70 0.73 0.16 0. L'.

1. Crop Co,~~~~ensation ~10.80 0.60 - 0.60 - 1.4:8 - 21: 2.20 - 3.00 1- -

5. Staff

Su~pervsiion; 9.00 - 0.35 0.60 - 1.25 ' 1.9~0 - .4:0
Admin.istration; 1.79 - 0.10 -- 0.10 - 0.20 - . .ko 0.4:6 -

Trami ng; - 0.16 - 0.03 - 0.26 - -. 0.72 - 00
Consultants: 0 - - 0.20 0.12 - 00 

10.79 0.60o o.5 0.06. 0.60 0.26 1i1:5 0.18 1.94: 0.05 2.30 0.02 2.86 0.01: 21-9 -

6. Tile drain maintenance ecuipwent- 0.20 - - - - 0.10 - - - 0.1

7. Agricultural extensien service
-t ~~~~~0.1:0 0.30 - - - - 0.19

8. Coignis10.31 2.08 - 0.81: 0.60 1.82 0.70 :.56 0.55 2.51: 0.17 2.05 tl0o 1-02

9. Customs dutiea 4.80 - 0.10 - 0.1:0 i .60 - 210 - 0.60 - - -

Totals L.C. and F.E. 121.00 26.00 6.10 0.29 9.09 6 .32 20.21 9.52 26.21 7.36 25.65 1.69 23.17 1.01 11.57 -

Coehined tatals 1L7.00 -6,37 15.21 29.73 2,3.57 5'.2L 24.19 x

(W/D Cuotmec) (Ill2s2) (6.29) (15.81) (28.13) (31.07) (26.61: (21.19) (ic,

I/ L.0. - S.co.1 Currany
F.1. -Foreigv Exchange
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U.A.R.

NILE DELTA DRAINAGE PROJECT

CONSULTANTS AND STAFF REQUIREMENTS

Consultants

1. In para. 5.08 of the report, reference is made to the need for
consultants to assist the Authority in planning and establishing the pro-
posed project training center, and to advise on and assist in introducing
management techniques and procedures suitable for the project.

2. An Egyptian firm of accountants would be selected by the Authority
to assist in establishing effective project cost accounting and budget methods.

3. Another firm of consultants, who would have to be acceptable to the
Association, would be selected by the Authority and appointed on terms and con-
ditions approved by the Association. The foreign exchange cost of their ser-
vices would be provided for under the credit, and their terms of reference
would include the matters outlined below.

Consultants' Draft Terms of Reference

4. Objective

4.1 The Consultants' services are required for making detailed recom-
mendations and introducing recently developed management techniques for
planning, investigation, design, administration and evaluation of the projects
and for training the Authority's staff in the methods to be adopted.

5. Scope of Service

5.1 Within the six-year construction period of the project, the
Consultants are to provide qualified and experienced experts who will make
detailed reviews of certain aspects of the project, make recommendations to
the Chairman of the Authority for implementing these aspects, train the
Authorityts staff in the use of the appropriate techniques, and assist in
their introduction and use on the project. In particular, the experts will
apply themselves to the following activities;-

(a) the overall planning and progranming of the implementation
of the project, the ccordination and control of construction
of its component parts, together with appropriate methods of
recording progress on all components;

(b) the organization and establisiment of a center for technical
and operational training for the project, and the planning
and administration of a short-term study program in manage-
ment techniques for selected executives of the project auth-
ority, including the necessary practical training overseas;
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(c) the timely inwestigation of soil and drainage conditions
prior to tile installation, using the latest survey and
laboratory techniques, and the establishment of design
and installation criteria for the project;

(d) the preparation of suitable documents for international
bidding, the evaluation of bids for the supply of equip-
ment, and the subsequent administration of these contracts;

(e) the timely production of large numbers of working d.rawings
for the installation of tile drains;

(f) the storage of equipment and spares for use in the projiect,
including the establishment of suitable stores control
methods,;

(g) the establishment of workshops for the maintenance and re-
pair of all construction equipment, and the control of
workshop activities;

(h) the recording and evaluation of physical improvement3s and
economic benefits actually derived from the project.

5.2 Although the main emphasis of the Consultantal se:rices
will be on assisti).g in the application of management techniques to be
introduced for the planning and control of the project construction activities,
the Consultants will also be expected to demonstrate the techniques at the
Authority's training center and to train staff in the methods introduced.

5.3 lThe objective and scope of the Gonsulttatu' services will require
the folowing professional staffs-

'Plavnin a Pniroress P&i.eer: (Required for about 4 years and at
intervals subsequently 

To adapt and demonstrate recently developed, appropriate methods
for the planning and progranning of the coordinated implementation of the
project; to assist with the preparation of detailed programs for preliminary
work, procurement, construction and maintenance of the project; to devise
methods for the continuous recording of progress on all aspects of the pro-
ject, the indication of delays and their affect, and the hastening action
taken; and to establish the forms of progress report as required.

Training Advisor: (Required for about 2 years).
To advise and assist in the organization and establishment of a

center for techrical and operational training for the project, and to assist
in the adiidnistration of courses for all project requirements.

Drainage Eniineer: (Required for about 1½ years).
To advise and assist in the introduction of the mst appropriate

survey and laboratory techniques for the investigation of soil and drainage
conditions throughout the project area, and to assist in the establishment
of drainage design and irLstallation criteria for the project.
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Senior Draughtsman: (Required for about 2 years, and at intervals
subsequently).

To make recommendations for the introduction of drawing office
methods and equipment appropriate for the production of the many working
drawings required for tile drainage construction on the project, and to
assist in ensuring their timely production and printing.

Gontracts Engineer: (Required for about 6 months and at intervals
subsequently).

To advise on the preparation of international bidding documents
(time permitting), and the evaluation of equipment bids, and to assist in
setting up the subsequent administration procedures for the equipment con-
tracts.

Stores Specialist: (Required for about 1½< years and at intervals
subsequently).

To establish and demonstrate stores control methods appropriate
for the project, and to assist in their introduction and use.

Workshops Eineer: (Required for about 1½ years and at intervals
subsequently).

To make recomaendations for the equipment of workshops, to devise
suitable procedures for the control of workshop activities (including pro-
grammed maintenance) and to assist in the introduction of the necessary
equipment and methods.

Evaluation Specialist: (Required for about 1 year and at 6-monthly intervals
subsequently).

To devise and introduce metiods (in collaboration with the Ministry
of Agriculture) for recording the inci'emental changes in drainage and soil
conditions and crop yields in the project area, and to evaluate the agricul-
tural production benefits.

5.4 It is expected that the team of consulting experts will individually
be required in the UAR for varying periods from 6 months to about 4 years,
approximately as indicated in 5.3 above and depending upon the requirements
of project implementation. If needed, specialized assistance from the firm's
head office, or elsewhere, should be made available for short-term assignments.
The requirements for expert services will be reviewed at intervals of 6 months,
and the Authority will determine whether any changes will be required in the
numbers or duration of service of the experts.

6. Coordination

6.1 The Consultants are to provide supervisory control and technical
review of the services rendered by their field staff and by visiting special-
ists. With this in view, a senior official of the firm will be made respon-
sible for all official contacts and relations with the Authority and the
Government, and will be technical and financial manager of the team.
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7' Time Schedule and Reports

7.1 The Consultants will be required to start work in the UAR wi.thin
6 weeks of appointment. The team will be expected to be based in Cairo.

7,2 The Consultants will prepare and submit the following reports to
the Chairman of the Drainage Project Authority within the time interval stated
from the date of appointment. *

(a) Project Workshops and Stores: Proposals for building plans
for stores and recommendations for workshops and stores
equi pment and procedures, with estimates of costs; within * months.

(b) Training Center: Proposals for staff organization for
technical and operational training to meet project require-
ments; within * months.

(c) Drawing and Printing: Proposals for drawing office methods
and equipment to meet project requirements, with estimates
of equipment costs; within * months.

(d) Investigation and Design: Recommendation for the raethods,
equipment and criteria to be adopted for preparatory inves-
tigations and design of the tile drainage system in the
project area; within * months.

(e) Bid Ewaluation: Recommendations for the basis of bid conpar-
ison to be adopted for all international bids; within *

months.

(f) Benefit Evaluation: Recommendations for methods and proced-
ures to be adopted for monitoring the agriculture benefits
achiered in the project area; within * months:

Staff Requiremenxts

8, Estimates of the nwubers of government technical staff requ-ired
for the implementat-ion of the project are given on page 5 of this Annex, and
are listed by financial years. These figures do not include either the con-
tractors' technical staff orforeign maintenance technicians. The tech-
nical staff availability within the Ministry of Irrigation is shonm on page 6,
from which it is esident that the project staff requirements would not neces-
sarily overstrain the present organization t s capacity to supply the engineers
and supervisors for transfer and training.

9. The staff requirements for the operation and maintenance of the
pump stations, tile drainage and mai-n drainage systems within the project
area are given on page 7. There would be no difficulty in meeting these
requiremenits, and they would represent a small element of cost for a pro-
ject of this size.

* To be agreed between the Authority and the Consultants.

October 14, 1969



ANNEX 9
Page 6

U.A.R.

NILE DELTA DRAINAGE PROJECT

RANGE OF NUMBERS OF TECHNICAL STAFF REQUIED

1969/70 1970/71 1971/72
CE / ME 2/ Sup 3/ CE ME Sup CE ME Sup

Pump Stations 5-7 5-7 - 9-11 5-7 15-20 15-17 7-9 27-32

Remodeling
Main Drains 10-15 1-2 20-30 12-16 2-3 25-35 20-25 3-4 40-45

Tile Drainage 20-25 2-3 50-60 25-30 8-10 86-95 58-62 10-12 180-190

Project Office 5-6 2-3 - 6-8 4-6 - 8-10 6-8 -

40-53 10-15 70-90 52-65 19-26 125-150 101-114 26-33 247-267

1972/73 1973/74 1974/75
CE ME Sup CE ME Sup CE ME Sup

Pump Stations 15-18 14-16 32-37 12-15 17-19 46-50 7-10 20-22 50-55

Remodeling
Main Drains 30-35 4-5 60-70 30-35 4-5 60-70 30-35 4-5 60-70

Tile Drainage 80-90 12-14 250-260 90-95 12-14 280-300 100-lUO 14-16 300-330

Project Office 10-12 8-10 - 12-15 8-10 - 15-17 8-10 -

135-155 38-45 342-367 144-160 41-48 386-420 152-172 46-53 410-455

1/ CE = Civil Engineer )
) including 10% for senior divisionAl staff

2/ ME = Mechanical Ehgineer )

2/ Sup = Supervisors, including mechanics



ANNEX 9
Page 7r

U.A.R.

NILE DELTA DRAINAGE PROJECT

PRESENT TECHNICAL STAFF OF NINISTRY OF IRRIGATION

Engineotrs Technicians Skilled Labor

1. Head Office 15 4 31

2. Egyptian Technical
Organization for
Nile Water 43 16 1,655

3. Executive Authority for
expansion on High Dam
Water 226 226 178

4. Irrigation Departrment 967 1,050 20,464

5. Survey Department 193 3,970 4,578

6. Mechanical and Electrical
Department 664 561 7,142

Total 2,109 5,827 34,048
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NILE DELTA DRAINAGE PROJECT

OPERATION AND M.INTENANCE STAFF AND EQUIPMNT REQUIREMNTS

1. Pump Stations:

k mechanical/electrical engineers
35 machine attendants
8 drivers
70 laborers

4 cars
h pick-up trucks

2. Main Drainage System:

4 civil engineers
8 supervisors
20 equipment operators
17 drivers
50 laborers

h cars
8 pick-up trucks

15 dragline excavators
5 hydraulic boom excavators

3. Tile Drainage System:

8 civil engineers
50 supervisors
40 equipment operators
48 drivers
400 laborers

8 cars
50 motorcycles
40 drain flushing machines
40 pick-up trucks

October 14, 1969
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U.A.X.

NILE DELTA DRAINS 3E PROJECT

IARKET PROSPECTS AND PRICES

le At full development of the project, the increase in cotton lint
output from the project area has been estimated at 19 ,000 m tons, 56 % of
which would consist of extra long staole (ELS) types, and the other 44 %
being medium long staple cotton (EgyDtian definition which corresponds to
the lower levels of 1.LS under international classification). This increase
would represent about 0.2% of the current total world cotton production,
and about 0.5% of annual world cotton exports. These types of cotton,
unlik-ethe uplaid varieties, have not been in surplus in world markets.
About 40% of the UAR's total production comprise ELS varieties, most of
which are exported and account for almost 56% of the total value of the
annual ex?orts (1965). Three countries, the UAR, Sudan and Peru account
for about 92% of the world'sELS cotton production.

2. World surplus stocks of upland cotton have been largely liquidated
(through a substantial reduction in world output) over the last two years,
with substantial improvement in prices. Prior to this, world cotton prices
have generally been moving downwards since the Korean Wdar, due largely to
competition from man-made fibers and a recurring tendency for supply to ex-
ceed demand. Consumption on the one hand has been growing at a declining
rate, due largely to increasing competition from man-made fibers - with sub-
stantial deterioration in cotton's competitive position occurring in the
last two years because of higher cotton prices, coupled with dramatic re-
ductions in prices of man-made fibers (due to over-production and increasing
competition within the fiber industries). On the other hand, it is uncer-
tain whether the tendency for production to rise faster than demand in
earlier years has been arrested, despite the sharp reduction in production
which has occurred as a result of voluntary United States curtailment of
production to reduce world stocks.

3. While significant increases were registered in the fifties, world
consumption, production, trade and prices of ELS cottons have moved along
at a practically stationary trend over the last five to six years, and
fluctuations from these trends have been caused mostly by fluctuations in
area and yields attributable to weather conditions. In 1968-69, the world
supply of ELS cotton will be the smallest in many years. Stocks are down
and although definite production estimates for the current crop are not yet
available, preliminary data indicate that production may well be smaller
than in 1967-68. Total availabilities, therefore, are almost certain to be
down this season. Demand on the other hand has been relatively strong, as
the high prices of medium long staple cotton have made some grades of ELS
cotton attractive. Consequently, prices on world markets for ELS cotton
have been high (over 10% higher than a year ago).
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4. As far as the future is concerned it should be noted that, over
the long term, the outlook for ELS cotton is likely to be influenced by
the overall outlook for cotton in general. Tne outlook for cotton of all
staples continues to be somewhat depressing due to competition from man-made
fibers. In addition, there are certain specific uncertainties regarding the
outlook for ELS cottons, such as increasing competition from man-made fibers
in specific ELS uses; uncertainty regarding future trend of Soviet Bloc
countries' imports which accounted for 35-40% of world imports of ELS in
recent years; and uncertainty regarding USA cotton policy which could re-
sult in inducing consumption of domestically produced ELS and reducing im-
port demand for ELS cottons. Increased output of ELS cottons from the pro-
ject area could also, in the long run, contribute to depressing world prices
if supplemen-ted by larger quantities from other producers of such cotton.
The Egyptian Government intends to cope with such market developments by:

(i) using large quantities locally for the manufacture of
textiles; 1. and

(ii) implementing a policy of planned expansion for its
cotton spinning and weaving industry, coupled with
effective control of production through the direct
supervision and control of water supplies.

5. The supply demand position of ELS cotton in 1975 could result _-n
price declines of about 30-35% from the current high levels or 20-25% from
the average of the last few years. It is difficult to project at this time
tihe level of prices beyond 1975. However, it appears reasonable to assume
that the trend will remain fairly level, or decrease moderately thereafter.
Prices equivalent to USO 33 per lb foT the average mix of Egyptian ELS cot-
ton (lint) and US¢ 27 per lb for the .verage mix of the Egyptian medium
loog staple (lint) cottons (which coriespond to the lower range of ELS
cottons under international classification) have consequently been used for
calculating the potential benefits of cotton production from the project
area. These prices are very roughly equivalent to US¢ 37 for ELS cottons
and US¢ 30 per lb (c.i.f. Liverpool) for Egyptian ELS cottons. These prices
take into account the market factors summarized above including the Egyptian
Government's policies relating to production, supply, control and export.
They are also in line with average long-term commodity projections made, for
1975, by the Trade Policies and Export Projects Division of the IBRD.

1/ Domestic consumption of cotton in the UDA. has in fact increased from
113,000 m tons in 1959-60 to nearly 190,000 m tons in 1967-68.
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6, 1bre favorable prospects exists in the UAR for foodgrain produc-
tion. Cereal requirements have substantially outpaced local production
during the last decade. Wheat and flour imports, in terms of wheat equiv-
alent, approached 2.5 million m tons annually by 1966. In addition, there
has been, over the period 1964-1967, average annual imports of 173,000
m tons of maize. Factors such as population growth, urbanization., low sub-
sidized food prices and the failure of local production to keep pace with
effective dermands, have all contributed to the growing deficit of cereals.
With expected increases in per capita incomes, the market for foodgrains
is likely to grow even more, resulting in the growing cereal deficit in
the country.

7. In spite of the growing cereal deficit, the UAR has found it ad-
vantageous to promote rice exports V. Rice is also of less importance in
the Egyptian diet. About one-third (700,000 m tons) of the UAR's produc-
tion of rice is normally exported. The increased output of 164,000 mn tons
of paddy (equal to 115360 m tons of rice) from the project area would be
destined for export. - Market prospecta for it appear good, especially in the
Arab and African countries. In valuing the rice outputs a price equivalent
to US$ 115 (farmgate equi-±alent to US$ 120 FOB Alexandria) per m ton of milled
rice has been used. This, with allowance for qualitative and other differ-
ences, is in line with long run average projections, of world market prices
for ndlled rice in 1975* of US$ 140 per m ton (5% Broken FOB Bangkok).

83. Wheat - the preferred bread grain of the Igyptians - constitutes
the staple diet of the growing urban population. On the other hand, corn
is the principal staple food in rural areas. The level of wheat output
projected for 1975, assuming present area and yield trends prevail, is ex-
pected to meet about one-half of the projected total requirements of wheat
for the UAR, while maintaining per capita availability at the 1959-1961
level of 105 kg. Therefore, wheat is likely to be a deficit crop during
the life of the project. Although the UA-R imports maize, it is likely tk;at,
with the expanded use of higher yielding hybrid seed, self-sufficiency 2/
or even surpluses, could be obtained by 1975. Such surplus, if any, could
be used for feeding livestock. Larger quantities would probably be used for
human consumption in the light of the large deficit forecast for wheat. The
market prospects for the increased output of wheat and maize made by the

1/ Especially since wheat imports have been available at relatively
favorable terms.

2/ Based on the per capita availability of 6,2 kg reported for the
1959-1961 period.
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project is unlikely to present any marketing problems. For valuation of
output of wheat and maize, the last five-year average import prices have
been used, adjusted for transportation and other charges to consuming cen-
ters. The prices used are US$ 65.71 and US$ 69.00 per m ton for maize and
wheat, respectively. There are approx-iately in line with long run ave:rage
conmodity projections for these products.

October 14, 1969
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NILE DELTA DRAINAGE PROJECT

ECONOMIC RATE OF RETURN

Present Worth
Net Production Value Attributable Discounted at

Years With Without Incremental 0 & M Incremental Capital Berefits Costs
Project Financial Project Project NPV Costs Benefits Costs @ 18% @ 18%

- ------ -- TIn US$ million) - -

0 1969/70 78.22 78.22 - - - 6.29 - 6.29
1 1970/71 78.70 78.22 0.o8 0.10 0.38 14.81 0.32 12.5it
2 1971/72 79.50 78.22 1.28 0.18 1.10 28.13 0.79 20.20
3 1972/73 82.24 78.22 4.02 0.37 3.65 31.47 2.22 19.17
4 1973/74 86.63 78.22 8.41 0.59 7.82 26.64 4.04 13.75
5 1974/75 92.80 78.22 14.58 1.03 13.55 24.17 5.92 10.56
6 1975/76 100.46 78.22 22.24 1.45 20.79 10.69 7.69 3.95
7 1976/77 106.96 78.22 28.74 1.54 27.20 - 8.54
8 1977/78 110.51 78.22 32.29 1.62 30.67 _ 8.16
9 1978/79 111.71 78.22 33,49 1.62 31.87

10 1979/80 111.71 78.22 1.62
11 1980/81 111.71 78.22 1.62
12 1981/82 111.71 78.22 1.62 4 46.56

35 2005/06 111.71 78.22 33.49 1.62 31.87 _

TOTAL: 142.20 84.24 86.46

-~~ 
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U.A.R.

NILE DELTA DRAINAGE PROJECT

PRESENT AND PROJECTED AGRICULTURAL PRODUCTION OF MAJOR CROPS

Crop Cropped Production GPV NPV
area '000 '000 t000
1000 m. tons US$ US$

feddans
PRESENT -PRODUCTION

Cotton (lint) 316 101 71,b09 32,029
Rice (paddy) 328 820 62,238 35,097
Maize 339 522 34,300 8,050
Wheat 193 217 14,973 3,048

Total 1,176 1,660 182,920 78,224

PROJECTED (FULL DEVELOPMENT)

Cotton (lint) 316 120 79,344 43,9502
Rice (paddy) 328 984 74,686 46,443
Maize 339 661 43,434 16,539
Wheat 193 260 17,932 5,227

Total 1,176 2,025 215,396 111,711

(1) The above cropping intensity is about 125%.
The cropping intensity in the project area is about 180%;
the difference is made up by wirrter crops of permanent and
tenporary clover, vegetables, etc.

(2) The following farm gate prices were used:
MIS Cotton $595.20 per metric ton lint (equivalent to 27¢ per lb)
ELS Cotton $727.50 " " " " (equivalent to 33¢ per lb)
Rice $ 75.90 " " " paddy (equivalent to $115 per m

ton rice f.o.b. Alexandria)
Maize $ 65.71 " " "
Theat $ 69.00 " " "

(3) Discrepancies due to rounding.

October 14, 1969
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CURRENCY EQUIVALENTS

1 Egyptian Pbund (LE) 2.30 US Dollars
1 US Dollar LE 0.435v

1 6E = 100 Piasters 1,000 Milliemes
1 Tallarie 20 Piasters

WEIGHT"' AND MEASURES

1 hectare = 2.379 feddans
1 feddan = 1.038 acres
1 acre = 0.963 feddan
1 sq. kilometer 238 feddans
1 ardeb (metric) 198 liters

= 150 kilograms (kg) of wheat,
lupine, fenugreek

= 155 kg of beans, sesame, lentils,
chick peas, clover

O140 kg of maize, millet,
groundnuts

* 120 kg cottonseed, barley
1 kantar = 1575 kg of seed cotton

= 20.2 kg onions
5h kg sugarcane

1 dariba (metric) 935 to 945 kg of rice (paddy)
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BASIC DATA

Area: Total: 1,002,000 Km2

Populated: 35,850 Km2

Population: (1969) 32.5 million
Rate of growth: (1965/69) 2.5% per yqar
Density: 907 per Km'L of populated area

Gross National Product at Factor Cost
1969 Rate of Growth

196I/65-1968/69
GNP, total (US $ million) 5249 2.9% per year (constant prices)
GNP, p/c (US $) 163 1.0% per year (constant prices)

Industrial Origin of GDP 1964/65 1968/69
( distribution)
Agriculture 29.4 29.5
Industry, mining, electricy 22.6 21.2
Construction 4.7 4.7
Transport & communication 8.9 5.0
Commerce and finance 8.5 9Q2
Service and housing 25.1 287

Expenditure on GDP (% share) 1964/65 .1968/69
Private consumption 65.7 69
Public consumption 19.7 23.9
Gross domestic investment 17.1 12.4
Net imports 2$5 3.2
Gross domestic saving 14.6 9.2

Government Accounts (bE million) 1964/65 :L968/69
Current expenditure 575.7
Current revenue 430.3 '534.3
Balance -145.4 --L15.9
Investment 294.2 312.3

Money, Credit and Prices October 31, 1970 Rate of Growth 1965/69
(E million) id of year)

Total money supply 784.2 3Ta , per year
Time and savings deposits 279.4 44.6' per year
Implicit GDP prices deflator - 2.6% per year (FY)

Balance of Payents (US $ million) 1964/65 1969/70
Exports (f.o.b.) 53. 1;00.4
Imports of goods (c.i.f.) 906.2 1088.1
Net services 143.0 - 81.2
Balance -200.2 ->68.9
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Commodity Concentration of Exports 1964/65 1968/69
(% of total exports of goods)
Raw cotton 55.9 39.7
Rice 8.1 17.2
Cotton yarn and textiles 13.3 19.2

External Debt and Reserves December 31, 1965 December .31, 1969
(US $ million)

Public Debt outstanding, incl. undisbursed 1386 1671
Foreign exchange reserves 193 14h5

Debt Service 1966 1969
Debt service (US $ million) -1it 20:2
Debt service ratio (% of total exports) 14.8 20.8

Bank/IDA Position (US $ million) January 3L, 1971
Total loans: Bank 56.5

IDA 26.0
Repayments 34.5
Total loans outstanding 48.0

IMF Position (US $ million) December 31, 1970
Quota 188.0
Drawings outstanding 83.0
SDR's 25.2
Use of SDR's 25o0



SUMMARY AND CONCLUSIONS

i. In the five years 1966-70 the UAR's gross domestic product in-
creased at an average annual rate of about 2 percent, in contrast to a rate
of 6.5 percent in the first half of the 1960's. A slowdown iln economic ac-
tivity which started in 1966 was mainly due to poor agricultural crops, re-
duced investment and underutilization of industrial capacity as a result of
shortages of imported raw materials and spare parts. The Middle East war
of June 1967 aggravated an already weak economic situation. Significant
foreign exchange earnings from the Suez Canal and tourism were lost, while
defense expenditure rose substantially.

ii. Immediately after the war, the authorities reinforced stabiliza-
tion measures adopted earlier. Import restrictions were tightened consid-
erably and foreign exchange allocation procedures revisad. Efforts were
made to contain the growth of non-defense current expeniitures. Some direct
and indirect taxes were increased and a more active polLcy towards the col-
lection of tax arrears pursued. Pricing policies were revieured and the
prices of certain commodities were raised. For the greater part these mea-
sures were effective. The government's budget deficit dleclined in 19681/
and the growth of the money supply was reduced. The baLance of payments
deficit contracted, reflecting a reduction in the trade deficit and a large
inflow of transfers, largely from three Arab countries (Kuwait, Libya and
Saudi Arabia). All told, between 1966 and 1968 the inc:rease in gross do-
mestic product was only 1.2 percent per annum.

iii. The emphasis of policy in 1969 was rather moreb expansionary.
While defense remained a priority, greater weight than previously was given
to development. Increases in public investment together with moderate cred-
it exparnion and selective price reductions stimulated a period of activity
that continued in 1970, with real GDP rising by about 6 percent in both
years. The money supply grew by 7.7 percent in 1969 andl by 10 percent in
1970.

iv. On the external side, a considerable improvement in commodity ex-
ports and a large inflow of transfers brought about a further improvement
in the balance of payments position. The main contributors to the growth
of export earnings were an expansion of oil production, favorable cotton
prices, increases in non-traditional exports such as fruits and vegetables
and some revival of tourism. Improved foreign exchange budgeting made pos-
sible a continued reduction in imports without much affecting the availa-
bility of spare parts and raw materials. In 1970, however, there were
signs of a worsening in the external position. Imports rose by rather
more than exports and utilization of short-term external bank credits in-
creased.

v. Developments in agriculture, the economy's major sector (account-
ing for about 30 percent of GDP, over 60 percent of exports and employing
over half the labor force) were generally satisfactory. Favorable weather

1/ UJnless otherwise Lndicated, years are fiscal years ending June 30.
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conditions and more effective pest control contributed to raiEsed output of
the principal field crops and particularly cotton. On the other hand, ad-
verse developments such as the disappointing performance in livestock, a
sharp fall in rice prices, and slow progress in land reclamati.on and in
bringing newly reclaimed areas under cultivation point to a need for action
based on a resource allocation policy with longer-term objectives and more
closely oriented towards international market conditions than at present.

vi. Industrialization has played a leading role in development strategy
and has absorbed a significant portion of the resources allotted to invest-
ment. Nationalization in the early 1960's brought most maLjor industries into
public ownership, with the result that private industry now accounts for not
more than about a fifth of total prc,duction. The share of industrial produc-
tion in GDP has risen from 20 percent in 1960 to about 23 percent in 1970.
The focus of policy was initially on. import substitution. A wide range of
industries has been established, particularly during the 1961-66 Plan period,
with special emphasis being given tc. the chemical, metallurgical and engi-
neering industries and to oil production. Since the mid-1960's the sector's
export potential has been underlined, particularly in relation to Arab and
African markets. Emphasis on the public sector has recently been modified
and a role provided for the private sector as subcontractors to the larger
public enterprises, especially in the engineering industries and as manu-
facturers of clothing, leather and wood products for export.

vii. During 1969 and 1970 a brcadly based expansion of activity in in-
dustry was accompanied by a substantial reduction of the previLously high
level of excess capacity and a decline of stocks to more normal levels.
Continued growth will have to rely largely on productivity increases and
this may be even adversely affected by the reduced availability of funds
for investments and the consequent difficulty of adequately malintaining
existing capacity. These difficulties are shared by the transport sector,
,.here investments have been thinly spread and their optimal allocation
impeded by lack of a comprehensive Esurvey of long-term needs.

-iqii. The UAR faces a serious pcpulation problem. The yearly increase
of population is over 2.5 percent. The dependency ratio is hiigh, cultivable
land scarce and urban unemployment Esubstantial. Official awareness of the
problem has not been matched by implementation of an effective population
planning policy. The lack of forcef'ul population policy so far is compounded
by a piecemeal approach to development planning. Difficulties in mobilizing
resources for investment, attributable largely to the deterioration in
the overall government budget mainly because of high defense expenditures3
and a sluggish growth of resources, have led to the shelving of successive
development plans and a year-by-year approach to development problems.
(Notwithstanding, preparation of alt:ernative strategies for development in
the medium-term has continued.)

ix. In the 1971 budget, defenEse expenditures were further increased
to LE 550 million or about 19.4 percent of GDP in 1970. The priority of
defense requirements and the relatively slow growth in domest'Lc resources
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continue to prevent increases in investment. Budgeted investment expendi-
ture has actually declined. If continued, this trend may adversely affect
the economy's growth potential both by limiting the growth of new capacity
and, through possible shortfalls in replacement or complenentary investment,
the use of existing capacity.

x. A substantial improvement in the savings performance of the econ-
- omy might not suffice to achieve an adequate rate of investment. Assuming

a continuance of Arab assistance under the Khartoum Agreenent, of LE 110
million, a considerable increase in the availability of external assistance
would be required. If the last five years are taken as a reference point,
the ability of the UAR to borrow abroad may not be very large.

xi. The UAR has an unfavorable debt structure. The external public
debt as of December 31, 1969 amounted to LE 726 million (US$1,670 million)
of which LE 603 was disbursed. Seventy-five percent of the total debt (95
percent of the debt to the West and 55 percent of the debt to Eastern
Europe and China) falls due by June 1975, unless these debts can be satis-
factorily rescheduled.

xii. Prospects for economic growth in the immediate future are uncer-
tain. If the last five years' trends can be taken as an indication of what
may happen in the future, even the maintenance of a modest growth rate may
be difficult. But if regional political tensions are relaxed and a re-
allocation of public expenditure takes place the prospects are likely to
be rather more favorable.





I. ECONOMIC GROWTH AND STRUCTURAL CHANGES IN THE 1960's

1. The evolution of the UAR economy during the second half of the
sixties differed markedly from that of the earlier part of tthe decade. A
major balance of payments crisis in 1966 and subsequently the Middle East
war in June 1967 necessitated stabilization measures and led to a realloca-
tion of available resources which reduced the rate of economic growth. Al-
though the information for the period 1965-70 1/ is preliminary and sub-
ject to revision, it neverthelesss gives a fairly clear idea about the
general trends of the economy during this period.

Gross Domestic Product

2. In the last five years, gross domestic product has grown in real
terms at slightly more than 2 percent per year compared with a growth rate
of about 6.5 percent during the early sixties. But total resources defined
as GDP plus net imports, have exceeded, on the average, the domestic product
during the last five years by almost 4 percent. These expanded resources
are the result of Arab assistance, which in recent years has offset the loss
of revenues from the Suez Canal.

3. The growth of output varied from year to year. Decline in 1967
and 1968, the result largely of the 1966 crisis and the closure of the Suez
Canal, gave way to recovery in 1969 and 1970 when the eccnomy expanded by
5.8 and 6 percent respectively.

4. During the 1960's the structural change of GDP has not been im-
portant. In current prices the average share of agriculture in GDP during
the first five years was 28 percent and in 1966-70 it increased slightly
to 29 percent. The share of industry remained constant at 22 percent, and
that of services was 26 and 27 percent respectively. All these changes
in shares during the second half of the sixties are merely the result of
the sharp decline, from which it has not recovered, of the share of trans-
port and communications after the June 1967 war.

Total Resources and Expenditures

5. During the 1960's net imports which represented on the average
4.5 percent of GDP during the first half of the decade declined to 3.4 per-
cent in the second half. In 1968 Arab assistance under the Khartoum Agree-
ment amounted to about 80 percent of net imports, and in 1969 and 1970 this
assistance has exceeded the net imports by a considerable margin.

6. The structure of expenditure on GDP (in current prices) changed
somewhat from the years of the Five-Year Plan (1961-65) to the last five
years. Total consumption as a proportion of GDP increased, maiinly reflect-
ing the rise in government expenditures, particularly on defense, while the
share of investment declined.

1/ Unless otherwise indicated, years are fiscal years ending June 30.



7. The relative decline in investment was accompanied by changes in
its composition. The commodity sectors (agriculture, industry and mining,
electricity and construction) have raised their shares from 57 percent in
the Plan period to about 67 percenl: in the second half of the sixties,
mainly as a consequence of increased investment in electricity. The share
of the latter went up to 15.8 percent of total investment in 19,66-69 from
a 6.6 percent share during the years of the Plan. In both periods, indus-
try and mining held the highest share of investment, more than one-fourth
of the total. For transportation and communication, the respective shares
for the first and second periods are 19 and 14.7 percent. From the first
to the second period, housing has raised its average share in the total by
2 percent - from 10.9 percent to 13.2 percent.

8. The shares of GDP of botlh exports and imports have declined con--
siderably in the Second Five-Year period as a consequence of the June 1967
war. Although exports of merchandise grew faster than GDP in the second
period, the share of exports of goods and services fell from about 18.5
percent of GDP during the five years of the Plan to about 15 percent in
the last five years because of the loss of revenue from the closing of the
Suez Canal and some decline in tourism. The share of imports of goods and
services fell from roughly 23 percent in the first period to about 18.5 per-
cent in the second period. A part of the decline in the share of imports
may be due to the exclusion in 1968 and 1969 from both imports and consump-
tion in the national accounts of a certain amount of emergency imports whLch
do not go through customs.

9. Finally, national saving as percentage of GNP has gone down from
12.4 percent during the Five-Year Plan to 9.9 percent in the last five years.
The decline in the rate of saving, which is reflected in the aggregate saving
as well, can be attributed to the closing of the Canal and the steady in-
crease in consumption -- mainly public.

II. POPULATION AND MANPOWER

Population

10. The population of the UAR is estimated to be growing at about
2.54 percent annuallyl/. In 1970 the population is estimated at 33.4
million. The population problem in the UAR reflects both short-term im-
balances and long-term structural difficulties. The short-tern problem

1/ There is a discrepancy in estimates of population growth rates between
different institutions. Cent:ral Agency for Public Mobilization and
Statistics estimate = 2.54 percent; Ministry of Planninig, Manpower
Department's estimate = 2.8 percent; Cairo Demographic Center = 2.5
to 2.6 percent. In this report the growth rate is assumed to be 2.54
percent.
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consists essentially of an unfavorable age distribution that leads to a
high dependency burden, high and rising expenditures on social services,
and a high rate of internal migration causing considerable urban problems.
The long-term structural difficulties arise due to the prestsure of a fast
growing population on available resources, leading to the necessity for
structural reorganization of the economy to provide increasing employment
and production.

11. The 1960 and 1966 censuses showed that about 45 percent of the
population is younger than 15 years, and 3.5 percent is older than 64.
Hence only 51.5 percent of the population is in the labor 1:orce age range
(15-64), and the UAR economy suffers from a heavy dependency burden. Pub-
lic expenditure on services (i.e. education, health, housing and public
utilities, and social services) has increased from about 24.4 million in
1952 to 144 million in 1968 or about six times. Per capita expenditure on
services in the same period rose from BE 1.15 to BE 4.62.

12. The population in larger cities and towns is growing much faster
than the rate of growth of total population due to internaL migration. The
population living in towns as a proportion of total populai:ion changed from
33 percent in 1947 to 37 percent in 1960 and to 40 percent in 1966. This
was partly due to conversion of some villages into urban units, but largely
due to actual migration. For example, the proportion of the total population
living in the Cairo Governorate has risen from 10.9 percent- in 1947 to 14
percent in 1966.

13. The long-term population problem can be viewed as an increasing
density of population. Population density has increased olver the past
20 years by 58 percent per square mile of total area and 55; percent per
square mile of inhabited area. The difference between the two figures
implies an extension of the inhabited area in the UAR. With the high
population growth rate, the population densities of total area and inha-
bited area will increase. This poses long-term choices of development stra-
tegy between "horizontal expansion" of agriculture through land reclamation
and irrigation, "vertical expansion"' through increased yieLds per feddan,
and increased emphasis on industrialization.

Family Planning

14. Given the present population problem in the UAR, one of the essen-
tial elements of a long-term population policy should be an effective family
planning program. The family planning efforts started in the UAR with a
"Supreme Council" for family planning set up in 1965. The philosophy behind
the program and the administrative structure in the process3 of being set up
are sound, but there has been only limited implementation and the impact of
these limited measures on birth rates has not been analysed. The program is
based on the use of pre-existing health centers. In February 1966, the Gov-
ernment started free distribution of pills to the clinics, but the users pay
a nominal sum per monthly cycle. The proceeds are distributed to the clinic
workers to provide incentives. It is estimated that about 300,000 pill cycles
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are being distributed free per month, and about 120,000 loops per year are
inserted. There are now about 2,700 health centers providing family plan-
ning services.

15. Until the end of 1970, there i; no long-term plan for the family
planning program, and therefore Identification and formulation of projects
in this field have been difficult. Although in the last few years some grants
from UN agencies and bilateral sources (about LE 0.7 million) have been re-
ceived, further grants are being held up due to the absence of long-term
plans and specific projects.

Manpower and Employment

16. Manpower and employment policy seems to lack long-term perspective,
being geared largely to short-term corrections of imbalances. At present,
the Government feels that there is a surplus of academically-oriented gra-
duates, and a shortage of technicians and skilled workers. Since 1968, the
UAR has therefore attempted to limit acceptances to higher institutes and
universities to 35,000 per year; of which 60 percent at least should be for
scientific subjects and 10 percent at least for teacher's training. The
Ministry of Planning consider they have been successful in this policy and
therefore after 1972, the number of graduates of higher institutes would be
less than 30,000 per year. Since detailed manpower requirement studies for
the period after 1970 have not yet been completed in the UAR, it is diffi-
cult to see whether the specific limitation of 35,000 is justified. How-
ever, since the Government has felt the need to take special action for
employing all graduates in the past, there was presumably aL surplus of
university graduates. The effort to limit university entrants appears
therefore justifiable. The limitation would also reduce expenditure on
higher education and release resources for technical training. In addi-
tion, the Government has now relaxed the control on emigration of Egypt-
ians abroad. This relaxation would absorb some of the surplus university
graduates. However, the emigration should be selectively controlled,
otherwise some skills in already short supply may be lost.

17. On the other hand, present technical training facilities have a
very low capacity compared to the needs of the country. The Cairo Training
School for Architects offers a three-year course with a placemnent of 330
students only. The Trade Training School at Imbaba (eleven months coursa)
and a similar Technical Training School in Alexandria have a placement for
100 students each. In-service and apprenticeship training is provided ona
a very limited scale by a few companies. Productivity could be considerably
raised by expansion of such in-service and apprenticeship programs.

18. The Ministry of Planning is at present conducting a comprehensive
and detailed survey of manpower requirements and supply up to 1980, where
economic activity is subdivided into over 100 categories. The Ministry of
Treasury, based on their experience of redistribution of manpower in 1969
between a number of state-run concerns and government departments (e.g.
the High Dam, aircraft factories, agrarian reform sector), has been given
the responsibility of sectoral reallocation of manpower, which will be
based on a sector-wide census of surplus manpower.
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19. Accurate figures for unemployment in the UAR are not available.
The Institute of Planning, based on limited sample surveys, estimated that
unemployment was about 600,000 in 1969. Earlier estimates of unemployment
e.g. about one million for 1968 are likely to be overestimated. The reason
is that estimates of unemployment based on registered unemployment figures
are likely to be inaccurate, because enterprises in the range of 1-10 em-
ployed are not properly covered by employment censuses, and secondly it is
difficult to judge the employment implications of the war. An analysis of
the registered unemployed statistics shows that there are two categories
involved - those seeking work and those not seeking work. Possibly as
much as 20 percent of those registered as unemployed not seeking work are
privately working; and about 5 percent of registered unemployed seeking
work do some "work in waiting."

Undelont

20. Rural underemployment, which often reaches large proportions in
developing countries, appears to be a lesser problem in the U.A.R. than is
commonly assumed. The International Labor Organization (IL')) ancl the In-
stitute of National Planning conducted a joint large-scale rural employment
survey between March 1964 and February 1965,1/ which showed that in 1965
there was little surplus labor in agriculture. The underemp?loyment, at
least in the survey regions in 1965, emerges as largely seasonal and avail-
able for use in agriculture itself.

21 The following conclusions emerge from the survey. The annual
number of hours worked on average by men are 2280 to 2480 per year. W4hen
all rural activities are taken into account, the men appear to be almost
fully employed. Women and children are recorded as working much less than
men. However, there is a downward bias in work time recorded for women
and children; household work, small jobs and temporary work were not re-
corded. Secondly, although the farm activity is seasonal, c:onsidering
the high number of hours worked by men, it would seem that off-farm acti-
vity provides employment for men in the slack seasons, e.g. canal work
which is counterseasonal. Thirdly, it might be of interest to note the
regional variation in employment. Although for women, children and men
taken together, Upper Egypt seems to have a lower level of employnent than
Lower Egypt, men do not work markedly less in Upper Egypt.

22. The results of the study show that there was no substantial under-
employment in the UAR in agriculture in 1965. However, one cannot assume
that there is as little underemployment in 1970 as in 1965, because the
rural population and labor force have grown considerably in the last five
years. On the other hand, the cropped area increased from 10.26 million
feddans in 1965 to 10.7 million feddans in 1970. This implies that with
cropped area per employed person remaining unchanged, about an additional
160,000 people could be employed. Secondly, the agrarian reform law reduced

1/ "Rural Employment Problems in the UAR," ILO, Geneva, 1959.
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ceilings on individual land holdings from 200 to 100 feddans in 1961, and
further to 50 feddans in July 1969. Most of the area affected by the 1969
law (about 20,000 feddans) has already been passed on to the Government and
redistributed, creating holdings of 3-5 acres. The redistribution of land
creating small holdings probably increased employment possibilities in agri-
culture. Thirdly, the extensive programs for drainage in the UAR and the
expansion of perennial irrigation with the associated canal works would also
have increased employment possibilities in the rural areas. It is difficult
to assess the precise amount of additional employment generated by these
changes between 1965 and 1970. Underemployment in agriculture has probably
increased in this period, but it is unlikely that 25 percent of the agricul-
tural labor force is surplus, as is commonly assumed.

23. The extent of disguised. unemployment in service industries is even
more difficult to assess. No stuLdies are available in this field. With the
high rate of population growth and internal migration to the cities, it is
plausible that considerable underemployment in the service industries exists.
The Government has often been pointed out as the main sector for disguised
unemployment. The bureaucracy has grown greatly, due to increasing govern-
ment control of economic activity and the policy of guaranteed employment
for higher institute graduates. On the other hand, there has been a large
increase in the armed forces.

III. AGRICULTURE

The Role of Agriculture

24. Though its share has been declining, agriculture still accounts
for nearly 30 percent of GDP in t:he UAR. In addition, it provides 60-65
percent of export earnings and nsre than half of employment. If the value
of ancillary services, such as transportation and marketing, and the value
of exports of processed cotton are taken into account, the importance of
agriculture in the UAR economy is enhanced further.

25. Agricultural performance fell somewhat short of target during
the Five-Year Plan (1961-65). Value added in agriculture rose by 3.3
percent per annum against the planned rate of 5.1 percent; employment
in agriculture grew at 3.3 percent compared to the planned rate of 3.2
percent and investment in agriculture, irrigation and drainage formed 17
percent of total national investment as against a target of 19 percent.
Since the mid-1960's, agricultural planning has been on an annual basis.
Tn 1967 agricultural production in constant prices fell below that of
1(1() bL about 1.4 percent, and in 196R the rate of growth was only 2.9
percent compared to a target of 5.2 percent.

26. The major instruments in planning agricultural growth during the
last decade have been land reclamation and improvement, land reform, annual-
ly established acreage allotments and crop rotation control, price policy,
and improving the availability and distribution of agricultural credit and
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physical inputs. Numerous physical or administrative difficulcies Ihave
been encountered in each of these areas. In spite of increased fertilizer
availability, until 1967 the progress in yields was disappointing. Never-
theless, agriculture in the UAR remains fairly progressive. It can contri-
bute significantly to growth with improved planning, investrment, and imple-
mentation. Positive factors include the diversity of output, good average
yields in some commodities, and the development over the years of a reason-
ably effective system of control and supervision.

The Overall Picture

27. Recent trends and developments in agriculture have been satis-
factory and stand in sharp contrast to the disappointing situation of
19681/. The gross value of agricultural output rose by 5.6 percent in
current prices in 1969, compared to 0.5 percent in 1968; and agricultural
income increased by 7.0 percent during the same period, after a decline of
2.9 percent the year before. In real terms also in 1969, output lncreased
by 4.4 percent and income by 5.3 percent. The greater relative growth of
income as compared to output was due to a deceleration in the growth of
expenditures on inputs from 11.6 percent in 1968 to 1.7 percent in 19692/.
Remarkably, this growth was achieved without any significant expansion in
cropped area or in expenditures on farm inputs. Contributing to growth were
changes in the planting pattern in favor of high value crops, from wheat and
maize to cotton, and significant yield increases, particularly in cotton and
maize. Cotton was clearly the major contributor to growth. It accounted
for 85 percent of the increment in the value of all field crops and 70 per-
eriL of that in total agricultural production.

28. Total cropped area remained unchanged in 1969 at about 10.7 mil-
lion feddans. Recent trends in the area and yields of the four major crops
are shown in Annex Table 7.4. The cotton area rose by 10.8 percent in 1969,
returning to the 1967 level after having declined for three consecutive years.
The increase in area represents to a large extent a shift from wheat and
maize. Cotton (seed) yields reached a record level of 912 kgs per feddan,
or 11 percent more than last year and 16 percent above the average for the
preceding five years. Yields benefited from "ideal" cotton growing weather
conditions as well as improved leaf worm control and precautionary spraying
against bollworm. Output of seed cotton was up by 22 percent, at a near
record level of 1,480 thousand tons. Moreover, the lint extraction rate

1/ Unless otherwise specified, all figures in this chapter refer to the
"agricultural year" (November-October), which differs from the fiscal
year (July-June) on which national accounting is based, or the market-
ing year (September-August) used by some agencies.

2/ The meager growth in the value of inputs in 1969 may be attributed to
little growth, if any, in the use of fertilizers, and a possible decline
in the use of pesticides, etc., which may have offset an increase in
the value of seeds. No major changes in input prices are reported.
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showed an improvement from 36.0 percent to 36.6 percent. Accordingly, lint
output rose proportionately more than seed cotton output.

29. Rice yields remained tnchanged, and the area under rice declined;
consequently there was a marginal decline in rice output. A. sharp fall in
the wheat area led to a decline of 16.5 percent in output.. Maize production
increased by only 3 percent. Most striking, among minor crops, was a fourth
consecutive decline in lentil output, a third consecutive decline in onion
output, and an 8 percent increase in sugarcane output continuing the upward
trend experienced since 1965. Finally, fruit production advanced significantly
- oranges by 27 percent, other citrus by 23 percent. However, production
of vegetables appears to have declined (see Table 7.1).

Supply and Distribution of the lfajor Crops

30. UAR cotton stocks at the beginning of the 1970 marketing season
(September-August) were normal, perhaps on the low side. Local consumption
during the year is estimated by the Egyptian Cotton General Organization to
have increased by 12 percent. Exports in the first eight months of the sea-
son were 16 percent up in volume and 17.3 percent up in value, indicating an
improvement in unit value. The marketing of cotton has been helped by favor-
able world market conditions (world beginning-stocks were normal for thLe sec-
ond consecutive year and world production was down by 3 percent) and by ef-
fective marketing by the Cotton Organization and export companies.

31. Information on recent or current stocks of rice, uSheat and maize
is not available. Rice exports are estimated to have risen by 27 percent
in volume and by 20 percent in ralue in fiscal 1969. Rice export prices
fell by about 35 percent since early 1969 (i.e. from EE 5:5 to BE 36 per
ton). Though this trend has already hurt export earnings in fiscal 1970,
its major impact is likely to be manifested in fiscal 1971. Finally, the
decline in wheat output in agricultural year 1969 has led tco an increase
in imports, in volume, of nearly 20 percent in fiscal 1970. Moreover,
average wheat import prices are reported to be up by 4-5 percent this
year.

The Short-Term Crop Outlook

32. It is difficult to forecast the 1970 crop at the present time,
since area estimates for many crops are not yet available. The cotton area
is estimated at about the same Level as that of last season (1.6 million
feddans). Grower prices remain nore or less unchanged. Assuming that
yields fall back to their average of the three years preceding the peak
year of 1968/69, cotton productiLon would contract to 9.2 million kantars,
or by about 15 percent this yea:r.

33. Wheat output, however, may reach a near record level. Area i's
estimated to rise by 5 percent, yields by 15 percent, and output by 20 per-
cent. The major factor contributing to current optimistic expectations ap-
pears to be the coverage of two-thirds of the current area by high-yielding,
rust resistant improved seeds, aamely Giza 155. In addition, weather condi-
tions have been favorable to whesat and other winter grains so far.
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34. The Ministry anticipates little change in the area planted to
rice. The rice export target for 1970 is 800,000 tons (roughly 100,000 tons
more than in 1969), and contrary to official optimism, may prove difficult
to reach, as there are likely to be both supply and demand constraints.
Fruit output is likely to continue to rise in 1970. OveraLl, the Ministry
of Planning is expecting no real growth in total agricultural output in
the current year. If, however, the favorable trend in wea:her continues
during the rest of the season and if the expectations concerning wheat
materialize, some growth over the 1969 season may be regisi'ered.

Land Redistribution, Reclamation and Utilization

35. In accordance with a new law passed in July 1969, maximum land-
ownership has been reduced for the third time since 1952, 1:his time from
100 feddans to 50 feddans per individual (or 100 feddans per family). Most
of the area affected by the new law (an estimated 20 thousand feddans) has
already been passed on to the government and redistributed creating holdings
of 3-5 acres. The amount of land affected was not very significant when com-
pared to the total area under cultivation (about 6 million feddans).

36. Progress in land reclamation and in bringing newly reclaimed areas
under cultivation has been rather slow in the last couple of years. No new
major initiatives in reclamation appear to have been taken in 1969. Accord-
ing to the authorities concerned, attention has been direct:ed rather to com-
pletion of projects already started and to land conservation or improvement.
In June 1970 it was announced that the Ministry of Land Reclamation and af-
filiated organizations had been allotted investment funds of about EE 17.4
million for fiscal 1971, of which EE 12.5 million were allocated to the Re-
claimed Land Exploitation Organization. The plan for the c:oming year pro-
vides for the reclamation of 21 thousand feddans, and for the cultivation
of 50 thousand feddans, in addition to development of infrastructure.

37. A continuing problem in agriculture concerns water utilization,
particularly in areas shifted from basin to perennial irri.;ation. Onions,
an important cash and export crop, are a case in point. The excessive use
of water has caused low yields, inferior quality, and therefore lower export
prices. It has produced smaller bulbs than before, contairing too much water,
thus leading to quality loss in transportation and storage. The Ministry of
Agriculture has attempted to deal with this problem by urging the farmers to
limit their waterings to three per season instead of 6-7. Though quality
has improved this year, yields are still reported to be significantly below
their traditional level. A similar problem has developed in lentils over
the last few years. As a result, area or yields and output contracted
simultaneously and consecutively for four years. Area is expected to recover
this year in response to an upward adjustment in prices; yields might improve
but are unlikely to rise to their 1965 level.

Agricultural Credit

38. Agricultural credit operations are reported to be improving grad-
ually and steadily. Significant progress seems to have been made in both



- 10 -

promoting the farmers' confidence in the system and in the administraticon
of the system. In addition, a new law was passed in December 1969 9which is
intended to bring some important changes to the credit system. An important
feature of the law seems to be th,e introduction of a mechanism which will
-iable the Agriculture Cooperatives and Credit Organization to deal with;
each local cooperative "as a unit." Each local cooperative would have its
i,,ln bookkeeping system.

39. The volume of credit, etssentially short-term, issued to farmers
by the Agricultural Cooperatives and Credit Organizations rose from LE 68
million in 1968 to EE 72 million in 1969, but was 13-14 percent less than
the average of the preceding two years. As 1E 3 million of the LE 72 mil-
lion were for pesticides, normally due for collection the following year,
-he amount "collectable" in 1969 was LE 69 million. Receipts exceeded this
anount by LE 7 million; administrative improvement in the system and the
large cotton crop permitted some collection on arrears.

Pricing and Marketing

40. Prices of major agricultural as well as nonagricultural commodi-
ties - from production inputs tc consumer goods -- are controlled or adl-
ministered by the government. ThLis is achieved through a combination of
.aasures involving wide but varying government control over supply and
distribution at multiple levels: direct price-fixing, rationing, special
i:axes and subsidies, preemptive government purchase, annuaLly established
acreage allotments and crop rotation control, import control and centraliza-
t4on of exports. Of many commodities the government is the sole producer,
bulyer and importer as well as the sole marketing agent and exporter.

41. In agriculture and agricultural products government intervention
in pricing and marketing takes the following form. On the in,put side, the
covernment is the sole producer, importer and distributor of commercial
fertilizers and of pesticides. Seeds for several important crops (such as
cotton, rice, wheat, and onions) are distributed by local cooperatives.
The latter also provide credit, acting for the AgriculturaL Cooperatives
and Credit Organizations, in cash or kind. Prices of the first three
inputs -- seeds, fertilizers, ancl pesticides -- are fixed and normally
maintained unchanged from year to year. Credit, which until 2-3 years
sgo was given free of charge, is now offered at a pricel/. Water is pro--
vided to the farmer at no charge. On the marketing side, all of the cotton
crop and varying proportions of other so-called "requisition crops" such as
rice, wheat, sugarcane, onions, groundnuts, beans, and lentils are sold at
prescribed prices to the village cooperatives. The marketing of other im-.
Portant commodities such as maize, fruits, vegetables, and animal products
is by and large free. At the retail level, selected basic commodities,

1/ The charge is 4-1/2 percent per annum, plus a max:Lmum of 1-1/2 percent
for "service", and 1 percenl: for late payment.



namelv, sugar, tea and oil,1/ are subject to partial rationing, i.e., fixed
quantities per individual are sold at a fixed price, but additional quan-
tities can be purchased at a higher price (in some cases a130 fixed). These
interventions lead to a dual price system (both at the farm level and at the
retail level) in some products. The Ministry of Supply, however, can influ-
ence the average level of market prices through commodity transactions. Its
General Organization for Supply, for instance maintains inventories of major
consumer staples and controls the local procurement, import, and availabili-
ties of important commodities such as wheat and flour, sugar, and edible
oils2/.

42. Objectives Versus Policy. The objectives of government action
or intervention in pricing and marketing include stabilizing prices, in-
fluencing the composition and quality of output, transferring income to
the public sector, improving the balance of trade, and to meet social
goals, such as improving the distribution of income and mainitaining the
prices of basic commodities within the purchasing range of Low-income
masses. Most of these, obviously, are too general to have dlirect opera-
tional significance; some are not fully consistent with others. Though
several changes in this area have taken place in the last 12-18 months,
they seem to represent either action in line with broad goaLs (e.g., keep-
ing the prices of basic, staple commodities low, centralizinig the marketing
of major products, etc.) or adjustments in production incent:ives designed to
correct short-term imbalances in the composition of output3V. These and
their implications can therefore be discussed only individually.

Prices of major inputs remained unchanged last year as they did
for many years before4/. This has significant implications for two reasons.
First, as a result of the steep downward trend experienced fn world fertilizer

i/ Also kerosene, among nonagricultural commodities.

2/ Government intervention is not uniform. Generally, public control is
greatest in export crops (such as cotton), basic items in the budget
of the poor, commodities exchanged in large quantities between rural
areas and urban areas, and manufactured goods with a high import con-
tent.

3/ Two recent steps of a different character have been: (a) reduction in
the prices of some consumer goods, such as certain textiles and durable
goods (appliances), where large inventories had been accumulated, and
(b) increased efforts to reduce the net losses of some of the public
marketing organizations, as discussed later.

4/ In fact, seed prices are at about the same level as ter years ago, and
fertilizer prices have not changed since 1966. The government subsi-
dizes the sale of seeds, making them available substantially below cost.
Fertilizers, however, roughly 40 percent of which are Importied, are
sold at prices above the import price, the difference being used to
subsidize the local fertilizer mills.
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prices since the mid-sixties, lccal prices in the UAR appear to have become
more and more out of line with prices elsewhere, including perhaps other
developing countries. Recent experience implies that stabilization of prices
by itself may not be sufficient as an "inputs policy," i.e., to assure proper
growth and balance in utilization.

44. The most important change in official producer prices last year
was an increase in cotton prices. They were raised at the beginning of
the season by zero to 12.4 percent, according to varieties: not at all
or marginally in the case of those grown primarily for local consumption,
and proportionately more in the case of superior, export varieties. The
weighted average increases in announced prices (using 1968 production
weights) was 3.6 percent, and the average actual price recei-ved by farmers
rose by 3.2 percent, i.e., less, due to changes in the variety-composition
of output between the two years. While cotton area did go up in 1969 by
nearly 11 percent the precise role of price in inducing this expansion is
not clear-cut. The bulk of the expansion occurred in areas growing va-
rieties whose prices were not changed at all; in some areaLs, the response
of acreage to new price incentives was small and negative. The sharp in-
crease in the national area and the divergence of response! to price among
varieties and regions may be related possibly to stricter but varying en-
forcement of the minimum acreage allotments.

45. In food crops, two important changes at the producer level have
been: (a) an increase in the official purchase price of wheat, to bring
it closer to the free market price, and (b) unifying the purchase price
of rice (and lentils). The government normally purchases up to 200,000
tons of wheat annually (out of a crop of about 1.3 million), and about
200,000 tons of rice for the cities, plus about 700,000 tons for export.
Until recently requisitioned quantities of rice were bought at BE 42-44.
As a result of imperfections in marketing and supervision, the government
was offered smaller and smaller quantities at tE 24 and was buying larger
quantities at LE 42-44 - a situation which became increasingly costly and
intolerable in view of the sharp decline in export prices. Consequently,
the dual price system has been abandoned in favor of a single price sysltem;
the new price is LE 30. In the case of wheat, though adjusted upward, the
official purchase price has been kept somewhat below the free price. This
is in line with government policy of buying as little wheat as possible (not
more than 100,000 tons) in the future. The above changes are also expected
to simplify purchasing and marketing.

46. There were two other iinportant changes in food prices in recent
months at the consumer level. Rice prices (at government outlets) were
cut from about 8 piasters to aboult 6 piasters per kilogram (and further to
5.5 piasters effective October 1, 1970), reversing an earlier rise which
was found to be too steep for low-income groups. Meat prices, however,
rose by about 17 percent in 1969, reflecting a severe scarcit:y associated
with low-cattle imports from the Sudan due to transport problems. The rate
of weekly imports has been accelerated in the last few months, and the sup-
ply situation may ease gradually.
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47. Despite these recent changes, pricing and marketing policy in
food crops remains inadequate. The system is neither free nor fully regu-
lated. It allows flexibility, which is valued by the government, but up
to a point. It tends to react to market conditions with a lag, being too
heavily oriented to consumer price objectives. Administered prices at in-
dividual marketing stages are worked out backward, i.e., from consumer-
price objectives toward farm prices, rather than forward.

48. Finally, the General Organization for Supply, the agency charged
with assuring supplies and stabilizing prices has been counting on reducing
its net losses sharply in 1970 (from LE 7.5 million in 1969 to EE 1.1 mil-
lion). Budget estimates assume a small net profit in 1971. This is to fol-
low from a policy of reducing both revenues and losses, but the latter fast-
er. The major "revenue items" have traditionally been suf;ar (free market,
not rationed sugar), tea and coffee, and the major "loss items" wheat and
flour, maize and oils. The major contribtuting factors on the revenue side
appear to be shrinking income from sugar, which more than offset expanding
income from tea and coffee; and on the loss side, declining losses in wheat
and other food staples, particularly oil. Moreover, flour changed from a
loss item to a revenue item in 1968 as a result of a major increase in its
wholesale price (from EE 46.2 per ton to UE 51.9).

Conclusions

49. Taking a long-term view, the inter-relation betueen pricing and
resource allocation in agriculture in the past, and its irplications are
important. Agriculture has performed favorably in 1969, and management at
high levels is in competent hands. However, although this sector has been
affected relatively less than other sectors by the war situation, it cannot
function efficiently for long with inadequate sectoral or national planning,
especially with trends such as the sharD decline in rice prices, increasing
difficulties of roundgrain rice to compete with long-grain rice, approaching
self-sufficiency in maize, disappointing performance in livestock, plus the
increasing need for vertical expansion in view of the slow progress in land
reclamation.

50. On the input side, pricing policy needs re-examination, with em-
phasis on both absolute and relative levels of input prices (relative to
each other and to prices elsewhere). The adverse effect of fixed prices in
concealing scarcity/abundance relationships might in fact be as great, if
not greater, on the input side as on the output side. There may be a case
for reducing fertilizer prices and for controlling water utilization, at
least in areas where excessive use is undesirable but common practice. Al-
though the vertical approach (raising yields), compared to the horizontal
approach (expanding acreage), is the most desirable and apparently less
costly one, it carries with it a great deal of uncertainty. It is hazar-
dous to project trends in yields or to "plan" technological breakthroughs.
In view of the scarcity of arable land and the rapid rate of population
growth, it is important to push land reclamation faster than at present.



- 14 -

51. On the output side, the commodities which :normally attract atten-
tion in considering resource aLlocation in agriculture are cotton, rice,
wheat and maize. In cotton and rice (principal export crops), policies
have been generally responsive to local and world market trends, though
with considerable lag. The recent sharp decline in rice prices makes it
desirable to reduce this lag by devising a proper production and export
strategy, at least for the short run. It may be added, however, that the
UAR is an efficient producer of rice and that it is difficult and perhaps
too early to tell whether a major re-allocation of land awaLy from rice
might be dictated by market conditions. Additional considerations for thi:
UAR include the future level of demand in centrally plannedl countries and
her ability to penetrate new mirkets or to shift to the prciduction of long-
grain rice. With regard to coltton it is becoming increasingly important to
devise a comprehensive policy for the entire textile sector --- one which
takes into account local demandl for all fibers, includin:g synthetics, and
export potential or prospects of both raw cotton and cottorL goods. (The
cotton sector is examined in greater detail in Annex A). In wheat and
maize, it is difficult and perlhaps unrealistic to suggest unilateral al-

ternative production policies Ln view of the social and political context
in which the production of these two crops is normally considered. The
major area which requires urgent investigation with regard to long-term
resource allocation policy is Livestock. Raising the latter takes a large
proportion of the limited arab:Le land of the country. Moreover, unlike
cotton and rice, the comparative cost or economic justification of livestock
production is not well established. In view of the resources tied and the
disappointing recent performance, the policies in this field should be re-
examined.

1V. INDUSTRY

52. The share of industryr in GDP has risen from less than 10 percent
in 1952 to about 20 percent in 1960 and approximately 23 percent in 1969.
Industrialization has been a mtjor element in the UAR's development stra-
tegy since 1957 when the first industrial plan was launcihed. Before 1957
manufacturing was mainly limited to processing local agricultural products.
Since then considerable diversiLfication has taken place and by 1968 the
traditional industries (textiles and food processing) accounted for 57 per-
cent of total industrial outpul as compared with 65 percent in 1960. The
focus of policy initially was on import substitution. Since mid-1960's,
however, emphasis has been placed on the sector's export potential, parti-
cularly to African and Arab markets as well as Eastern Eurcipean countries.

'). Thle IIAR's malor growi:h industries in the first half of the sixties
were the clhemicals, engineering and food processing industries. During this
period their output (in value terms) rose at an average anrLual rate of 14
percent compared with an average of 12 percent for industry as a whole.
Stabilization measures in 1966 and subsequently the diversion of resoulrces
to defense adversely affected industry in the years 1966 to 1968. The rate
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of expansion was less rapid than in the earlier period and the contribution
of individual industries differed in important respects. lhe textiles and
food processing industries maintained relatively high growth rates in con-
trast to the chemicals and engineering industries.

54. Largely as a result of measures which included liberalization
of credit and reductions in the prices of some textile procucts and con-
sumer durables the volume of industrial output rose by 8 percent in 1969.
The revival was broadly based and is expected to continue in the present
year. Excess capacity, which from 1965 to 1968 had averaged about 30 per-
cent for industry as a whole, has been substantially reduced; shortages
of components, which had been a major constraint on expansion of product-
ion, are no longer at significant levels.

55. Employment in industry increased considerably less than the growth
of output and by 1969 accounted for 11 percent of the employed labor force
as compared with 9.6 percent in 1961. The increase occurred mainly in the
first half of the decade. Industrial employment increased at an average an-
nual rate of 7.2 percent between 1960 and 1965 as against an average annual
increase of 2 percent subsequently. The increase in average wage per worker,
which amounted to 47 percent between 1961 and 1967, reflects social policies
rather than market pressures. Shortages of lower level supervisors and inter-
mediate level technical staff have emerged and have been aggravated by rigid-
ities in recruitment and grading policies.

56. The changing structure of industry has been reflected iLn the
composition of exports. As a proportion of total merchandise exports,
exports of manufactured goods rose from 29 percent in 1961 to 40 percent
in 1969. While exports of yarn and other textile products accounted for
just over half the UAR's industrial exports in 1969 as against a third in
1961 there was a significant rise in exports of metal and engineering prod-
ucts, chemicals, petroleum and, more recently, leather goods. However, as
much of the expansion in the engineering and, to a lesser eKtent, in the
chemicals industry has been of an assembly nature with littLe local product
development, the scope for sustained expansion of exports in these sectors
is uncertain.

57. Industrialization has absorbed a significant portLon of the re-
sources allotted to investment - 27 percent in the period covered by the
First Plan and slightly more in subsequent years, when appropriations were
reduced overall and placed on an annual basis. The emphasis of the First
Plan on expanding production was subsequently replaced - because of the
growing pressure on resources since 1966 -- by stress on the completion of
existing projects. There was a narrowing of the divergence between planned
and actual investment, estimated at between 20 and 25 percent in the First
Plan, to approximately 10 percent more recently. Emphasis on development
of the basic industries, especially the iron and steel and petroleum indus-
tries has now been renewed. Previous emphasis on the development of the
public sector has been modified, and a role provided for the private sector
as subcontractors to the larger public enterprises, particu]arly in the en-
gineering industries and as manufacturers of clothing, leatther and wood prod-
ticts for export.
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58. Investments in 1971-76 will be channelled mainly into the iron
and steel, petroleum and textile industries. Total investment planned for
these industries amotunts to EE 179 million (compared with LEi 590 million
during the six years 1964-69) of which about 47 percent will be absorbed
by the Ilelwan steel complex and 38 percent by the petroleum industry.

59. The appropriation for industrial investment in 197'l is BE 108
million, some BE 14 million less than in the previous year. The reduction
reflects the growing pressure on resources and the priority of defense re-
quirements. These constraints are likely to continue to limiLt the avail-
ability of resources for investment in the immediate future and may con--
sequently, through possible shortfalls in complementary and replacement
investment, force again a reduction in the level of capacity utilization.
While to some extent increases in productivity may alleviate the effects
of these developments on the level of industrial activity, sustained ex-
pansion may become increasingly difficult.

60. The Government exercises wide control over industry. In add:L-
tion to the normal fiscal incentives, influence is exercised through state
ownership of major industrial e-nterprises, foreign exchange allocations and
control in varying degrees of prices and distribution of many final and inter-
mediate goods. Imports of raw materials, parts and new plant take place
within the framework of a national foreign exchange budget. Exports oE many
products are subsidized either directly through subventions or indirectly
through price differentiation between home and export markets.

61. Responsibility for formulating and implementing the industriali-
zation program is shared by five ministries -- Planning, Economy and Foreign
Trade, Industry, Health and War. Operations of public sector enterprises --
which account for 80 percent of industrial output - are controlled through
a centralized budget system which leaves them little autonomy. Projects
are prepared at enterprise level and submitted through the General Organi-
zation (broadly the equivalent of a state holding company) concerned to
the responsible ministry. The ministry in turn assesses th,e project in
relation to the planned development of the sector, the Government's social
policies and the availability of foreign exchange. The process of appro-
val is lengthy, demarcation of lines of responsibility is nDt evident and,
possibly because of this, there appears to be a lack of integration in
industrial planning. The weaknesses of the system have been recognized
and the scope for possible improvements in interministerial coordination
and the extension of greater autonomy to enterprises are being considered.

The Petroleum Industry

62. The petroleum industry has assumed an increasing significance
in the UAR economy during the past decade. From an annual output of 3.5
million tons in 1960, production of crude oil has expanded to an estimated
13 million tons in 1969 despite! the loss of the Sinai oil fields which,
before 1967, with 4.9 million tons accounted for almost 80 percent of
total production. On the basis of present proven reserves, output is
expected to reach about 34 million tons by 1975. Sinai would add about
6 million tons.
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63. Apart from Sinai, the principal oil producing areas are the El
Morgan field in the Gulf of Suez and the neighboring onshcre tmm el Yusr
field, El Alamain on the coast west of Alexandria, and UJmbaraka in the
Western Desert. The output of the El Morgan field is currently 300,000
b/d and that of the rUm el Yusr field 40,000 b/d. In the Western Desert
the El Alamain field at present produces 30,000 b/d; the Umbaraka field
is expected to reach an output of 60,000 b/d by end of 1970. Exploration
is being carried out currently in the Siwa Oasis and Abu Gharadiq.

64. The proportion of oil processed in the UAR is relatively low.
Plans for a rapid expansion of refining capacity -- about 9 million tons
before the June 1967 war - received a setback when major installations
at Suez suffered substantial war damage. The total amount of petroleum
processed in the UAR in 1968 amounted to 5 million tons as compared with
8 million tons a year previously. Repair and relocation oF facilities
is expected to make possible processing of nearly 11 million tons in 1972:
by 1975 refining capacity is expected to be 14 million tons.

65. The value of oil exports in 1969 amounted to BE 13 million, rough-
ly 80 percent of the 1967 level. By 1975 export receipts -- excluding the
Sinai fields - are expected to amount to LE 59 million. ]'otential exports
from Sinai in 1975 are estimated at BE 6 million. Correspondingly a decline
in imports from BE 23 million in 1969 to about OE 6.7 milli'on in 1975 is ex-
pected; imports of crude oil are expected to cease in 1971.

66. Natural gas resources are also being developed. Fields located
at Abu Madi in the Nile Delta and offshore at Abu Qir are estimated to
have considerable reserves. The exact potential of these fields has not
yet been established and long-term export sales contracts have not been
concluded. At present it is intended to use Abu Madi gas f'or fertilizer
production. Abu Qir gas will be used by industries in Alexandria.

67. The UAR's approach to developing its oil industry has been prag-
matic and has placed primary emphasis on commercial considerations. In the
main, exploration for oil and gas has been undertaken in cooperation with
foreign enterprises, usually through partnership agreements with the Egyp-
tian General Petroleum Company (EGPC). Most concession agreements provide
for equal sharing of production between partners; usually the foreign part-
ner is responsible for preliminary investment of predetermined amount for
which, in the event of a commercial discovery, it is recompensed by EGPC.
Each partner is responsible for marketing its share of output. Royalties
payable vary between 12-15 percent of the selling price to third parties.
EGPC has at present five foreign operating partners, of which three are
American based, one Italian and one Japanese. In addition to the operations
which it undertakes in partnership the EGPC is prospecting on itEs own account
in the Siwa Oasis -- with Soviet technical assistance -- as well as in cer-
tain other areas of the Western Desert and in the Nile Delta.

68, The investment program for the industry envisages an expenditure
of BE 294 million in the period 1970-75. Of this amount haLf will be in-
vested in research and production facilities and a third each in transport
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and distribution. Some BE 34 million -- 12 percent of aggregate planned in-
vestment for the sector -- has been allocated for expansiorn of refining ca-
pacity. In addition the construction of a 210-mile, 42-inch pipeline 
capacity 80,000 b/d - between Suez and Alexandria is proposed. The contract
for this project was awarded to a French-led consortium in October 1969;
difficulties in arranging finance -- the project involvexs an expenditure
of about BE 76 million -- have delayed commencement of construction.

Iron and Steel

69. Other high priority ilnvestments include the expansion of the iron
and steel mill at Helwan. The plant has been operating uneconomically,
largely because of its small size and high transportation costs for ore
and fuel. The expansion, now under construction, is scheduled for com-
pletion in 1976 and involves the addition of two new blast furnaces to
the existing plant, raising total pig iron capacity to 1.5 million tons
per year. Three oxygen converters will raise steel plate output from
300,000 tons to 1.2 million tons. It is expected that part of the faci-
lities, including a blast furnace, will be operational in late 1972. The
program also envisages the development of the Baharia iron mine and con-
struction of a railway connection between the mine and He-lwan. Related
road and river port facilities will be provided. The expansion program
involves an expenditure of B2E 365 million of which 1E 74 million will be
financed by the USSR. It will provide sufficient steel for domestic con-
sumption and is expected to furnish about 500,000 tons annually for ex-
port. Export markets will include the USSR, to which 250,000 tons will be
sold annually, as well as neighboring Arab and African countries.

Textiles

70. The textile industry, one of the longer established of the UAR's
industries, accounts for approximately one-third of industrial productior,
and is a major source of foreign exchange earnings. Rather more than tw.'.-
thirds of total textile production is composed of cotton yarn and textil s --

other textile goods produced include synthetic and cotton yarns and textilas
aid jute. PrGoductivity in the industry though low relatively to Japaness
and Americcn standards does not compare unfavorably with that of other
African and Middle Eastern countries. Modernization of equipment and a
switch to use of Indian yarn rather than higher cost local yarn in lower
quality materials is expected to improve this position.

71. The investment progran for the industry envisages an expenditur7
of BE 120 millioni over the next five years, of which rouglhly half will be
invested in the cotton spinning and weaving industries to raise the capa-
city of that sector by 30 percent. The possibilities of expanding the
clothing and knitted goods industries - at present are largely in the
prt-ivate sector - are under exariination; the progran provides for an invest-
ment of US$28 million in this sector.1/

11l See also Annex A.
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V. TRANSPORT

General

72. The UAR has a relatively well developed transport: system within
its inhabited areas. Over 22,000 km of roads (9,000 km paved) and 3,500
route-km of railways link all major towns. Some 2,000 km cf main naviga-
ble waterways interconnect Lower and Upper Egypt (Maps 1 and 2).

73. With the closure of the Suez Canal and the consequent loss of ap-
proximately En 95 million in revenues annually, transport has had a decreasing
share in the country's gross domestic product, from 9.7 percent in 1967 to
an estimated 5.3 percent in 1970. Public investment in transport and
communications in the past five years (about E 40-50 million a year) averaged
12 percent of the government's total capital expenditure, about half of what
was originally envisaged in the Second Plan.

74. The shortfalls In investments have accentuated the inefficiency
of the sector as a whole and of certain modes in particular. Railways have
been deferring for several years their expansion and renewal program.
Many of the lines are operating close to full capacity at low levels of
efficiency because of the poor condition of over 2,200 km of track as well
as obsolete and insufficient rolling stock. The road transport industry is
also in poor condition. Maintenance is generally inadequate because of a
chronic shortage of spare parts, trained personnel and workshop facilities.
Thii fleet is composed of a wide variety of trucks and buses and has a high
percentage of obsolete vehicles, which further complicates maintenance.

75. Freight traffic has grown at an average of 4.9 percent a year be-
tween 1965 and 1969. At the same time, substantial changes have occurred
in the past years in the modal distribution of freight traffic. Railways
have had a decreasing share in the market, whereas highways share has in- -
creased. The war (closure of several lines), completion of the construction
of the HIlgh Dam, and the fact that several railway links are operated
near capacity are some of the reasons underlying the decreasing share of
railway traffic. Furthermore, the government has lately placed particular
emphasis on reorganizing the road and transport industry through increased
investments.

76. Transport is extensively controlled by the governnent through
the direct ownership of the railways, ports, pipelines, civil aviation and
a substantial share in road transport and inland waterways. Furthermore,
it has a tight regulatory and supervisory grip over private truckers. In
general, the public transport organizations within their structural limita-
tions are adequately managed. Average revenue figures available for each
mode show that by international standards they are rather low. Railway
tariffs have remained unchanged in the last 40 years apart from 50 percent
to 100 percent freight rate surcharge and a 20 percent passenger fare in-
crease in 1967. During the same period the country's wholesale price index
increased over 400 percent. Truck and bus rates, especially the latter,
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do not cover operating costs. If some organizations such as the railways
and the publicly owned road freight haulers show a small financial surplus,
this probably is achieved at the cost of inadequate and insufficient main-
tenance, overloading and a low quality of service.

77. Development of a rational price structure is central to the whole
question of transport coordination. In addition there is a need for better
investment planning. Apart from an overall planning exercise done in 1964,
no other comprehensive survey of the sector has been prepared. Such a sur-
vey of the country's long-term transport needs is required so as to indicate
the optimal allocation of traffic between modes and consequjently investment
priorities. The government recognizes the need for having such an overall
survey. The Higher Committee of Transport of the Ministry of Transport,
through its specialized commodity subcommittees, is concerned largely with
the day-to-day coordination problems of allocating traffic according to the
short-term available capacity of the various modes. InvestWment decisions
are made on a yearly basis according to budget allocations., Investments
have been insufficient and thinly spread over various projects. Conseequently,
there are several modal duplications and, most important, in several in-
stances economic efficiency is less than desirable.

78. It is difficult to predict the development of transport needs in
the UAR in the next few years. To a large extent the demand for transport
is intimately related to the country's overall economic prospects, which
are difficult to forecast. If the level of military expenditures were to
be curtailed considerably in the future and part of the balance invest ed
into the wide range of industrLal, agricultural and mining projects the gov-
ernment envisages developing, Lt could be assumed that sizeable increases in
the demand for transport would occur. With the prevailing uncertainties and
limited information available only a moderate growth can be assumed. Not-
withstanding, there is considei,able scope on economic grounds, for investments
in the UAR's transport sector. Large renewal and expansion backlogs exist
in practically all sub-sectors.

Railways

79. With a network of over 3,500 route-km (951 kn double-track amd 25
km electrified) the state-ownedl Egyptian Railways (ER) is still the' backbone
of long distance bulk transport: in the UAR. In recent years the railw-ay's
share of total ton-km hauled in the country declined from ' 57 percent i n
1965 to 36 percent in 1969 (in absolute terms from 3,400 million to 2.j643
million ton-km).

80. Although railway traiffic has decreased as a whole, certain links
in the system have maintained l-heir traffic, if not increased it. Fot some
time several railway links have been operating close to or at full capacity,
particularly the Upper Egypt liine. Currently, efforts are being devoted to
increase line capacity through central traffic control and other commtmica-
tions and signalling systems. Railway passenger traffic, u:nlike freight,
has continued to grow in the last few years, increasing from 172 million
passenger Journeys in 1965 to over 206 million in 1969. In terms of pas-
senger kilometers traffic has œrirtually stagnated.
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81. Future prospects for railway traffic are promisxng, especially if
the railway can increase its efficiency and expand its capacity where neces-
sary. The present efforts to increase mineral production and industrial out-
put in general should have a favorable impact on traffic. Preliminary traffic
figures for 1970 indicate increases of 24 and 11 percent ior freight and pas-
senger traffic respectively over the 1969 figures. In the long run, however,
a considerable amount of traffic could be diverted to the inland waterways
system depending upon the funds available for its development.

82. No detailed cost study on the ER is presently available, nor does
it seem that ER has developed a satisfactory cost accounting system. Hence,
any judgment on the adequacy of the present rate and fare schedules can only
be made in broad terms. Apart from surcharges of 50 percent to 120 percent
levied in 1957 over the 1930 basic rates and a 20 percent increase in
passenger fares in August 1967, tariffs have remained unchanged in the
last 40 years. Per se, this indicates that a revision of the tariff structure
and levels is warranted in view of the changes in the structure of traffic
that have taken place and the overall increases in costs (429 percent increase
in the wholesale price index between 1939 and 1969). This is somewhat sub-
stantiated by the deterioration of the ER's earnings, particularly in 1969.
Average revenues per ton-km, from a low of 4.64 milliemes (US cents 1.06) in
1964 reached a high of 5.77 (US cents 1.33) in 1967 and subsequently, dropped
to 5.42 milliemes (US cents 1.25) in 1969. Consequently, the railways' net
earnings dropped considerably (2.5 percent rate of return on net fixed assets
in 1969 versus 5.5 percent in 1968 and 8.3 percent in 19(7). Furthermore,
t'hese net earnings were achieved in the past partly at the cost of deferred
maintenance and insufficient capital expenditure.

83. The railway's investment performance in the last 20 years has been
less than adequate, leading to a large backlog in track reLaying that con-
siderably handicaps its efficiency and quality of service. Presently over
2,200 km of tracks and 75 percent of the sidings are in need of renewal, lack
of which leads to a need for constant maintenance, low speeds and train
delays as well as excessive wear and damage to the rolling stock. Inadequate
marshalling yards, which have not been renewed in the last 50 years, and ob-
solete communication systems considerably reduce train speeds and line
capacity. Insufficient passenger and railcar units on the suburban lines
out of Cairo, especially during peak hours, lead to occupancies reaching
sometimes 300 percent.

84. The ER's management has been trying in the last few years to start
a major investment program. Originally scheduled to be implemented during
thie 1970-75 period, for various reasons (mainly financial constraints) the
program has slipped to 1971-76. The latest figures show a total investment
of BE 137 million distributed over the five years. The major targets of the
program are to relay track, modernize marshalling yards, wcorkshops, and
running sheds; install on certain lines automatic block and CTC systems;
and renew and increase the motive power and rolling stock. The proposed
investments will reduce operating expenses and increase the ER's traffic
capacity, its level of service and safety.
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Roads

85. The UAR has a reasonably adequate highway network consisting of
21,500 km, of which over 9,000 km are paved. No substantial new develop-
ments have occurred in the highway network in the last five years. All
aspects of highway construction and maintenance are undetr the General Orga-
nization for Roads and Bridges. Apart from supervising construction,
which is carried out through five state-owned contracting companies, the
Organization executes all routine maintenance work and controls and super-
vises the construction of all third-class roads.

86. In the past, highway construction priorities and design standards
were set mainly on political and administrative grounds without due regard
to traffic volumes and the economics of the investments. Roads were co-t-
structed to connect administrative centers or as an access to mines, quarries
and tourist areas. Generally, construction did not follow any intermediate
step procedure, roads being upgraded directly from earthi toD concrete asphalt.
With limited information available, it seems that the road network is still
basically adequate in spite of an increase of over 78 percent in road
traffic in the last five years. Possibly certain links require upgrading
and better maintenance standards are needed.

87. Until the end of 1973, the authorities plan to continue to pave
links between governorate and provincial capitals (550 In), pave the road
between Suez and Khardaka (395 km), and strengthen 410 km and resurface
2,000 km of roads. Furthermore, the government plans to pave desert roads
in the future so as to facilitate the access to oil wells. Other plans in-
clude paving the road connection between Aswan and Wadi Halfa on the Sudanese
border. This warrants a careful study on economic grounds, considering the
excellent possibilities of developing an efficient water transport system
on Lake Nasser. Similarly proposed improvement of the road between Alexandria
and Marsa Matruh should be compared to the alternative of improving coastal
shipping and/or rail facilities.

The Road Transport Industry

88. Road freight transport is to a large extent controlled by the gov-
ernment through the General Organization for Freight RoaLd rransport, directly
through the ownership of four nationalized road freight transport companies,
and indirectly through the supervisory control of aroundL 26 private trucking
cooperatives. Private operators are still numerous (ovetr 50 percent of the
fleet), but are restricted to a maximum ownership of five trucks and to
short distance hauls. Between 1962 and 1966, there was a sizeable increase
in the UAR's vehicle fleet; the number of trucks grew on an average over
7 percent a year. Between 1965-1970 the public companies increased their
truck and trailer fleet by over 15 percent and 27 percerLt a year, respectively.

89. As a whole the road transport industry has grown considerably in
the past few years, increasing on an average by 11.4 percent a year in ton-
nages hauled and 15.6 percent in ton-km during the 1965-1969 period. The
reasons underlying these impressive increases are manifold but are difficult
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to identify and quantify individually. The war conditions are one of
the factors affecting the modal distribution of traffic, roads gaining at
the expense of railways.

90. Present average revenues per ton-km of 7.2 to 8.0 milliemes (US
cents 1.65 to 1.84) are too low to cover operating costs. The financial
viability of the industry is most probably obtained through deferred and
inadequate maintenance, widespread overloading and low quality of service.
Rate increases are subject to the lengthy approval procedui-es of the Min-
istry of Transport.

91. Except for the four public companies which account for 6 percent
of the fleet and have a relatively modern (90 percent of the fleet is less
than six years old) but heterogenous fleet (nine different payloads and
truck makes), the UAR's trucking fleet as a whole is in very poor physical
condition. Over 50 percent of the cooperatives' trucks are more than
10 years old of which half are more than 15 years old. Understandably,
a large proportion of these vehicles are inoperative, obsolete or uneconomi-
cally operated.

92. The inter-city bus service in the UAR is under the control of the
General Organization for Passenger and Road Transport, which supervises and
coordinates the operations of four nationalized bus companies. The demand
for inter-city bus passenger transport declined in 1968, ir.creased again in
1969 (to 248 million passengers a year), but did not reach the pre-war level
c' 266 million passengers.

93. The bus fleet increased from 1,723 buses in 1965 to 2,373 in 1970,
of which 54 percent are six or more years old. Approximately 20 percent are
deadlined vehicles, mainly due to a lack of spare parts. The average
revenues per passenger-km of 3.4 milliemes (US cents 0.78) allowed the com-
panies to show a small surplus in 1969, whereas in the previous four years
they were running at a loss. This surplus is achieved at the cost of in-
adequate maintenance, overloading (up to 200 percent occupancy factor) low
frequency of service, etc. For social reasons fare increases are generally
denied by the government.

Cairo Urban Transport

94. Public transport in Cairo is controlled by the Cairo Transport
Authority. It runs the urban bus services, the tram and trAlley service,
as well as a rapid tram service between Cairo and Heliopolis and a system
of motor boats on the Nile. The Authority carries over one billion pas-
sengers a year with a fleet of approximately 2,400 buses (25 percent out
of operation), 322 tram units including trailers (some furtlher 300 trams
are out of operation), 128 operative trolleys (over 30 deadLined) and 8
riverboats. Fares are also subject to government approval. For buses
the average revenue of 13 milliemes (US cents 2.00) per passenger is far
from covering their average costs of 17 milliemes (US cents 3.91). The
level of service is poor, overloading ranging between 100 percent and
200 percent during peak-hour demand.
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95. Cairo is faced with the usual problems of rapid urban population
growth. The situation in Greater Cairo has been somewhat aggravated by the
fact that no comprehensive urban development plan has been prepared. Ihe
Greater Cairo Planning Commission, established in 1965, has for some time
been trying to develop such a plan. The Commission is also in charge of
certain special urban projects.

96. Since 1954, six reports have been prepared by experts from several
countries on the proposed Cairo subway. All the reports recommend the con-
struction of a subway system. Blased on these findings, the Commission em-
barked on its own study in 1968. The study did not get to e, stage of quan-
tifying costs and benefits, and consequently its findings are of limited
value. It is roughly estimated that construction costs may reach about:
LE3 million per km of line including rolling stock. The MirListry of Trans-
port has signed a contract with the French consulting finn SOFRETU to pre-
pare a master plan for undergrotnd transport and the final designs of 20 km
of lines.

Inland Waterways

97. The UAR has a relatively extensive inland navigation network
(nearly 2,000 km of main routes). It consists of the river Nile and of-
navigable irrigation canals derLving from it in the Delta. The width nmd
depth of the canals are not suf'ficient and the obsolete locks are negotiated
at the cost of undue delays. The 200 km trip between Cairo and Alexandria
takes 10 to 12 days to be completed by a motorized barge.

98. Inland water transportation is under the supervision and coordina-
tion of the General Organizationt for Inland Water Transport, a government
organization established in 1971) to replace the Inland Transport OrganiLza-
tion. Apart from being responsible for planning and executing inland water
projects, it issues regulations for inland navigation, sets transport fares
and rates, fees for using bridges and locks, etc. It is also in charge of
two nationalized state-owned water transport companies. Data on tonnages
hauled by inland waterways vary considerably according to the source. Ac-
cording to the General Organization for Inland Water Transport, the public
companies presently handle approximately 1.6 million tons of bulk commodi-
ties. The average hauling distance is around 720 km. In addition, some
3,800 million tons are transported by the private fleet, mainly sailing
boats, presumably for short d:'stances. Operating costs and average revenue
information is very sketchy and inconclusive. Broadly, average revenues
per ton-km depending on the route, vary between 1.60 and 4.00 milliemes,
the latter for the Delta routes. From the limited financiaL information
on the companies, it seems that they are financially barely breaking even,
without any provision for depreciation and interest.

99. Although between 1965 and 1969 virtual ton-km transported by
river increased by over 80 percent, considerable further potential exists.
A comprehensive survey on the future prospects of inland waterways, its
comparative advantages vis-a-vis, e.g. the railways and the infrastructural
improvements needed, is urgently needed.
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100. The Noubaria Canal project, substantial work on which has already
been done by the government, consists in completing the 20 kmn canal link to
Alexandria and reconstructing bridges and locks, so that the canal becomes
suitable for 900 ton barges. The travel time from Cairo to Alexandria will
be reduced from 10-12 days to around three days. Apart from carrying some
two million tons of coal from the port of Alexandria to the new Helwan
steel mill just south of Cairo, it will carry cement and phosphates as re-
turn cargo, to be exported through the Alexandria harbor. Vlery rough es-
timates indicate that present transport costs would be halved.

Ports and Maritime Transport

101. Alexandria is by far the most important port in the UAR, having
handled about 9.3 million tons in 1969. Up-to-date informat:ion on the other
two main ports, Port Said and Suez, is not available. Apart: from these prin-
cipal maritime outlets, Egypt has several secondary ports, namely Marsa
Matruh on the Mediterranean and Safaga and Horghada on the Red Sea. These
secondary ports are poorly equipped and handle only some 6001,000 tons a year.
Before the war, Suez was the main outlet for petroleum in the country. Ac-
cording to the available statistics, traffic at this port ha.s since decreased
considerably, from 5.8 million tons in 1965 to just over 2.0 million tons in
1968. Port Said, largely a bunker port for the Suez Canal traffic, has also
suffered considerably due to the closure of the Canal, with freight decreas-
ing from 1.4 million tons in 1965 to 295 thousand tons in 1968.

102. The Alexandria Port Authority is an autonomous organization under
the Ministry of Transport, with its own sources of revenues. In 1970 it
earned a net profit of around fE109,000, approximately a return of 5.2 per-
cent on net fixed assets. The Authority envisages the further development
and renewal of its facilities so as to be able to cope efficiently with
substantial increases in trade forecast for the 1970 decade: total cargo
movements are expected to increase 1.5 times including liquid bulk, which
is expected to treble to over 7.0 million tons by 1980. With moderate in-
vestments, the authorities have managed to increase considerably the port's
efficiency in the past few years. Waiting time has been reduced from
3.97 ship/days in 1966 to 1.54 ship/days in 1968 and 1.34 shLp/days in
the first half of 1969, through increased berth productivity (430 tons/day
of general cargo in 1969) and other measures. Proposed inve3tments for
the 1971-1975 period total more than LE 25.0 million. The main item in
the investment program is the proposed construction of a bulkl handling
pier with the necessary loading and unloading equipment. To a large extent,
the project is complementary to the Noubaria Canal, and the government rec-
ognising this is proceeding to take steps to implement the port improvement
proposal.

103. Egypt's merchant fleet is composed of 32 vessels, t:otalling 176.6
thousand dead-weight tons. The General Organization for Maritime Transport
plans to increase the fleet by 31 ships between 1970 and 1975. Coastal ship-
ping is practically nonexistent. Even when the Suez Canal was open, very
little domestic traffic operated through it.
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Civil Aviation

104. The Civil Aviation Organization owns, supervises, maintains and
operates all airports in the country. It is partly under the jurisdiction
of the Ministry of Transport and partly under the Ministry of Military Pro-
duction. The state-owned United Arab Airlines operated 21 aircraft in 1969.

105. Egypt has seven major airports of which Cairo is by far the most
important, handling in 1969 some 31.3 thousand aircraft arrivals and de-
partures and 1.2 million passengers. Some 37 scheduled international car-
riers operate over 200 flights a week through Cairo.

106. Capital expenditures undertaken by the Civil Aviation Organiza-
tion totalled just over 'E 4.2 million during the 1966-1970 period (air-
craft excluded), of which around half were for improvements of the Cairo
Airport. The Organization generally has a substantial operational deficit.
For the next five-year period (1971-1975) the Organization envisages sub-
stantial capital outlays for airport remodelling and improvement, totalling
LE 22 million, half of which are for the Cairo Airport. IDesigns for ex-
pansion and renewal of the Cairo Airport are being drawn up in cooperation
with the Paris Airport Authority.

VI. FISCAL POLICY AND RESOURCE MOBILIZATION

107. The importance of fiscal policy in the UAR arises from the
predominant position of the government in the economy. The budget is
the main instrument determininzg the allocation of availabLe resources
between investment and consumation. Public current expenditure is very
large and the budget exercises direct control over the financial flows
originating in the public sector. Furthermore, the bulk of financial
savings of the household sector, mobilized through financial intermediaries
and contractual savings schemes, are also channeled through the budget.
Public investment (by the government and the nationalized sector) accounts
for about 90 percent of gross domestic investment and government consumption
amounts to about 30 percent of total consumption. Even the level of private
consumption is subject to some degree of direct budgetary control through
the wages and employment polic:ies followed in the public sector. Thus the
aggregate savings-investment decision for the economy is taken largely
within the framework of the budget and an assessment of fiscal policy, at
least from the point of view of the growth objective, must: depend upon the
levels of overall savings and investment achieved.

Recent Developments

108. From this point of view the fiscal performance over the last few
years has been disappointing. Despite a relatively slolw expansion of- GDP
after 1967 (about 4.6 percent per annum in current prices), there were strong
pressures for the continued growth of consumption. This was mainly due to
the increase in defense requi:rements, leading to a growth rate of 16 percent
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per annum in government consumption between 1967 and 1970. The growth of
private consumption over the period, although lower than Ln previous years,
averaged about 5 percent per annum, exceeding the rate of growth of GDP.
As a result both the rates of savings and domestic investment declined
substantially.

Table 1: SAVINGS AND INVESTMENT, 1966/67 TO 1969/70
(Current Prices)

Average Annual
1966/67 Growth 1969/70
% of GNP % % of GNP

Private Consumption 65.8 5.0 67.3
Government Consumption 19.7 16.0 27.2
Gross Domestic Savings 14.5 --20.0 6.2
Gross Domestic Investment 14.5 - 3.0 11.6

109. High current expenditures have long been recognized as posing
a major fiscal problem for the government. Current expenditure grew at
an annual rate of 18 percent between 1960 and 1966, partly due to the
rapid growth in defense expenditures, but also because of the desire to
expand social and economic services. Some attempts were made to bring
L;ie size of the current deficit under control in 1967 and there was a
significant improvement in the financial situation owing to a substantial
amount of expenditure control and a successful drive to collect tax arrears.
The current account was potentially in surplus to the tune Df LE 6 million
but the payment of arrears of current expenditure amounting to EE 65 million
led to an actual deficit of fE 59 million.

110. Any trend towards reducing the current deficit was reversed after
the war in 1967. Current expenditure increased moderately In 1968 but its
growth accelerated in 1969 and 1970 so that budget estimate; of 1970 suggest
an average growth rate over the three year period of about 9) percent per an-
num. The main factor explaining the growth of total expenditures is the in-
crease in defense requirements. Total expenditure on defense increased by
45 percent in 1968 and then slowed down in 1969 but increased sharply again
in 1970 (budget estimates) to a level more than 100 percent above that of
1967.1/ This figure would be even higher if the emergency appropriation of
hE 100 million authorized in June 1970 for defense and security were includ-
ed. There was some success in controlling non-defense expentditures. Expen-

1/ These figures differ from official figures since military expenditures
financed through Arab assistance (Khartoum Agreement and nonrecurrent
Arab aid) are not shown as part of the central government's administra-
tive budget. They constitute expenditures from the Emergency Fund, into
which this assistance is channeled, and for which no budget figures have
been made available.
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diture on social and economic services grew at the rate of 6.5 percent per
annum while other expenditures actually declined.1/

1ll. By constrast, the growth of revenues was sluggish over the period,
largely owing to the slowdown in economic activity. Customs revenues de-
clined in 1968 and 1969 owing to the tightening of import restrictions and
were expected to recover to thie pre-war level in 1970. There were no sig-
nificant additional tax measuees introduced over the period except for the
doubling of stamp duties and the imposition of a security tax as a 50 per-
cent surcharge on the defense tax. Some indirect taxes on high value manu-
factured consumer goods were actually reduced to clear accumulated stocks
in 1969. The trends in currenit revenues and expenditures over the period
are summarized in Table 2 and show a steady worsening in the overall cur-
rent deficit, which increased from LE 59 million in 1967 to EE 190 million
in 1970.

Table 2: CIVERALL CURRENT DEFICIT
(E;E millions)

1966/67 1967/68 1968/69 1969/70
Budget

__ _ _ __ _ _ ___ _ (Estimates)

Central Government

Current Expenditure 664.2 /1 616.0 650.2 772.8
of which: Defense
and Security (208.7) (285.0) /2 (324.:L) /3 (422.7)/4

Social and Economic
Services (229.8) (220.2) (258.6) (277.9)

Other (160.7) (110.8) ( 67.5) ( 72.2)

Current Revenues 596.6 532.0 534.3 556.3

Deficit 67.6 84.0 115.9 216.5

Local Authorities Surplus 8.6 20.8 12.2 26.1

Consolidated Current Deficit 59.0 63.2 103.3 190.4

/1 Includes LE 65 million parment of arrears.
/2 Includes EE 60 million officially classed as emergency appropriations.
7T Includes EE 100 million from Emergency Fund.
T7 Includes EE 179 million from Emergency Fund but excludes EE 100 mil-

lion emergency appropriation announced in June 1970.

1/ This decline, however, is largely illusory, resulting from the exclusion,
after 1967, of principal repayments of public foreign debt from the cur-
rent services budget. This amounted to B3E 64 million in 1967. When
allowance is made for this change of classification, this category re-
mains constant over the period, reflecting some success in expenditure
control.
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112. Details of the 1971 budget were not available at the time of
the mission visit but preliminary information on the draft budget supgests
that these trends will continue. Total current expenditure is expecto(d to
increase by 19.0 percent over the previous year. This is almost entirely
accounted for by increased defense requirements. Expenditure on defense
and security is expected to increase by 30.0 percent over the previous year
as compared to an increase of 7.0 percent for other expenditures.

Resource Mobilization

113. The expanding current deficit presented the government with a se-
vere problem of mobilizing resources for investment. Although there was a
substantial increase in savings of other public entities (social insurance,
public companies, etc.) and in government borrowing from the household sec-
tor and the banking system, this was more than offset by the increase in
the current deficit of the government. Table 3 summarizes the pattern and
the levels of available resources and shows two important t:rends.

i) The rapid growth of the current deficit and debt service
has forced the government to accept very low levels of
public investment. After a big decline in 1967, public
investment recovered in 1969 and this recovery was
expected to continue into 1970. However, actual public
investment in 1970 was only EE 300 million.

ii) Even this low level of investment was only made possible
by a considerably increased reliance upon external
assistance and foreign loans. After the war a substantial
amount of Arab assistance was made available on an annual
basis to compensate for the loss of revenues fror the Suez
Canal and the oil refineries. This in itself may be viewed,
with some justification, as a once for all shift in the
pattern of available resources. However, in the last
three years there has been a continuous increase in the
economy's reliance upon external resources. The share
of external assistance and foreign loans in total capital
expenditure increased from 11 percent in 19681/ to 31
percent in 1969 and 37 percent in 1970.

114. These budgetary developments merely reflect a significant adverse
movement in the rates of saving and investment after 1967. Not only did the
rate of investment fall substantially but the savings rate fell even faster
so that the gap between the two, which had disappeared in 1967, began to

1/ This figure is probably an underestimate since part of the unusually
large Miscellaneous item for this year represents external assistance
provided before the Emergency Fund arrangements were established.
However, even if all of this item is included -- an extreme assumption -

the contribution of foreign resources is still only 29 percent in 1968.



- 30 -

Table 3: FINANC]:NC CAPITAL EXPENDITURE /1

(EE millions)

1967/68 1968/69 1969/70
Actual Actual Budget

Estimates

Uses

1. Public Investment 267.1 312.3 350.1

2. Current Deficit 63.2 103.3 190.4

3. Foreign Debt Service 38.8 64.0 101.7

TOTAL 369.1 479.6 642.2

Sources

1. Domestic Resources 231.0 259.8 301.6
of which:

Public Sector Savings; /2 71.6 88.6 114.6
Social Insurance and

Pensions 144.9 151.0 172.0
Savings Certificates 13.6 15.3 15.0
Postal Savings 0.9 4.9 -

2. Net Bank Borrowing 42.5 43.7 65.6

3. Miscellaneous /3 55.4 25.7 35.8

4. External Resources 40.2 150.2 239.2
of which:

Emergency Fund /4 - 127.0 179.0
Foreign Loans 40.2 23.2 60.2

TOTAL 369.1 479.6 642.2

/1 This table has been constructed on the basis of data provided by the
Ministry of Treasury to the IBRD and IMF missions. It does not agree
with figures published in the previous report which showed substantial-
ly lower public sector savings in 1968, and which have been revised by
UAR authorities.

/2 These are calculated as gross surpluses plus depreciation minus gross
operating deficits.

/3 This figure has been obtained as a residual in this table. It in-
cludes earnings on operations of the Central Bank and "capital reve-
nues" of the Central Government.

/4 Estimated external assistance from the Khartoum Agreement and Arab aid.
These figures include a small but undetermined amount of local resources.
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widen a7ain. This has serious implications for long-term dlevelopment pol-
icy in the UAR. In the last five years the government has accepted a pro-
longed stagnation in investment with low growth rates of G)P. The target
for 1971 is about 4.5 percent and given the low level of ptublic investment
planned for that year, output cannot grow much faster in 1972. These
rates of growth are low when compared with the rate of poptulation growth
(about 2.5 percent) and the growth rates achieved during ttLe 1961-65 Plan
(6.5 percent per annum). Any attempt to increase the rate of growth of
GDP will require a substantial increase in the rate of investment. Under
present conditions, however, even if the savings performance of the economy
can be greatly improved such an increase is only feasible if there is
a substantial increase in the availability of external resources.

Estimates of Resources Gap

115. A tentative estimate of the external resource rec[uirement can
be obtained from simple consistency exercises deriving a resource gap for
a given growth target on different assumptions about domest:ic savings.
Even the relatively modest target of accelerating the growth of the
economy to achieve a 5 percent growth in GDP in 1976 with an average
annual growth rate of 4 percent between 1970 and 1975 requires a substan-
tial increase in external resource availability. It is assumed that gross
domestic investment will have to rise from its current level of 11.6 per-
cent of GDP to about 15 percent, i.e., LE 500 million in lc;75 in order to
ensure a growth rate of 5 percent from 1976 onwards.1/ Private and govern-
ment consumption are projected separately on high and low growth assumptions
for each, giving four alternative projections of the aggregate savings rate
over the period. The gross borrowing implications of these savings rates
are summarized in Table 4. It is assumed that the UAR will continue to
receive Arab assistance amounting to about LE 110 million annually, while
new borrowing will be available on relatively softer terms than in the
past, ensuring that the bulk of the principal payments on these loans will
fall due outside the projection period.

1/ The investment projections are not based on an explicitly defined
capital output ratio but allowing for a minimum rate of 3 percent
of GDP for capital stock replacement, tsre marginal capital output
ratio implicit in this exercise is 2.4:1 with an output lag of one
year.
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Table 4: RESOURCE GAP PROJECTIONS /1

Projected Annual Gross External Borrowing Required /2
Growth of Consumption _ (LE millions) _

Govt. Private 1970/71 1971/72 1972/73 1973/74 1974/75 1975/76

I 6.0% 3.0% 173 203 240 269 295 279
(6.0) (5.9) (6.0) (6.5) (7.2) (8.1)

II 6.0% 2.5% 165 185 208 227 240 208
(6.3) (6.1) (7.0) (7.7) (8.7) (9.9)

III 4.0% 3.0% 159 170 189 194 198 198
(6.5) (7.0) (7.6) (8.6) (9.8) (11.3)

IV 4.0% 2.5% 148 154 159 15'5 147 87
(6.9) (7.5) (8.5) (9.8) (11.3) (13.0)

/1 Figures in parentheses are aggregate savings rates (percentage of GDP).

/2 The volume of suppliers credlit (7 percent interest, 2 years grace, 8
years maturity) has been limriited to EE 55 million per arnum. The bulk
of the new borrowing is assumed to come on the following terms (2.5 per-
cent interest, 5 years grace, 15 years maturity) so that: the principal
payments on these fall due :Largely outside the projection period.

116. The high projection for private consumption (3.0 percent per
annum) corresponds to the actual growth in the past five years while the
low projection (2.5 percent per amnum) corresponds to the growth rate of'
population. The projection rates for government consumption have been
arbitrarily chosen to illustrate the extent of expenditure control necessary.
They are both lower than the rate of growth in the past five years, which
average 9 percent per annum in real terms (using GDP deflator). All four
projections imply an improvement in the aggregate savings rate over the
period. Alternative I combines t:he two high projections for consumption,
implying a marginal savings rate of 15 percent over the pericd as a whole,
but the level of gross borrowing required to close the resource gap is im-
possibly high. Even with Alternative IV, combining the two low projections
to yield a marginal savings rate of 37 percent, achievement of the growth
target requires external borrowing (disbursement) at an average annual rate
of about EE 140 million compared to the budget estimate of LE 60 million in
1970.1/ It should be recognized that with this projection the borrowing

1/ These projections are based on 1970 figures. If the draft budget esti-
mates for 1971 are realized, government consumption will rise by 17.0
percent in 1971 alone. Allowing for anticipated price inflation of
about 3.0 percent government consumption will rise by 14.0 percent in
real terms. This means for Alternative IV to remain feasible govern-
ment consumption must be limited to growth rates of 2.2 percent per
annum in the next five years.
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requirement falls sharply to only EE 87 million in 1976. Thtis together with
Arab aid of EE 110 million finances debt service (including interest) of
about LE 124 million and a net trade deficit of only tE 73 million.

117. These results highlight the nature of the resources constraint
upon development policies in the UAR. Even a relatively mild acceleration
in the rate of growth requires a substantially expanded volume of gross
external borrowing despite marginal rates of saving up to 3,' percent.
The volume of external borrowing remains considerable even if the growth
target is reduced to 3.7 percent per annum. Assuming that the investment
rate required to maintain this rate is 12 percent of GDP anc. consumption
is projected as in Alternative IV, the volume of gross borrowing required
amounts to about LE 100 million per year over the next six years. The
implicit marginal savings rate in this projection amounts tc 27 percent,
suggesting that a substantially improved savings performance is necessary
even if the growth target is relatively unambitious.l/ Unless such an
improvement can be achieved there is a serious danger of the economy
slowing down to a level of zero growth in per capita income.

The Role of Fiscal Policy

118. Precise recommendations for fiscal measures can only be made
in the context of a choice of some consistent targets of GDP growth,
domestic savings and external resource availability. In general terms
there is a clear need to limit the growth of government and private
cci-tumption. The budgetary implications of aggregate projections can be
examined by constructing projected resource balances for these projections
in the terminal year. Table 5 summarizes a tentative resource balance in
1976 for two alternative growth projections. In each case the aggregate
consumption levels are projected as in Alternative IV (4.0 percent per
annum for government consumption and 2.5 percent per annum for private
consumption) representing the most favourable of the different savings
assumptions. The resource balances presented are based on particular
assumptions about the use of different fiscal instruments to achieve
overall financial consistency. In particular the role of public sector
enterprises in generating large surpluses has been emphasized.

1/ In the projections since consumption is projected independently of
income the marginal savings rate is a residual rather than a parameter.
This procedure is justified on the grounds that the growvth of govern-
ment consumption is entirely determined by budgetary policy and even
private consumption is subject to considerable direct influence.
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Table 5: PROJECTED RESOURCES BALANCE 1975/76
(EE millions 1968/69 prices)

A B
GDP grows at an average of GDP grolws at 3.7
4 percent between 1970/71 percent over the 1969/70
and 1974/75, reaching period (esti-

5 percent in 1975/76 mates)

Uses

1. Public Investment /1 495 382 350
2. Current Deficit 170 200 190
3. Foreign Debt Service 124 110 102

Total 789 692 642,

Sources

1. Doymestic Resources 452 412 301
of which:
Public Sector Surpluses (192) (1L62) (114)
Household Savings (260) (250) (187)

2. Central Bank Borrowing 80 70 66
3. Miscellaneous 60 55 36
4. Arab Assistance 110 1]10 179
5. Gross External Borrowing 87 45 60

Total 789 692 642

/1 It is assumed that public investment will provide 90 percent of gross
domestic investment.

119. Projection A shows the likely resource balance for the higher
of the GDP growth assumptions. The current deficit is obtained by
projecting government current expenditure at 4.0 percent per annum and
assuming an income elasticity of tax revenues of about 1.3. Given the
growth rate of income, value adided in public sector enterprises is likely
to grow at about 6.0 percent wlich makes a 9.0 percent growth in public
sector surpluses quite feasible. Financial savings of households are pro-
jected to grow at about 6.0 percent per annum, reflecting the projected low
growth of private consumption. Projection B corresponds to the low growth
rate assumption. The current deficit is higher since government current
expenditures grow at the same rate as in A while tax revenuies grow more
slowly owing to the lower growt:h of GDP.

120. The tax effort implied in these resource balance projections
requires an increase in income elasticity of tax revenues from about 1.0
in the past few years to 1.3 over the next six. There is little point
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in further increases in direct taxation. Personal income tax is alreadv
quite high given the small base, and increased taxation of business pro-
fits mnounts to little more than an internal budgetarv transfer from busi-
ness surpluses to current revenue. Attention must be concentrated upon
indirect taxation aimed at consumption. These taxes accouxnt for 70 percent
of total tax revenues but they are dominated by customs duties (about half
of which come from tobacco) and certain specific indirect taxes on high
value consumption goods. Although several possible measures have been
considered in recent years--particularly a turnover tax, excise duties
and increased land taxation--there is a strong resistance to increasing
taxation.

121. Compared to other developing countries the UAR already has a
high ratio of tax revenues to GNP--about 21 percent--and this is often
presented as a reason why the scope for further taxation is limited. In
fact some increase in taxation is inevitable if the savings ratio is to
be raised as projected in Alternative IV. Attention should be concentrated
upon increasing the rates and coverage of indirect taxes. There is a
natural reluctance to tax items of mass consumption but some increase
of taxation on these commodities is necessary. High value consumption
goods are already subject to high rates of taxation and these can be
raised as an tnitial step. However, since the growth of these items
is likely to be limited there is no escape from extending taxation to
cover mass consumption items. This is especially so since the growth
of customs revenues is likely to be sluggish owing to balance of payments
constraints upon the import level. This will, of course, inply an
increase in the cost of living and may lead to pressures to increase the
wage bill. These pressures should be resisted If the desired limit on
the growth of private consumption is to be achieved.

122. Larger surpluses generated in public sector enteri3rises should
be recognized as an important potential source of savings, iven the
extent of direct control over this sector. This is especiaLly so if the
growth rate is to be accelerated since most of the increase in income
will be generated within the nationalized sector. The wage; and price
policies to be followed in the public sector should be geared to the
oblective of achieving a rate of growth of public sector surpluses that
is substantially faster than the growth of output within the sector.
This may involve some conflict with the government's employment policy
wlich has permitted some featherbedding in the public sector. Reducing
the employed labor force to correct this may prove impossible and is in
any case unnecessary providing every effort is made to limit: the growth
of employment so that the labor force, and therefore the wag;e bill, grows
at a lower rate than output. This will clearly be more difficult the lower
the target growth rate chosen.

123. The scope for reducing current expenditure in the administrative
budget has received much attention although little has been done in this
direction. It should be recognized on the basis of past experience that
there is little likelihood of any substantial reduction of cturrent expendi-
tures on defense. Nevertheless, the need to restrain government current
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expenditures, even for relatively low growth projections, is clear fromn
the projections described above!. To the extent to which defense expendi-
tures increase faster than expected, even greater control on other items
will be necessary. It may be argued that reducing the wage bill in order
to increase public savings at the expense of private consumption is less
equitable than achieving the same result through taxatiorn. However, taxa-
tion is not a substitute for expenditure control. The problem is not a
conventional one of resource mobilization since the budget already has
direct control over a substantial flow of resources, but rather one of
reallocating resources away from consumption. Unless budlgeting instruments
can be geared to this objective increased tax revenues are likely to be
absorbed by higher current expenditures.

124. The record of personal savings mobilized through contractual
savings organizations appears to be quite good. The various social insur-
ance and pension funds are being extended to cover almost the entire non-
agricultural labor force. They can be extended into the agricultural sec-
tor to tap private agricultural savings but this is not an immediate pros-
pect. Several incentive schemes for prize bonds and interest free savings
certificates have been introduced in recent years, btut their contribution
to the aggregate situation is necessarily limited. The resource balance for
1976 shows financial savings of households on the assumption that this item
will grow slightly faster than personal income. Increase commodity taxation
should increase the incentive to save, especially if combined with a policy
of maintaining the real rate of interest at an incentive level. Given the
extreme shortage of investment funds over the future, there is some case for
permitting a substantial increase in the general level of interest rates.

The Supply of Money

125. The difficulties of resource mobilization described above have
led to a continuous recourse to bank financing although on a smaller scale
than before the war in 1967. Monetary restraint continued into 1968, when
there was an actual decline in the money supply owing to a large fall in
foreign assets of the banking system with only a moderate increase in credit
expansion. An expansionary trenid reappeared in 1969 when money supply grew
by 7.7 percent and 10 percent in 1970. Our projections of resource availa-
bility have assumed a lower rate of growth of money supply in the future,
given the slower growth rate of the economy at fuller capacity. An annual
average growth rate of about 6.5 percent per annum will enable sufficient
monetary expansion for non-inflationary growth of GDP on the! high growth
assumption. This is consistent with government borrowing from the Central
Bank of about LE 80 million in 1976 as projected in Table 5. The figure
falls to LE 70 million if the lower growth target is chosen.
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VII. BALANCE OF PAYMENTS

126. As a result of the war in the Middle East, the balance of payments
situation deteriorated considerably. Earnings from the Suez Canal were lost
and due to the loss of the Sinai oil fields and the war damage to the re-
fineries, oil exports dropped and imports of petroleum products increased.
Earnings from tourism dropped sharply. Consequently, the current account
deficit increased from EE 79 million in 1967 to EE 155 million in 1968.1/
However, in 1969 the deficit has been reduced to LE 102 million. This has
been achieved through a slightly reduced import level and a considerable
improvement in commodity exports and to a lesser extent in tourist earnings.
The slightly reduced import level resulted from an effective implementation
of stabilization measures: import restrictions were tightened, foreign ex-
change allocation procedures were revised, and investment expenditures re-
duced. The main contributors to the growth of export earnings were an ex-
pansion of petroleum production, favorable cotton prices, increases in exports
of some nontraditional items such as fruits and vegetables, and some revival
of tourism.

127. Preliminary balance of payments figures for 1970 indicate current
account deficit of LE 160 million as against one of BE 102 nillion in
1969. Government policy during 1969 was reflationary: public investment
increased, moderate credit expansion and selective price recluctions stimulated
a slight expansion of economic activity. In spite of the improved foreign
exchange budgeting, the government estimates of imports for the year are
EE 473 million as compared to EE 384 million in 1969. The corresponding
commodity exports are estimated to have increased from £E 307 million
to EE 348 million. Though cotton prices were still buoyant and the value
of cotton exports is estimated at EE 140 million in 1970 (ccmpared to BE
119 million in 1969), export prices of rice declined by about 35 percent
leading to a sharp fall in the value of rice exports. Other agricultural
commodities exports are estimated to have increased considerably, especially
fruits.

Exports

128. Cotton has traditionally been the most important foreign exchange
earner for the UAR. However, due to decreasing production until 1968, the
volume of exports has been declining. Even in 1969 the volune of cotton

1/ There are discrepancies in various existing data sources on balance of
payments: customs data, balance of payments prepared be the Central
Bank, Foreign Exchange Budget, National Accounts, and Foreign Trade
Organization data. The discrepancies arise due to differences in
definitions (actual transactions, contracts, or financinl transactions),
inefficient customs practices (e.g. nonregistered imports), etc. Un-
fortunately, there is no key to convert one source to arLother. All
figures on balance of payments presented in the report are derived
from Central Bank data.
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exports declined by 7.5 percent over the previous year. However, export
prices rose substantially in 1969 and the value of cotton exports increased.
In the first eight months of 1970 exports were 16 percenzt up in volume and
17.3 percent up in value, indicating continued improvement in unit value.
Prices of cotton have benefitt:ed from favorable wor]Ld market conditions
and improved marketing arrangements. However, the price increases for
Egyptian cotton (20 percent between 1964 and 1969) shouLd not be interpreted
as a lasting trend. Increasirng exports of cotton are likely to require a
downward adjustment in prices, possibly up to 14 percent between 1969
and 1976 (for details see Annex on cotton).

129. Rice is the second nmajor agricultural export of the country. In
1969 rice prices continued to be high and the value of rice exports reached
BE 52.5 million. However, in 1970 the export price dropped1 sharply hy 35
percent because world production went up and importers of rice, such as
Pakistan and Japan, had a go&! crop. Figures for 1970 rice exports are not
available yet, but it is expected that due to the price decline the value
of rice exports will drop to about L 40 million. The volume of rice exports
rose to about 670,000 tons in 1969 and it is unlikely that they would
exceed 700-750 thousand tons in 1976. The price is likely to level off at
present low levels or possibly decline by another 5 percent by 1976.

130. Exports of fresh onions have declined recently due to seed and
insect problems affecting supply. Production in 1969 declined for the
third year in succession. Another major problem in onion production is
excessive use of water which has caused low yields, inferior quality and
therefore lower export prices. However, quality has improved in 1970 and
steady recovery can be envisaged. By 1973 the export earnings are expected
to reach the 1965 level.

131. Other agricultural exports, mainly fruits and vegetables, have
been increasing rapidly. In 1969 the exports of citrus jumped to 60,000
tons compared to about 10,000 tons in 1966. The 1970 target of 80,000
tons is likely to be exceeded. New "packing houses" have been installed
and the quality of fruits has improved. Fruit exports are likely to in-
crease in the future although trade barriers and competition in the European
market may be constraints. Vegetable exports are estimated to have in-
creased from hE 120,000 in 1969 to BE 500,000 in 1970. The prospects of
vegetables may be good, but they face marketing difficulties due to their
perishable nature and reliance on traditional customers. It is expec;ted
that this heterogeneous group of exports will increase by about 8 percent
per annum in the next few years.

132. Cotton yarn and textiles are a major item in the exports of
manufactures and semi-manufactures. Their exports averaged about BE 44
million between 1966 and 1968 and have been about BE 60 mi'Llion in 1969
and 1970. An increasingly large proportion of cotton has been exported
as manufactures, particularly yarn. As a result, about 15-20 percent of the
the cotton crop is now processed for export compared with less than 5 per-
cent 10-15 years ago, and nearly a fourth of the exportable surplus of
cotton is exported as cotton yarn and textiles. Moreover, there have been
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improvements in the quality of yarns and cloth finishing. These trends
should improve the export possibilities of cotton in general. Further
increases in the exports of yarn and textiles would not compete with raw
cotton exports, because the finished goods are inferior in quality to
yarn and cloth produced with extra long staple cotton elsewhere, leading
to differentiated markets between raw cotton and cotton manufactures.
Also, since UAR exports of yarn and textiles are a much smaller proportion
of world exports than its exports of raw cotton, world prices for its
cotton exports (raw and finished) would be affected less by increased fin-
ished exports rather than increased raw cotton exports. Finally, though
market barriers in importing countries exist, most bilateral agreements
allow an automatic growth of 5 percent per annum in quotas of cotton prod-
ucts. The geographical distribution of cotton yarn and textiles exports
has also changed. Centrally planned countries in 1969 imported 63 percent
of total yarn exports and 30 percent of total textile exports (compared to
49 percent and 2 percent respectively in 1965).

133. The value of oil exports in 1969 was about FE 13 million. The
UAR expects to become self-sufficient in oil in the current year, and the
value of exports of oil and petroleum products are expected to reach about
LE 65 million in 1076. Phosphate exports were bE 4 million in 1969 and
are expected to reach about BE 6 million in 1976. Nontraditional manu-
facturers also offer good prospects and include such items as furniture,
leather goods and refrigerators.

134. Other developments in manufactures and semi-manufactures were that
sugar chang,ed from a net import to a net export item; cement exports, large-
ly to Arab countries, are increasing; and detergent exports are picking up.
H1owever, the growth of industrial exports is at the cost cf government sub-
sidies, which in 1969 amounted to about 12 percent of total exports of manu-
factures and semi-manufactures by the public sector, about half of which was
for spinning and weaving. Other problems are that basic raw materials
have to be largely imported and the emphasis on industrialization is for
import substitution rather than export promotion.

Imports

135. There is strict control of imports in the IJAR since foreign trade
was nationalized in 1961. After the June 1967 war, some organizational
changes were made for the efficient use of scarce foreign exchange re-
sources. As a result of these changes all imports are carried out by pub-
licly owned companies under the supervision of the Commodity Boards, which
were established in 1966 to fulfill the objectives of the foreign exchange
budget and to ensure that imports are achieved at the best conditions and
prices. In the initial period the control mechanism suffered from defects.
In 1966, in spite of a record level of imports (bE 423 million), there were
shortages of raw materials and spare parts. Rigid controls caused a sharp
decline in imports (25 percent between 1966 and 1968). The worst hit cate-
gory was investment goods. Shortages of intermediate goods and allocation
problems led to substantial excess capacity in industry between 1965 and
1968, averaging about 30 percent for industry as a whole. During 1969



- 40 -

some exchange controls were relaxed and the foreign exchange allocation
procedure was revised. Excess capacity in industry was largely used up,
and yet the total import leveL was marginally reduced in 1969 to GE !384
million from BE 389 million in 1968. Further decreases in imports are
unlikely. For July-December l969 the government estimates imports to
be ME 214 million as compared to LE 180 million during July-December 1968.

Invisibles

136. Until 1968 the UAR always had a positive balance on invisibles
due largely to Suez Canal receipts and tourism. After the June 1967 war
the invisibles balance showed a net deficit of bE 21 million in 1968 be-
cause the Suez receipts were lost and tourism suffered. Even in 1969 the
receipts from tourism had not recovered to the pre-war level. Neighbor-
ing Arab countries are the principal tourist generating centers: the num-
ber of tourists from North America is only 9.5 percent of the total ind
from European countries about 25 percent of the total. In view of what
the UAR can offer in terms of climate and cultural heritage, the main
constraint on tourist potential is likely to be limited facilities. Com-
paratively high travel costs from major European and North American centers
and limited range of accommodation and other tourist facilities have re-
stricted the types of tourist trade in which the UAR can compete. The
development program under consideration may partly overcomie these liinitations.
An investment program of LE 71 million is expected to increase Arab and
European tourists by about 20-25 percent annually and North American tourists
by 15-20 percent. To make a greater impact on European and North American
markets, a greater diversification in types of tourist trade with perhaps
more emphasis on group tourism would be desirable.

137. It is even more difficult to predict the future earnings from
the Canal. Much depends on when the Canal is reopened. Oil traffic through
the Canal is likely to decline due to a shift to larger tankers, but some
of the decline may be recouped through revenues from the proposed Suez-
Alexandria pipeline.

Direction of Trade

138. The regional pattern of trade has changed markedly since 19360.
Eastern Europe has replaced Western Europe as the main trading partner.
Eastern Europe absorbed about 50 percent of IJAR exports in 1966 and 1967
and, after a decline in 1968, again in 1969 (average share in the First
Plan period was 43.5 percent). The share of imports from Eastern Europe
rose from 25 percent in 1960 to 41 percant in 1968 and declined in 1969
to 35 percent. Exports to Western Europe as a proportion of total exports
have declined slightly in the 1960's while imports from there have fluctu-
ated around roughly the same 1iroportion. The main losers have been the
Americas--their share of exports declining from 17.8 percent in 1960 to
6.8 percent in 1969, and imports declining from 5.5 percent to 2.7 percent.
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The Capital Account

139. In recent years there has been a decreasing capital inflow and
an increasing capital outflow, largely in the form of debt amortization.
As a result the capital account, excluding Arab assistance, changed from
a net inflow of bE 69 million in 1967 to a net outflow of BE 14.5 million
in 1969. The amounts of foreign loans have decreased from IE 100 million
in 1967 to bE 77 million in 1969, and amortization and other liabilities
have increased from bE 55 million in 1967 to BE 97 million in 1969.

140. Repayment practices have improved and the UAR has completed re-
scheduling operations with all of her Western creditors, except the USA
with whom negotiations are continuing. Although these arrangements have
made limited medium-term borrowing possible, there are some disadvantages.
First, most new credit facilities are suppliers' credits which will result
in a quick accumulation of medium-term debt. Secondly, the extension of
new credit facilities has been approximately equal to the repayments of
principal, and hence no net credit facilities became available. The flow
of capital from Eastern countries has not been sufficient to offset this.
Consequently, the UAR recently has had to increase its reliance on short-
term credits from commercial banks.

141. Under the Khartoum Agreement the UAR receives about BE 110 mil-
lion from the Arab countries, as compensation for losses due to the war.
There have been some nonrecurrent payments over and above this amount,

the exact amount for different years is not known. However, in 1969
Arab assistance amounted to bE 125 million. Among other financing items
is a purchacse of $17.5 million equivalent from the IMP in July 1970. The
purchase was with a view to preventing renewed inflationary pressures and
to strengthen the balance of payments. The UAR quota in the Fund is $150
million and its net purchases total $68 million equivalent. Furthermore,
on January 1, 1970 the UAR was allocated $25.2 million of SIR's. In the
same month, $25 million of SDR's were converted. Finally, the negative
balances on clearing and other accounts increased from BE 114 million
in December 1968 to bE 126 million in December 1969.

Agreements with Other Countries

142. The recently concluded tripartite agreements between the UAR,
Iraq and Syria and the UAR, Sudan and Libya are intended to bring about
economic integration on lines complementary to those of the Arab Common
Market. Both agreements are open to accession by other Arab states.
Essentially similar they provide for partial trade liberalization and
seek to promote integration through coordination of development and
foreign trade policies as well as through the establishment of jointly
owned enterprises. An implementation program has not been drawn up yet
and consequently it is difficult to assess their potential.

143. The possibility of developing closer relations with the European
Economic Community, an important but closely regulated market for the UAR's
expanding horticultural industry as well as for more traditional agricul-
tural and industrial products, is being explored. Negotiations for prefer-
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ential, though non-associate, status were initiated in November 1969. It
is thought likely that the Comnmunity will be prepared to grant substantial
concessions on a wide range of industrial products in return for fairly
small reductions in UAR tariffsl. An offer of concession on. horticultural
products is also considered likely. Difficulty may be experienced, however,
in obtaining significant concessions on textile exports. In addition to
seeking tariff concessions the UAR has expressed interest in receiving fi-
nancial assistance from the Coumunity through the European Investment Bank.

144. The UAR became a full, member of GATT in February 1970. As such,
it is entitled to benefit from trade liberalization measures effected as
a result of the Kennedy Round negotiations. Concessions granted under
agreements with other Arab countries are unlikely to be affected by ac-
cession to the General Agreemernt.

Exports Outlook for the Future

145. To present the outlock for exports until 1976 a projection has
been made. This has necessarily been made on the basis of assumptions
about individual export items. As said earlier, there are four series
pertaining to the balance of payments data, which are diifficult to recon-
cile. The balance of payments data prepared by the Central Bank are used
as a base for these projections. The projections shown below are only
illustrative of likely developmr.ents within the limitatiolns of the assump-
tions made.

Total Foreign Exchange Earnings Between 1971 and 1976
(i,E millions)

1970/71 1971/72 1972/73 1973/74 1974/75 1975/76

Commodity Exports 332.6 346.2 360.8 386.2 403.3 422.1
Travel and Others 81.2 89.4 98.0 109.1 120.6 132.0

Total Earnings 413.8 435.6 458.8 495.3 523.9 554.1

Total exports of goods and services are projected to reach hE 554 million
in 1976, i.e. growing at 5.5 percent per annum from 1970 to 1976.

146. The following assumptions have been used in the projections:

(i) Cotton. It is assumed that production in 1975 would be
about 550-575 thousand tons, yielding an exportable sur-
plus of about 350-375 thousand tons. The exportable sur-
plus is based on expected increase in domestic consumption.
A 13 percent price decrease over 1969 is assumed for 1976.
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(ii) Rice. Rice prices fell by 35 percent in 1970. They are pro-
jected to level off at present low levels. The availability of
exportable surplus is estimated in relation to the increase
in land under cultivation and to the expected rise in domes-
tic consumption (about 750,000 tons is the expecl:ed export
volume).

(iii) Onions. The availability of exportable surplus Ls estimated
in relation to an expected recovery of production. The 1965
level is expected to be reached in 1973, and after that a 5.5
percent yearly increase is assumed. Prices are assumed to
decline by 10 percent in 1976 from the present.

(iv) Oil and petroleum products. Projections have been provided
by the General Organization for Petroleum. They are expected
to grow yearly at 18 percent between 1970 and 1976.

(v) Cotton yarn and textiles. Yarn exports are assurned to grow
at 6.5 percent and textiles at about 10 percent yearly between
1970 and 1976. The optimistic forecasts are based on expecta-
tions of a good demand climate for UAR cotton yarn and textiles.
For both yarn and textiles prices assumed to remain unchanged,
except for price changes due to quality changes.

(vi) Other finished and semi-finished goods. For this heterogeneous
group, although export growth has been 20-25 percent in the last
few years, a growth rate of 8 percent is assumed. The rate has
been lowered because first, the starting base was low and hence
high growth rates cannot be projected as the base grows lar-
ger, and secondly, reduced investments in industry are likely
to affect exports.

(vii) Other agricultural commodities. These, especially fruits and
vegetables, have risen sharply in exports in the last two
years. Therefore exports of this category are assumed to
grow by 7.8 percent annually between 1970 and 1976.

(viii) Travel and others. It is assumed that tourism will increase
at the same level as world tourism (12 percent yearly) and
that other invisibles will grow at 5.9 percent yearly.

VIII. PROSPECTS

Short-Run Prospects

147. Prospects for economic growth in the immediate ftuture are uncer-
tain. The impact of rapidly increasing military expenditures on savings
and investments is adversely affecting the future growth potential of the
country. The Government projects for 1970-71 a GDP increas,e of 4.5 percent.
Since there are relatively few projects to be completed in the coming year
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and since agricultural output was exceptionally high in 1970, much of the
increase has to come from a better use of existing indust-rial capacity. The
substantial excess capacity which existed in the mid-sixties has largely
been put in use during the last two years. Though use of- remaining excess
capacity may be a possibility, expansion in the short term is likely to
depend largely on productivity improvements.

148. Curbing investments to maintain overall economic balance may be
acceptable for a relatively short period, but it not only means sacrificing
new additions to productive capacity in the future, but also leads to other
difficulties. First is the inability to properly maintain the existing ca-
pacity. This is resulting in a significant depreciation of capital stock.
A further problem concerns the organizational ability to invest. After
several years of low investment, it will be difficult to raise investment
levels quickly and efficiently even if the funds become available. With
decreased allocations in the 1971 budget, even if the government could
realize all investment expenditures, these problems will be aggravated.

149. Immediate balance of payments prospects in the current year and
very likely in the following year, indicate increased reliance on assistance
from abroad. Price developments for rice and wheat tend to increase the
current account deficit. Debt service for the coming two, years is high and
there is little committed but undisbursed debt. The need, Lherefore, will
be to try to increase the availability of long-term capital.

Medium-Term Prospects

150. Longer term projections are rather difficult to mike under present
circumstances. Any such exercise will have to depend on arbitrary assuimp-
tions about future political developments. Moreover, the UAR is now at the
end of a decade where significant events and changes have taken place,
making it difficult to employ the economic coefficients of the past for
purposes of projecting. Therefore, rather than trying to make predictive
projections, some consistency exercises could be undertaken to find out
the future implications of certain policies or policy implications of
certain targets that may be ado pted.

151. A major future task for the UAR will be to improve the savings
performance. Mobilization of resources in the UAR has reached high levels
even though some possibilities Eor future mobilization through taxation or
pricing may exist. But reallocation of the funds mobilized by the pub:Lic
sector from consumption to savings is desirable. During the past 5 years
government consumption expenditures (largely defense) have iincreased ap-
proximately by 9 percent per annum or by about three times the increase
in available resources.

152. If the last five years' trend can be taken as an i'ndication of
what may happen in the future, even modest increases in the growth rate
reaching a 5 percent growth in :L976, pose serious problems. In Chapter
VI the implication of such a growth rate for savings and borrowing have
been discussed according to alternative policies. In considering the
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feasibility of alternatives shown in Table 4, Chapter VI, much depends on
the following factors:

(a) The likely levels of Arab assistance and foreigni loans in
the future. The terms on which these resources are made
available will affect the debt bearing capacity.

(b) The likely levels of increase in public expendit:ures and
private consumption. For any given growth of income this
implicitly determines domestic savings and given (a) the
feasible level of investment.

(c) Whether the feasible savings effort and feasible increases
of exports will leave a level of imports which :is consistent
with the rate of growth desired.

153. Under the Khartoum Agreement, the UAR receives h,E 110 million
assistance (grants) from Saudi Arabia, Kuwait and Libya. This was given
as a compensation for the loss of the Suez Canal revenues and other losses
resulting from the war. However, in addition there are "nionrecurrent"
receipts: actual transfer figures in the 1969 balance of payments are
EE 125 million and in 1970 they were just under EE 140 million. For pur-
poses of simplicity in the exercise it has been assumed that the level
will be EE 110 million and amounts beyond that will appear in soft-term
assistance. If the past five years are to be taken as a reference point,
the ability of the UAR to borrow externally may not be very great. In
1970 the increase in short-term borrowing from foreign commercial banks
and increased balances in bilateral trade, accompanying thte increase in
imports, are a clear indication of this situation. Its debt structure
is such that much of the presently outstanding debt is due for repayment in
the near future. This increases the pressure on the balarce of payments but
also provides scope for additional long-term borrowing prcovided that grace
periods longer than five years and suitable interest ratesi could be obtained.

1L54. An export projection exercise based on likely exportable surplus
and price developments for important commodities and past trends for others
indicates that foreign exchange earnings could grow at 5.5 percent per annum
from 1970 to 1976, with total exports of goods and services reaching EE 554
million in 1976. Imports are treated as residual (i.e. exports of goods
and services plus resource gap equals import of goods and non-factor serv-
ices).

155. Among the savings alternatives discussed for reaching a 5 percent
growth rate, the resource gap for the coming six years (lS71/1976) ranges
from EE 1,333 million to EE 748 million. Gross borrowing,1/ after allow-
ing for LE 110 million Arab assistance per annum varies between LE 1,459

1/ Gross borrowing - resource gap minus Arab assistance plus debt service.
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million and EE 850 million. The borrowing required with the high gap may
not be feasible. For the low gap an average gross borrowing of about LE 140
million per annum is higher than in the past, but is probably feasible. In
this case the debt service ratiol/ lif Arab assistance is not incluided in
foreign exchange earnings) declines from 32 percent in 1971 to 22 percent
in 1976. If Arab assistance is treated as compensation for Suez earnings
and included in revenues, then the debt service ratio declines from 25 per-
cent to 19 percent. The problem in this alternative is that it involves a
major savings effort (a marginal savings rate of 37 percent over the period),
and imports increase at 2 percent per annum, which would not be compatible
with the rate of growth objective. Import possibilities may Increase if
export performance were to be substantially better than projected in Chapter
VII. This may become possible if petroleum exports and tourist earnings
increase faster than projected.

156. A lower growth target (for instance 3.7 per annum for the whole
period) does not imply an easy solui:ion either. Even if government consump-
tion expenditure increases by only 4.0 percent and private consumption 2.5
percent, as in low gap case of the previous exercise, the gross borrowing
required in addition to Arab assistance will be an average of EE' 100 million
per annum and debt service will only7 decline from 32 percent in 1971 to 20
percent in 1976. But the implied increase in imports In this exercise is
only 1.8 percent, which makes it as difficult an alternative as the previous
one.

157. If the tension in the area eases and a reallocation of public ex--
penditure takes place, then the prospects become much more favorable. Even
in such a case however increased external assistance with softer terms will
be needed during a difficult transition period from a war to a peace economy.

1/ No allowance is made here for repayments resulting from military assist-
ance.
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THE UAR COTTON ECONOMY: PERFORMANCE AND PROSPECT'S

Salient Features

1. The UAR is one of the oldest cotton growing countries in the
world. With an average annual production of nearly 475 thcusand tons
and average annual exports of roughly 300 thousand tons, the UAR ranks
as the world's seventh largest producer and fifth largest exporter of
raw cotton. 1/ The importance of cotton to the UAR economy can be high-
lighted by noting that this commodity normally occupies nearly 30 percent
of the total cultivated area or 15 percent of the cropped area. 2/ As the
country's largest cash and export crop, it contributes 15-20 percent to
the value of aggregate agricultural output and about 60 percent to total
foreign exchange earnings--roughly 45 percent through exports of raw cotton,
and the balance through exports of cotton yarn and textiles. 3/ Cotton, in
addition, constitutes the basic raw material of the UAR's large textile
industry and serves to meet the clothing needs of the country's rapidly
growing population.

2. The UAR has traditionally specialized in the production of
selected varieties of cotton, most of them indigenous to Egypt, charac-
terized by their superior staple lengtih. Such specialization hias been
even greater in exports, compared to production. The variety-composition
of output, local consumption and exports in 1969, 4/ a representative year,
was as follows:

1/ based on averages for the period 1964/1968. The production figure
for this period was exceeded by about 15 percent in the agricultural
year 1969, when the UAR harvested a record crop. Unless otherwise
specified, all figures in this annex refer to lint (ginned) cotton,
as distinguished from seed cotton.

2/ Cotton is planted in February/March and harvested in September/
October; as it occupies the land for a long period of time, it is
not followed by another crop during the rest of the agricultural
season.

3/ I'The UAR has the second highest export-concentration on cotton in the
world, after thie Chad,

4/ Unless otherwise specified, all figures in this annex r-efer to the
agricultural year (November-October).
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Staple Length Production Consumption Exports Percent
Classification 1,000 m.t. % l m.t.% 1=,000 m.t. % Exported

Extra long 167 ( 38.3) 23 ( 12.8) 131 ( 55.0), 78.4
(over 1-3/8")

Long medium 118 ( 27.1) 18 ( 10.1) 89 ( 37.4), 75.4
(over 1-1/4")

Medium 142 ( 32.6) 136 ( 76.0) 10 ( 4.2) 7.0
(over 1-1/8")

Others 9 ( 2.0) 2 ( 1.1) 8 ( 3.4) 88.9

Total 436 (100.0) 179 (100.0) 238 (100.0) 54.6

3. The degree of UAR specialization in the direction of long staples,
compared to other cotton producing countries, is actually greater than in-
dicated by the above figure. This arises from the fact that the staple
length classification used in the UAR (and above) differs from the inter-
national classification. For instance, the varieties desjignated as "medium
staple" in the UAR are classified as "long staple" internationally. As
staple length in cotton is normally positively associated with fiber fine-
ness and strength, UAR varieties (particularly extra long staples) are
suitable for spinning "fine yarns" which are in turn used to manufacture
fabrics and knit goods superior in luster, strength and general
appearance. Naturally, such cottons traditionally command a higher price
than shorter staple varieties. What places the UAR in a special position
in the world cotton market is the fact that the varieties it grows account
for a rather small proportion of the world cotton crop. Extra long
staple cotton (of all origins) r epresents no more than 5 percent of world
cotton output or 10 percent of world cotton exports. Moreover, extra long
staple cotton is produced and exported by a ihandful of countries only, the
UAR accounting for roughly 40 percent of global output and nearly 50 per-
cent of global exports. 1/ This poses special opportunitiLes and risks to
the UAR, and it imposes special obligations on all exporting countries in
formulating their production ancL marketing policies.

4. The vital role played by cotton in the UAR economy is widely
recognized at all government levels. This is manifested in the high
degree of government control exercised over production and all stages of
marketing. Minimum planting alL]otments are set every season nationally
and at the individual farmer levrel. The Egyptian Cotton General Organi-
zation, in cooperation with other ageacies, determines the varieties to
be grown by individual districts each season. The latter are set on the
basis of anticipated local and export requirements, the conditions of the
soil in individual areas, etc. Seeds can be procured only from the local
cooperatives. The cooperatives and extension workers exercise considerable

1/ The major producers of extra long staple cotton are the UAR, the
Sudan, the Soviet Union, Peru, and the United States, in that order.
The bulk of the Soviet Union and U.S. crops is consumed donestically.
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controx and supervision over all farm operations, and in particular over
the use of fertilizers and pesticides. The entire crop is bought at pre-
scribed prices by the village cooperatives for the Cotton Organization.
In the last few years, farmers have been offered, in addition, fixed
premiums for producing superior grades of the varieties sanctioned. The
seed cotton harvested is ginned, graded and baled in facilities controlled
by the Organization and sold to local mills or abroad through large mar-
keting subsidiaries. All of the cotton spinning sector and roughly 80
percent of both the weaving and the finishing sectors are government
owned or controlled. Local mills purchase their raw cotton at fixed,
subsidized prices, which have not been changed for many years. The
government attempts to keep the prices of textiles and clothing within
the purchasing range of the low-income masses. In export sales, however,
the Cotton Organization makes a large profit and contributes to the trea-
sury annually. 1/ Administratively, this is achieved by maintaining mini-
mum export prices which are revised from time to time in response to, or
in anticipation of, changes in market conditions. The government-controlled
export companies act competitively in seeking maximum sales at the highest
price possible but cannot sell below the minimum prices set by the Cotton
Organization. Finally, exports of cotton textiles are assisted by a direct
subsidy of about 10 percent, administered through a "textile consolidation
fund" part of whose resources are contributed by the industry (i.e., all
textile mills) and part of which are obtained through government appropria-
tions.

5. Overall, the system outlined above works rather well. In general
'.Lle nationalization of marketing and processing has led to few frictions or
imbalances. tanagement at most levels is competent. The cotton economy is
backed by agronomic research and quality testing. Exports are carried out
efficiently and with impressive market intelligence. However, serious work
relating to setting and maximizing long-term objectives is limited, i.e.,

1/ In 1970 the alignment of prices has been as follows:

LE per Kantar

Average price paid to farmers:
For all varieties 17.5
For varieties consumed by local mills 16.9

Average price charged to local mills 15.8
Export price of varieties consumed by local mills 18.7
Average export price for all varieties by the

Cotton Organization 20.5

Current losses by the Cotton Organization on sales to local mills
are estimated in the neighborhood of EE 2 million, and transfer of
net income to the treasury at about LE 7 million.
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by and large cotton policy is oriented toward short-term goals dictated
by a multiplicity of interests. Secondly, control over the volume of pro-
duction has been somewhat ineffective. 1/

Performance: The Long-Term Trend

6. Cotton production in the UAR in the last five years (1965/1969)
has been on the average not more than 15 percent above the pre-war leve]L
(1936/1940). Land constraints anad increasing food needs, stimulated by
rapid population growth, have limited the expansion of cotton output over
this period. Because of a sixfold increase in internal consumption, ex--
ports of raw cotton declined by about 22 percent. 2/ The last 30 years
witnessed, in addition, marked siwings in UAR output and exports associated
with World War II, the Korean War, regional conflicts, etc. Since 1955 pro-
duction, consumption and exports moved as follows: 3/

Average Average Average
1955/59 1960/64 1965/68 1969

Production ('000 tons) 393 443 462 541
Area ('000 feddans) 1,789 1,751 1,712 1,622
Yields (Kgs/feddan) 220 257 271 334
Consumption ('000 tons) 100 139 183 n.a.
Exports ('000 tons) 298 305 287 n.a.

7. As noted in Chapter IV, 1969 was an unusually good year for
production: yields were 23 percent above their 1965/68 average due to
extremely favorable weather (at "normal yields" output would have been
16-17 percent lower). Until the mid-sixties production increased but al:
a declining rate; contraction in area was more than offset by improvements
in yields; consumption increased rapidly and exports declined, particularly
in the 1965/68 period.

8. Since 1955, there were three major sub-trends whicn have influenced
the orientation of the Egyptian cotton economy and are relevant in assessing
its future.

l/ On many occasions plantings have fallen considerably short of official
minimum area allotments.

2/ Between the two five-year periods world consumption and exports rose
by 60 percent and 30 percent respectively; consequently,, the share
of the UAR in production and exports contracted significantly.

3/ Marketing years beginning in years shown. The product of area and
yield may not equal the output figures due to rounding. Consumption
and exports do not add up to production due to changes in stocks.
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9. First, an increasingly large proportion of thie raw cotton consumed
by local mills has been exported as manufactures, particularly yarn. Growing
domestic demand for textiles and favorable export potential led to an ex-
pansion in equipment, especially spindles, in the mid anc. late fifties and
to a steady increase in exports since then, as shown belcw:

_1 ? _ metric tons
1955/59 1960/64 1965/66 1968/69

Yarn
Production 73.1 102.0 139.0 162.0
Exports 10.5 19.4 40.0 48.0
Consumption 1/ 62.6 82.6 99.0 113.0
% exported 14.4 19.0 28.8 29.6

Cloth
Production 46.2 64.0 80.0 95.0
Exports 2.6 11.9 12.2 23.0
Consumption 1/ 43.6 53.2 67.8 72.0

% exported 5.6 18.6 15.3 24.2

Yarn and cloth exports 13.1 31.3 52.2 71.0

1/ Production minus exports. Stock figures, which are
necessary for arriving at a better estimate of "apparent
consumption," are not available.

As a result of these trends, 15-20 percent of the cotton crop is processed
for export now compared to a ratio of less than 5 percent 10-15 years ago.
Nearly a fourth of the exportable surplus of the commodity is sold abroad
as cotton yarn and textiles.

10. Secondly, the geographic distribution of cotton exports has
change(d significantly since the mid-fifties, the most imnpcrtant develop-
ment being a sharp increase in the proportion exported to centrally plan-
ned countries, as indicated below:

Share of Centrally Planned Countries
1955/56 1964/65 1968/69
(. percent ...... )

Exports of:
Raw cotton 22.5 59.1 44.4
Cotton yarn n.a. 49.0 62.7
Cotton textiles n.a. 2.0 30.0

All three n.a. 58.7 45.0
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The share of total exports of cottoii yarn and textiles going to centrally
planned countries has inicreased considerably, while the sh-are of raw cotton
declined since 1965. 1/ The centrally planned countries absorb nearly one-
third of world exports of extra long staple cotton and, occupy a key place
in the world market.

11. Finally, the grades and quality of the raw cotton and cotton
manufactures exported by the UAR have been improving gradually but stead-
ily. In raw cotton this has been achieve(d through tlhe cultivation of
improved varieties, better picking, handling and ginning, etc. 1.n the
manufacture of yarn there lhas been better processing, and quality control,
and a steady shift away from coarse yarns. Cloth production and finish-
ing have improved, but not sufficiently to meet stan(lards in the markets
of developed countries.

12. Price trends need to be outlined with reference to global
developments. World consumptiotn and exports of raw cotton halve expanded
at annual rates of 2.3 and 1.8 percent respectively in the last 12-13
years. Over the same period prices of most cottons (i.e., of- medium and
medium-long staples, which account for most of world trade) have declined
by 10-20 percent, depending on the base, variety and origin. World con--
sumption and exports of extra lonag staple cotton (the principal type
exported by the UAR) increased rapidly (faster than all types combined)
in the post-war period up to 1963--the biggest gainers in relative terms
were the Sudan and Peru--but have fluctuated around a statiorLary trend
since then.

13. Increased availabilities of extra long staple cotton, particular-
ly between 1957 and 1963, were absorbed in the world market at steadily
declining prices, both in absolute terms and in relation to prices for
shorter staple cottons. Prices recovered somewhat in the following four
years (1964/1967) and rose again in 1968 and 1969 by a total of about
20 percent. 2/ This recovery reilected the levelling off of supply growth,
a sharp decline in world extra long staple cotton output in 1968 and a
tight general market situation irn 1969, associated with a short crop in
the United States and depletion of world surplus stocks of most cottons.
Furthermore, the UAR exploited its quality advantages effectively; other
producers acted as residual suppliers and carried large stocks through
most of this period. In short, recent favorable price trends do not seem
to mirror a structural shift in demand in favor of Egyptian type cotton.

1/ Centrally planned countries normally take less than 10 p(ercent of
exports from the rest of the world.

2/ The c.i.f. Liverpool price of Menoufi, Fully Good (a representative
grade of UAR cotton) fell from 72.1 cents per pound in 1957 to 40.8
cents in 1963; it averaged roughly 50 cents in the next four years
and rose to 55.8 cents in 1968 and 62.6 cents in 1969; the current
price (June 1970) is 63.4 cents.
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In fact, its equilibrium price under normal market conditions is very
likely to be lower than actual recent levels. Nevertheless, Egyptian
cotton is now in a somewhat better position than it was in the late
fifties; its overall quality has improved and there is less of it
available (per unit of all cotton produced globally) than before.

Prospects

14. It is difficult to project the future trend of the UAR cotton
economy for several reasons. These include the interclhangeability of
planting cotton and other crops such as wheat and rice, the apparent ab-
sence of a long-term resource allocation strategy or an integrated cotton
policy, insufficient knowledge of the economic and other determinants of
imports by centrally planned countries, the impact of tastes and techno-
logical change on the competitiveness of Egyptian cotton vis-a-vis other
cottons and man-made fibers. Besides, because of its large share in the
world cotton market, thie UAR is in a position to influence its export
volume and hence the average price of its exports. Predicting the future
requires greater knowledge of the determinants of production policy than
available. The discussion that follows focuses, therefore, on the disposal
implications of the most likely future trend of output. This is preceded
by a series of general assumptions plus some observations on the general
demand climate and other considerations relevant to the UAR.

Assumptions

15. First, it is assumed that as cotton is the country's largest export
commodity. future cotton policy will be geared to maximizing foreign exchange
earnings over the long run. This has not been uniformly the case in past
years. Often this objective has been shadowed by the desire to keep gov-
ernment income from this sector high, either by keeping grower prices low
(which discouraged production) or by maintaining export prices high (which,
though benefiting the economy in the short run, stimulated production else-
whiere or may have hurt demand in some uses in selected markpts).

16. Second, it can be assumed that the UAR will refrain from increas-
ing its dependence on cotton, which is already high. In the past this
could be achieved easily due to the emergence of rice as a profitable ex-
port alternative. In view of the new adverse trend and uncertainties in
rice prices, it may be more difficult to weigh the benefits and risks of
greater concentration in cotton (as opposed to rice).

17. Finally, it is hypothesized that the UAR will try to diversify
its export markets and increase its exports to hard currency areas. The
exl:ent to which this may be practical will depend, in addition to demand
trends in hard currency areas, on the basket of goods available for trading
with bilateral agreement countries and on the volume of two--way trade.
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Denmand Climate

18. In the next 5 to 6 years thte overall demand climate of cotton
in general and of Egyptian type cotton is likely to be at best similar
to that of the past, but not better. World cotton consumption has grown
at a rate of 2.1 to 2.3 percent per annum in thle last 10 to 15 years but
by less thani one percent (0.8) per annum since 1967. The major factor
contributing to this sluggisli growth has been competition from man-made
fibers, particularly acute in the last two years in developed countries.
Annual growth in tthe next 5 to 6 years may average somewhiere between tilese
two rates (i.e., 0.8 - 2.2) but is unlikely to exceed the rate of world
population growth of about 1.7 percent per annum. Demand would stagnate
or decline somewhat in most developed countries and rise fairly rapidly
in some developing countries. In many of the latter countries, despite
rapid rates of population growth, demand for cotton is being held back
either by slow progress in income growth or by competition from man-made
fibers. World exports of raw cottoni would rise slower than world con-
sumption since the bulk of consumption growth is likely to occur in
cotton producing countries and is likely to be met through local product-
ion. In other countries a larger proportion of import demaLnd for cotton
may be met through imports of cotton textiles. Developing countries may
nevertheless increase their exports of raw cotton somewhat faster than
world exports, depending on the production and trade policies of the two
major cotton producing high-incove countries, namely, the United States
and the Soviet Union. Prices of most varieties are likely to weaken by
about 10 percent or more by 1975 from recent levels as a result of further
pressures from man-made fibers and comlpetition among exporting countries.
Cotton continues to be a profitable and large export crop in imost
developing countries.

19. Nor is demand for Egyption type cotton likely to improve sig-
nificantly. Roughly 45 percent cf world exports of extra long staple
cotton go to developed countries where population growth is slow, fiber
consumption already high, and comipetition from synthetics keenest. Cen-
trally planned counitries already import a much larger volume of extra
long staple cotton per capita or per unit of all cotton consumed than
the rest of the world. Imports tiy India, another major market for Egyp-
tian cotton, may be limited by fcireign exclhange availabilities or domes-
tically produced synthetic fibers or improved varieties of cotton. Other
things being equal, the possible decline in the average level of cotton
prices is likely to pull with it the prices of extra long staple cottons
too.

20. Turning to the specific demand for UAR cotton, there are several
reasons for concern associated with production elsewhere. Extra long
staple cotton production in Peru, which declined significantly in the
last few years as a result of a succession of floods and droughts has
recovered partly in 1969 and may recover further in the next few years.
There are reports of rehabilitation programs for drought stricken areas.
Moreover Peru, which produces some varieties comparable to UAR types,
has been reducing its dependence on the U.S. market and penetrating more
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aggressively the European market. While extra long staple cotton output
in the Sudan is not likely to rise much, there appears to be significant
scope for improving the quality of the cotton grown, thus inlcreasinig thle
competition with UAR varieties. Finally, changes of U.S.A. policy for
cotton in general and extra long staple in particular may be relevant.

21. The export outlook for cotton textiles, however, is comparatively
better. Despite the network or quantitative restrictions oil imports which
came about in the last 8-10 years, the long-term arrangement under GATT
has led to notable liberalization of trade in cotton textiles. Most bi-
lateral agreements allow for an automatic growth of 5 percent per annum in
the quotas. Trade in clothing (the most labor intensive of all textiles),
including exports from developing countries, has been b3ooming. Despite the
emergence of protectionist sentimnents in some markets and thie reaching of
near saturation levels in otlhers, there is still considerabLe scope for
countries with a small share, such as the UAR, to raise their exports
provided that output is diversified and improved in quality.

Outlook

22. The -iurrc.: expectations of the government seem to be to produce
a crop of iO million kantars (500 thousand tons) from an area of 1.6 - 1.7
million feddans in the next few years. It is assumecl here that the area
around 1975 will be 1.8 million feddans--l() percent above tVe 1969 level

0 4 percent below the peak of 1961. Assuming furtiher that yields
Limprove by 2 to 3 percent per annum (from the 1965/68 avera;e) as a result
of iimprovl _ iracage, etc., production in 1975 would be arolind 550--575
thousand tolls. If iriternal consumption of cotton textile gioa4ods increases
by 3 percent per annum, i.e., slightly faster than population, the projected
output figJure woould yield an exportable surplus of raw cott.on of 350-375
tl-hoausailnd tons 'Lf 1975. Ma.rketing this surplus might require a downwTard
adjustment in prices of 15 percent or more from preseat pri. es.

23. It is thus in the long-term interest of the UAP to ;aarket a
la_cge portTin of the incrermental surplus Jn the form of maillm.factures for
.c1;z<¢e:re;iasons. First, it is desirable to export a higher amount of

va.lue added. Secon(ily, such exports would reduce the pressiires on rawT
cotton exports. Thirdly, to the extent that such exports take the form
of competitively priced, well. finished and superior product!; they mzay
help to show consumers abroad the advantages of Egyptian cc Lton. This
may stimulate Jniport demand for the raw material as well.

24. Increasing textil:e exports, however, poses two problems. J'irst,
it requires expansion in capacity, particularly in the spinning sector.
Exisling capacity is being_, utilized fully at present: tpirviing at a rate
of 100 percent, weaving at 95 percenit. Seconcd, tup to nowu most exports
have l)een in the form, of yarn, which is not far removed froin thle primary
stage of Cotton. E11-stablishing itself as a major textile exporter as some
of the Asian countries requires diversified output, more lines of pro-
duction, and1 higher deglree of finishing. Greater attention ne(eds to
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be paid to exporting clothing and to market studies. It seems neverthe--
less possible to raise exports of cotton manufactures (yarn, textiles atnd
clothing) from 71 thousand tons in 1969 to 110 thousanid tons (LE 90 million)
in 1976.

25. The residual, exportable surplus of raw cotton would be 300-
350 thousand tons in the mid-seventies, compared to 287 thousand in 1965/68.
This should enable the UAR to keep the decline in its cotton prices in line
with the anticipated trend for the majority of otlher cottons. Slowly rising
exports plus continued improvements in the quality of its cotton could thus
offset the effect of weaker prices and stabilize export earnings at about
BE 130 million in the next few years. Additional earnings from the cotton
sector would come exclusively tbrough exports of textiles..

26. There are two additioral relevant issues. One, textile exports
receive a direct subsidy to compensate the industry for unnecessarily
using high quality Egyptian cotton. The existence of the subsidy impedes
continued and adequate scrutiny of productivity trends and competitiveness
in the industry. Such investigation cannot be delayed if the industry is
to be expanded significantly in the future. Finally, raw cotton production
and exports fluctuate frequently from year to year with mixed effects on
prices. The latter are not avoidable since the level of stocks in recent
years has been extremely low. Sometimes not even local mills have at
their disposal the variety compcsition of the cotton they require and are
forced to use higher priced types. For these reasons it may be desirable
for the UAR to build a more adequate level of stocks. No specific pro-
vision for such action has been made in the above projections.



STATISTICAL APPENDIX

Table Number

I. POPULATION AND EMPLOYMENT

1.1 Population
1.2 Population Density in Census Years 1882/1926
1.3 Rates of Birth, Death and Natural Increase
1.4 Population in Urban and Rural Areas
1.5 Rates of Internal Migration 1960/65
1.6 Average Annual Working Hours According to Sex/Age Groups
1.7 Types of Household and Types of Work

Agricultural Households: Hours Worked A:,nually
1.8 Average Annual Work Time per Working Person by Region and

Age/Sex Groups
1.9 Employment by Sectors
1.10 First Year Enrollment
1.11 Total Enrollments in Higher Institutes and Universities
1.12 Distribution of Enrollments in Higher Institutes and

Universities by Field of Study
1.13 Public Expenditure on Services

II. NATIONAL ACCOUNTS

2.1 Industrial Origin of Gross Domestic Product (current prices)
2.2 Gross Fixed Investment by Industrial Sector (current prices)
2.3 Expenditure on Gross National Product (current prices)

III. BALANCE OF PAYMENTS, EXTERNAL TRADE

.1 Balance of Payments Summary 1962/63-1968/69
3.2 Balance of Payments 1966/67-1968/69
3.3 Balances on Clearing and Other Accounts
_,.4 Direction of Trade
,,.5 Cotton Exports by Variety
;.6 Exports of Raw Cotton by Countries
3.7 Geographical Distribution of Cotton Yarn Exports 1964/68
,.8 Distribution of Textile Exports
3.9 Petroleum Balance of Payments
_.10 Tourist Nights

IV. EXTERNAL DEBT

4.1 External Debt Outstanding as of December 31, 1969

V. FISCAL STATISTICS

5.1 Central Government Current Expenditure
5.2 Central Government Current Revenues



-2-

Table Number

VI. MONETARY STATISTICS

6.1 Factors Affecting ].iquidity

VII. AGRICULTURAL STATISTICS

7.1 Output of Major Agricultural Products
7.2 Cropped Area by Season
7.3 Yields per Feddan for Important Crops
7.4 Area and Yield of :?rincipal Field Crops
7.5 Realized Export Prices for Selected Agricultural Commodities
7.6 Gross Investment i:a Agriculture
7.7 Production and Con.sumption of Commercial FertiLizers 1960/1969
7.8 Production Exports and Imports of Rice
7.9 Production and Uses of Cotton
7.10 Prices at Which Staple Foods Have Been Made Available by

the General Organization for Supply
7.11 Inventory of the Geaneral Organization for Supp:Ly
7.12 Food Consumption per Capita per Day in Selected Recent Years

VIII. STAT:ISTICS ON OTHER SECTORS

8.1 Industrial Production Index Numbers
8.2 Production of Minerals
8.3 Production Exports and Imports of Cotton Fabrics
8.4 Production Exports and Imports of Cotton Yarn
8.5 Production of Crude Oil
8.6 Electricity
8.7 Exports of Manufactured Goods
8.8 Estimated Traffic 'Volumes by Principal Modes
8.9 Airport Traffic
8.10 Port of Alexandria Traffic
8.11 Selected Statistical Information on the Egyptian Railways
8.12 Distribution of Hi,ghway Traffic betwTeen Different Carriers
8.13 Road Vehicle Fleet
8.14 Comparative Trucking Costs
8.15 Highway Network

I;. WAGES AND PRICES

9.1 Cost of Living and Wholesale Prices
9.2 Wage Structure by Bectors



Table 1.1: POUJLATIO_ IN T_h IAR

Average Annual
Population liatle of Growth

Year (too'0) C .

1947 19,022

1960 26,o85 2.38

1966 30,075 2.54

1970 33,44ola

/1 Estimate

Source: Central Agency for Public Mobilization and Statistics



Table 1 2: PCPUI&TIOYi DINSITY IN TIE U .A.R. IN CENSUS YEIRS, 1882/1966

Density of Total Area Inhabited Area Density of Inhabited Area
Per Per - Per Per Indiex

Census Sauare Square Square Square Square Sauare of
Years Population Mile Kilometer i,Lile Kiilometer Mile Kilometer :ernsity

1882 6,806,381 17.6 6.8 '3>02 34,701 507.9 1 96.1 100.0

1897 9,714,525 25.2 9.7 13,40? 34,716 I2L.6 279.8 1J42.7

1907 11.287.359 29.2 11.3 13,405 34,710 84 2.C 32.2

1917 12,750,918 33.0 12.7 13,284 3I0,397 1,431.6 370.7 159.0

1927 1L4,217,864 36.8 1Li4.2 13,404 3h,703 ' ,060.7 409.6 2-3.9

1937 15,932,6941 41.3 16.0 13,202 3h,1$5 1,206.8 h66.1 2 ;.-

1947 19,021,840 49.3 19.C 13)446 34,815 ,4 1.7 246.L.

1960 26,085,326 67.5 26.1 13,741 35,580 1,898.4 733.2 373,,

1966 30,083,L19 77.8 30.0 13,741 35,58C 2,159.38

Source: Central Agency for Public Mobilization and Statistics.

I 1



Table 1.3: RATES OF BIRTH, DEATH AND NATURAL INCREASE PER THOUSAND
IN THE U.AoR. IN SELECTE)) YEARS

Year Birth Death Natural Increase

1956 140.7 16.14 24.3

1960 43.1 16.9 26.2

19614 142.( 15.7 26.3

1967 39.2 114.2 25.0

Age Specific Fertility Raten

No. of Women No. of Live Births
Age Group -(1000) Average (1959-61) Fertility Rates

15-19 1 ,0414 35,386 314.0

20-24 878 191,937 218.6

25-29 1,058 363,269 343.4

30-34 8147 310,078 366.1

35-39 883 172,900 195.8

40-4 4 617 35,722 58.0

1,5 and over 579 10,526 18.2

;ource: Central Agency for Public Mobilization and Statistics



Table 1. 4: POPULATION IN URBAN AND RURAL AREAS

IN THE UAR IN CENSUS YEARS 1907/1966

Urban Rural
Years PopuiLation Population

(Xt) ~(f%)

1907 19 81

917 2:L 79

192? 26 *14

1937 28 72

194s7 33 67

1960 3? 63

1966 40 60

Source: Central Agency for Public Pbbilization and Statistics.



Table i.5: RATES OF INTERNiAL MIGRATION IN THE U.AaR.
IN THE PERIODl 12O/65

- -i.' of Tlop)u] stion Average nnuail
(,overnorates -nrt in rate of

mig r-t i<on 1.960 net, migration

ai ro +27k. 31h9 -i.6
A1rT an.n1p ia 4- 72 1';1 6 I1 .0

orf3mt- .;i d 4- R ?)3 rO.7

lEsrni 1i: t TS 2t I2 O. 
Dnm!#Zo7, -o,3() ,>()J F2.0

Jfirnlo > tta ii '38 -0. 6
Dakahlia - 2 ?0 0.0
"hl rk i a - "') -I B ]0? -0.2
Knl'vuhLn - 6 988 -0.
KnPn-1l --8hoikh - 973 -().6
Gh.rhi.in - 17] " -0. •
Mut rIufi - 711 131d3 -1.

'r3eher a - 13 16136 -0.2
Gi6a 1336 p0O.7

t3rI! - S2"e f - 51A 060 -1 3
Fa!qwrn - 3?2 839 -00 

- 7? P• _6o
A,yit -it 1 3 30 -0.2
'lthag -28 i 79 -0.1

- uO 1351 -0. 9
A,-wnr± 1 9 385 +1.0
1'rontn,ir Gov s + 213

( s) R'efers to immigration to the gov(-rnorat,p..

(-) 53{for<r to emigration t.o other governorint,.

3ource: Gentral Agency for Public Moblization aTnd SAtistics



Table 1.6: AVERAGE AWCJAL WO?KINTG; HOCRc ACCORDING TO OEX-AGE G?.CUPS,
TYPES OF HOCSEHCLDS, AND TY-DES OF WORK

Percent of Annual Wdork Time Spent On:

Number . - ... .. Other
Type of Sex-age of hours ess- agri- Nonagri-
household group worked Pie 'ding farm cultural cultural

o annually ;ork husbandry products work work

Men 2,280 321 3 13 ,
Women 869 19 63 'l 3

Farmers Children 1,022 3 35

Total 1,6h2 L 30 10

Men 2,32L 58 13 3 11
Farm- Woren 90L 31 3 5 8 22
laborers Children ;,37L h5 23 2 7 13

Total 1,716 53 18 3 10 :6

Men 2,l82 8 L 3 3
Others Women 697 29 6 L9
(nonagri- Children 1,087 2 26 2 ,
cultural)

j Total 1,738 |11 10 3 2 7L

Source: International Iabor Organization



Table 1.7: -.AGB;7ULTTJRAL HOUSEHQLDS: HOURS WORKa) ANNUALLY, TOTALLY AND OUPSTnF
OWN FARM, BY SIZE OF FARM, AND FAMELY, AND AGE-SEX GROUPS

Strata Men Women Children

Nunber o-f Percent Percent Percent
working Hours of which L I s w hich Hours of which

-ize of Farm famiiv worked outside worked outs ide worked outside
members per year own farm per year own farm per year own farm

t to 2 feddan 3 and less 2,38L 18 906 L 1,070 1L

2 to 5 feddan 3 and less 2,420 L 1,112 5 1,096 9

> 5 feddan 3 and less 2,062 3 834 6 1,702 2

e to 2 feddan more than 3 2,190 33 1,010 9 1,122 3L

2 to 5 feddan more than 3 2,230 1h 794 2 1,020 14

> feddan more than 3 2,358 5 73' 1 8L8 11

landless/1 3 and less 2,44L 69 838 35 1,374 80

landless more than 3 2,208 73 9L8 30 1,374 65

/1 With less than ½ feddan or no land at all.

Sourcet InternationaJl Labor Organization



Table 1.8: AVERAGE ANNUAL WORK TIME PER WORKING PEIsON i3Y
REGIONS AND SE) -AMIMI W PS s per .

Governorate Men Womell Chil dren

Delta

3eheira L ,579 1,13i -fi,616

Gharbiya 2 ,0112 8814 889

Menuriya ,?31 1,39'1 L,162

Upper Egypt

Assiout 5,61 l y62 698

Quenria 2,21ib 755 1,1580

Fayoum 2,330 1459 l,o6b

Sousce: Centasl Agency for Pub2ic ?Iobi1ation and Statistics
Iternationral Labor Organization



Table 1.9: EIIPLOYIENT BY SECTORS

1960/61 1961/62 1962/63 1963/64 196L/65 1965/66 1966/67 1967/68 1968/69
(in thousands)

Employment by Sectors:
Agriculture 3,600.0 3,600.0 3,632.0 3,673.0 3,780.0 3,796.4 3,815.6 3,931.0 3,964.9

Industry 625.6 679.0 725.9 789.7 825.0 875.8 849.0 866.1 890.7

Electricity 13.1 15.1 17.4 17.9 15.0 18.4 19.0 19.8 20.3

Constructjion 166.0 263.0 3-5.7 334.2 345.2 291.5 318.8 215.8 302.4

Sub-Total 4,40=.7 4,557.1 4,691.0 47 14.e 4,965.2 4,952.1 5,02.4 5,032.7 5,17873

Transport & Communication 252.7 239.2 249.2 258.3 277.7 313.3 332.0 336.8 335.7

Housing Services 16.0 18.0 18.1 18.5 21.0 21.7 22.7 23.7 2501

Public Utilities Services 24.3 27.1 28.7 29.5 30.3 31.4 32.2 33.2 32.4

Trade & 1iinance 663.0 680o9 702.2 719.0 729.7 762.7 784.4 798.6 794.3
Education & Scien:ific Services 200.0 204.0 211.5 226.0 256.0 258.8 285.1 308.7 )
Health 58.3 66.3 85.3 90.0 86.0 95.5 113.9 121.8 )
Social & 'ieligious Services 28.6 29.0 27.5 31.6 33.1 35.4 40.0 41.3 )
Defense, Justice, Security 178.0 179.5 179.4 184.3 184.3 193.9 209.6 215.1 )1,544.4

Cultural & Recreational Services 17.8 19.0 25.8 23.8 26*5 30.3 37.8 37.2 )
Gov't. Organizational Services 90.0 93.0 103.5 145.5 180.5 202.9 221.0 229.4 )
Personal Services 578.5 543.5 546.o 543.7 540.1 556.6 550.3 565.7 )
Sub-Total (Services) 22107.2 2,099.5 21177.2 2,270.2 2,365.2 2,502.5 2,629.0 2,711.5 2,731.9

GRAgD TOTAL 6,511.9 6,656.6 6,868.2 7,0850 7,333.4 7,484.6 7,631.4 7,744.2 7,910.2

Source: Ministry of Planning



Table 1.20: FIRST TEAR ENRDLOLUCENT A

1902/63 1963/6L 196L/65) 1965/66 i964/67 1967/68 : 98/69

Level of Education
Primary 612031 6io 6 53 67025C 625615 6L5813 _v ,38,
Preparatory General 2000 I 7L -09 210000 223100 228058 23-73
Preparatory Technical 9572 9075 2297 2 73 19,1 -- _

Total Preparatory 'D572 183577 212297 225273 229999 23?15

Secondary General >8552 61557 6Q627 68260 70781 7'17
Secondary Technical 26319 30352 3L192 I5312 79871 7932
Total Cecoina~ J ?L.71 919)C9 1909>9 113572 113672 1L993

Primary Teacher Training 15556 11895 11926 2053 2216 23,R

Higher Institutes: ToLal1' 5110 684L 8219 9956 5801/20 12223 -/I
Agriculture 12L1 11497 1505 1838 628 1252 2786o
IndusOh r 926 1282 1576 22i8 1LL '2 1912 2>25 , 2L

Other- 29L3 >065 5138 5870 372,- 3637- ,0122'-

Universities: Total 2L500 27750 25850 26250 21373 7 -
Agriculture 2320 3700 1990 2136 I31

Engineering 2870 3970 3373 33s 3364
Science 1600 2900 ,,' 1 197
ULIheZr 171 171fi A(' 2 <> >02

'1 Dxcluding Al-Azhar and Language Schools.
77 Teacher Training was trans-erred to Universities as of 1966/67.
73 Including Higher Tecmnical Institutes not belonging to Ministr-Y of Highe Edca`tior.; includnig A-merican Universlt-;.

77 Dccuding HT igher "2T Istitutent e be'onging to Vniszr. r c e duration (nvoWi Sy-= -r vear eno

Sources: A Guide for Edacational Statistics, -J.R, M,inistry or Education, Depart"vnt of Statisi cs, V--s. 1953/El. -

19.7/6P; S.atistical HandbooŽc, '-'R, 1952-1967, Cairo, 1963; the M½istn y of Higher Education and the
!4inist-rv of ?Ianiinr.



Tabie l.ll: TOTAL ENROLMENTS IN HICHER INST,-TUTES AND UNIVERSITIES

1 960/61 1961 /62 1962/63 1 963/64 196L/65 1965/66 1 966/67 1 967/68 1968/69 1969/70

Higher Institutes:

Agricultural I 2,308 5,519 6,590 6,903 6,349 6,840 5,885 5,678 7,179

Industrial Institutes 1,761 2,626 3,358 4,248 5,363 6,892 7,427 8,299 9,626

Othe rl./ 11,451 12,190 12,550 13,992 19,081 21,622 18,222 18,469 17,570_/

Total21 15,520 20,335 22,498 25,143 30,793 35,354 31,531, 32,446 314,3755/

Universitie s:

Agricultiural Faculties 6,543 7,618 8,752 10,748 12,233 13,206 12,318 11,162 11,789 19,089

Science Faculties 5,058 5,925 6,675 7,529 8,419 8,883 7,152 6,171 5,929 6,C22

Engineering Faculties i1,306 13,140 14,500 17,022 19,647 20,434 20,810 21,229 19,885 20,568

Other_/ 64,073 64,680 68,0o0 75,122 89,006 80,642 87,862 86,087 85,250 94,154

Tatal Government Operated
Faculties 86,980 91,363 97,927 110,421 129,305 123,165 128,1h2 124,649 122,853 139,833

Al-Azhar:

Agricultural Faculties - - - - 180 499 870 1,1,90 1,581 2,321

Engineering Faculties - - - - 276 692 1,180 1,772 1,996 2,686

Other4/ 5,753 6,108 7,428 6,851 8,309 11,932 16,214 13,590 15,084 16,789

Graind Total 92,733 97,471 105,355 117,009 138,070 136,288 146,106 1411,501

1/ As of 1964/65 including American University.
2/ Including Secondary Teacher Traininig until 1965/66. Enrollment figures are 1960/61, 2633; 61/62, 2775; 63/64, 3167; 64/65, 3317; 65/66, 3347.

Including Higeer Technical Institutes not belonging to Ministry of Higher Education.
3/ Including Secondary Teacher Training as of 1966/67, 5140; 67/68, 5691; 68/69, 7908.

Includes faculties of arts, law, commerce, economics, medicine, pharmacy, dentistry, veterinary science, girls education, nursing, education (at Ain Shams)
and faculty at Dar-El Ulum.

4/ Including faculty of medicine as of 1961/65.
7/ Excluding Higher Technical Institutes not belonging to Ministry of Higher Education (i.e. approximately 2,500 students).

Source: Guide for Educational Statistics, 'AmR, Ministry of Education, Department of Statistics, vols. 1963/64 - 1967/68;
Statistical Handbook, UAR, 1952-1967, Cairo, June 1968; the Ministry of Higher Education.



Table 1.12! DISTRIBUTION OF ENROLLTED IN HIGHER INSTITUTES AND
UNIVERSITIES BY FIELDi OF STUDY

(in percent)

1960/61 1961/62 1 962/63 1 963/64 1964/65 1 965/66 1966/675/ 967/68/ /6/ 1 969/70

Higher Institutes:

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.C 100.0 100.0 100.0

Agriculture 14.9 27.1 29.3 27.4 20.6 19.3 18.7 (16.0) 17.5 (14.9) 20.9 (17.0) 6.o

Industry-/ 11.3 12.9 14.9 16.9 17.4 19.5 23.5 (20.3) 25.6 (21.8) 28.0 (22.8) 31.0

OtherJ/ 73.8 60.0 55.8 55.7 62.0 61.2 57.8 (63.7) 56.9 (63.3) 51.1 (60.2) 63.o

Universities;4/

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 10C.0

Agriculture 7.0 7.8 8.3 9.2 9.0 10.0 9.0 ( 9.3) 8.9 ( 9.3) 9.6 (10.2) 13.6

Engineering 12.2 13.4 13.7 14.5 14.4 15.5 15.0 (15.5) 16.3 (16.9) 16.2 (17.2) 14.7

Science 5.5 6.1 6.3 6.4 6.1 6.5 4.9 ( 5.1) 4.4 ( 4.5) 4.8 ( 5.1) 4.3

Other3/ 75.3 72.7 71.7 70.9 71.5 68.0 71.7 (70-1) 70.4 (69.3) 69.1 (67.5) 67.4

1/ See Table on Total EnrolLr.ents in Higher Institutes and Universities.
2/ Ibid.
7/ Ibid.
l;/ Including Al-Azhar University.
_/ Figures in brackets are corrected for the effects of transfer of Secondary Teacher Training from Higher Institutes to Universities. Far correction base see

footnote 3/ of Table on Total Enrollments in Higher Institutes and Universities (Table3.12).
6/ Excluding Al-Azhar University.

Source: Compilation on the basis of data from the Ministry of Education and the Central Agency for Public Mobilization and Statistics.



-boie L13: PUBLIC EYPEaIThRE ON SERVICES IN THE U.A R.

15959/60 :51/Ye r1

Housing and Public
~i'i<i Year Education Social Services3 

Thlousand Index In Index LBE Index LE Index B Index
LE Number Number Number Number Number

1951 - 52 2LS 100 5869 100 10133 100 5938 100 2L399 100
1959 -O 33ZB 136 7090 121 13500 133 11563 195 35501 1146

-62 63 19132 778 13385 228 28790 2814 86078 1150 147385 a301

1963 - 6L 26212 1066 17356 296 31170 308 89338 1505 16bo76 672
19CL - 65 33302 1351 20025 341 41459 439 99010 1667 196796 807
1965 - 66 25907 105L 19192 327 43684 431 8169L 1376 169667 695
1966 - 67 28019 1139 24063 1410 13017 425 87273 1Li70 182372 747
1967 - 68 23656 962 21233 362 37756 373 62035 101-5 114680 593

(B) Per Capita Expenditure

Housing & Public
Fiscal Years Population Education Social Services Health Utilities Total

Estimates as
of 1st Jan. Index Index Index Index Index
(millionF) E No. LE No. LB No. LB No. it No.

1951 - 52 21.2 0.116 100 0.277 100 0.178 100 0.280 100 1.151 100
1959 - 60 25.5 0.131 113 0.278 100 0.529 111 0.L53 162 1.391 121
1962 63 27.6 0.693 597 0.185 175 1.0L3 218 3.120 1114 5.341 46L
1963 D 61 28.3 0.927 799 0.613 221 1.102 231 3.158 1128 5.800 50L
1961 - 65 29.0 1.1h8 990 0.690 2L9 1.533 321 3.413 1219 6.7814 589
1965 - 66 29.8 0.869 7L9 0°6b1 232 1.1L66 307 2.711l 979 5.69L 1495

1966 - 67 30.5 0.919 792 0.789 281 1.Ll0 295 2.861 1022 5.979 519
1967 - 68 31.3 0.756 652 0.678 215 1.206 252 1.982 708 4.622 402

_ource: -ent-aL Agenc-i for Punblc Mobilization 9: Statistics
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Table 2.1: Industrial Origin of Gross Domestic Product

(million Egyptian Pounds - at current factor cost)

SECTOR 1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 1968/69 1969/70

Agriculture 405.0 402.7 373.0 425.2 475.0 582.1 608.5 612.3 644.4 688.3 745.0
Industry & Mining 256.3 285.6 309.9 350.9 392.3 423.4 461.1 477.4 460.3 494.8 583.0
Electricity 9.8 12.2 16.3 18.4 19.3 23.2 24.3 25.2 35.1 29.4 31.0
Constrc.tion 47 1 W= 73-6 83.5 Q6.0 92.6 94.9 94.3 81.7 110.3 108.0

Commodity Sectors 718.2 744.7 772.8 878.0 982.6 1,121.3 1,188.8 1,209.2 1,221.5 1,330.1 1,467.0

Transp. & Communication 92.9 102.2 116.9 132.7 156.2 176.0 196.6 204.8 115.6 116.3 125.0
Trade and Finance 129.2 145.1 151.6 154.0 160.5 168.0 181.5 195.9 205.0 215.9 225.0

Distribution Sectors 222.1 247.3 268.5 286.7 316.7 344.0 378.1 400.7 320.6 332.2 350.0

Housing 73.0 73.8 76.2 77.6 78.7 74.9 76.1 79.0 113.1 115.6 84.0
Public Utilities 6.4 6.8 7.0 7.4 7.6 8.2 9.2 9.4 9.9 10.8 11.0
Other Services 265.5 290.9 286.6 313.1 354.0 414.2 457.5 482.1 522.7 542.6 549.0

Services Sectors 344.9 371.5 369.8 398.1 440.3 497.3 542.8 570.5 645.7 669.0 644.0

Discrepancy 0.0 0.0 0.0 0.0 0.0 12.4 14.4 0.0 0.0 0.0 0.0

GDP at factor cost 1,285.2 1,363.5 1,411.1 1,562.8 1 739.6 1,975.0 2,124.1 2,180.4 2,187.8 2,331.0 2,461.0

1/ IBRD estimate.

Source: Central Agency for Public Mobilization and Statistics, Ministry of Planning.



Table 2. 2t GROSS FIXED TN7VEST3NT BY INDUSTRIAL SEGCT01

(million Egyptian Pounds - current prices)

1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/6" 1966/67 1967/68 1968/69

Agriculture 16.7 16.6 17.8 20.6 30.9 32.5 30.7 31.3 24.9 25.6

Irrigation & Drainage 8.6 14.8 19.7 29.2 36.4 37.9 32.6 34.4 25.1 32.5

High Dam 4.2 6.8 14.4 24.0 34.8 18.6 19.0 16.5 12.5 9.5

Industry & Mining 49.3 67.8 50.3 80.5 105.4 99.9 100.6 98.L 85.8 101.1
Electricity 6.2 5.6 6.3 11.9 35.6 53.2 61.1 69.3 52.9 32..9

Construction - - - 3.5 4.5 5.2 6.8 3.9 1.0 2,6

Commodity Sectors 85.0 11,.6 108.5 169.7 247.6 24703 250.8 253.8 202.2 203.2

Transp. & Communication 35.8 68.9 66.5 48.6 40.9 45.9 49.4 42.6 38.3 69.5
Suez Canal 5,9 407 5.2 4.2 3,4 3.7 3.5 - -

Trade *& Finance - - 5.0 3.7 6,5 4.3 2.7 2.6 0.7 2.7

Distribution Sectors 35.8 74.8 76.2 57.5 51.6 53.6 55.8 48.7 39.0 72.2

Housing 31.1 19.1 37.8 37.6 37.4 30,5 4705 42.3 L1.7 4609

Public Utilities 7J5 7.7 10.2 13.5 8.2 11.2 12.4 8.6 4.2 5.S
Other Services 12.0 12.4 18.4 21.3 27.6 21.7 17.3 12,4 10,9 15-4

Services Sectors 50.6 39.2 66.4 72.4 73.2 63.4 77.2 63.3 56.8 68.1

Exp.for purchase ofland - 5.6 - 7.4 -11.3 -11.7 - 8.7 - 5.9 - 6.4 - 7.0 - 5.8 -10.3

Total Fixed Invest-/l 165.8 218.2 239.8 287.9 363.7 358.4 377.4 358.8 292.2 333.2

ment of which - -

Public Sector 338.1 349.6 322.a 289.8 290.9

Private Sector 20.3 27.8 29.4 28.6 42.3

/1 1959/60 through 1963/64 in-Imcde change in stocks.

Source: Central Agency for Public Mobilisation and Statistics and Pinistry of P1anuwng,



Table 2.3: Expenditure on Gross National Product

(million Egyptian Pounds - current prices)

1959/60 1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68 1968/69 1969/70

Private consumption 971.6 993.3 1,101.5 1,170.8 1,249.3 1,462.9 1,583.3 1,632.7 1,708.3 1,802.2 1,904.0

General government consumption 228.1 255.9 247.1 318.2 401.8 437.4 481.9 488.4 567.3 629.0 734.0

Total Consumption 1,199.7 1,249.2 1,348.6 1,489.0 1,651.1 1,900.3 2,065.2 2,121.1 2,275.6 2,431.2 2,638.0

Gross fixed investment /1 165.8 218.2 239.8 287.9 363.7 358.4 377.4 358.8 292.2 331.0 360.0
Change in stocks -- -- -- -- -- 23.3 68.8 26.8 50.0 15.0 15.0

Total Qross Investment 165.8 218.2 239.8 287.9 363.7 381.7 446.2 385.6 342.2 346.0 375.0

Exports of goods & services 283.0 280.4 239.0 316.7 358.5 411.4 409.4 429.1 294.9 362.2 384.0

Less: Imports of g. & s. 280.9 299.0 325:3 420.5 491.7 467.5 531.5 452.8 402.1 445.5 356.o

Net Exports of g. & s. 2.1 - 18.6 - 86.3 - 103.8 - 133.2 - 56.1 - 122.1 - 23.7 - 107.2 - 83.3 - 122.0

Adjustment /2 5.6 7.4 11.3 11.7 8.7 - 12.4 13.6 - 2.3 0.4 - 7.9 --

GDP at market prices 1,373.2 1,456.2 1,513.4 1,684.8 1,890.3 2,213.5 2,402.9 2,480.7 2,511.0 2,686.0 2,891.0

Net factor income from abroad 3.4 1.8 - 0.5 - 5.6 - 6.4 - 21.7 - 14.7 - 21.8 - 14.7 - 22.0 - 38.0
GNP at market prices 1,376.6 1,458.0 1,512.9 1,679.2 1,883.9 2,191.8 2,388.2 2,458.9 2,496.3 2,664.0 2,853.0

Net indirect taxes 88.0 92.7 102.3 122.0 150.7 238.5 278.8 300.3 345.2 360.0 380.0
GNP at factor cost 1,288.6 1,365.3 1,410.6 1,557.2 1,733.2 1,953.3 2,109.4 2,158.6 2,151.1 2,304.0 2,473.0

Gross National Saving 176.9 208.8 164.3 190.2 232.8 291.5 323.0 337.8 220.7 232.8 215.0

/1 1959/60 through 1963/64 includes change in stocks.
7F 1959/60-1963/64 expenditure in the purchase of land which had been included in investment.

Source: Central Agency for Public Yobilization and Statistics, Ministry of Planning.
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Table .1; BALANCE OF PAY1 NTS 1962/63-1968/69

(BE million)

1962/63 1963/64 196h/65 1965/66 1966/67 1967/68 1968/69

Current Account

Exports 199.7 243.1 244.8 251.0 263.9 253.4 307.3

Iports 367.0 429.3 394.0 423.2 414.4 386.8 384.4

Invisibles (net) 52.1 45.5 62.2 55.6 71.2 - 21.5 - 25.3

Balance -115.2 -1h0.7 - 87.0 -116.6 - 79.3 -154.9 -102.4

Capital Account

Total receipts 107.1 166.7 161.5 153.1 163.5 173.4 211.9

Debt amortization and other payments - 27.2 - 63.5 - 86.5 - 51.7 - 64.6 - 68.8 -101.2

Balance - 79.9 -103.2 - 75.0 1O1.1 Q9R.Q9 1hA. 11(_7

Financial Balance - 35.3 - 37.5 - 12.0 - 15.2 + 19.6 - 50.3 + 8.3

Source: Central Bank of Egypt



Table 3.2 U.A.R.: Balance of Payments Estimatesl/

(In millions of Egyptian pounds)

Fiscal years ended June 30 1966/67 1967/68 1968/6;9 1969/70

A. Merchandise

Proceeds of exports 263.9 253.4 307.3 348.0
Payments for imports (c.i.f.) -414.4 -386.8 -384.(0 -473.1

Trade balance -150.5 -133.4 -76.7 -125.1

B. Services

Receipts
Suez Canal dues 95.2 -- -- --

Other shipping 10.9 4.1 3.14 3.9
Interest, dividends and
other revenue.' 8.7 10.6 12.:3 15.1

Nonmerchandise insurance 0.3 0.5 0.3 0.4
Travel and other receipts 59.8 43.3 51.2 54.6

Total receipts 174.9 58.5 67.2 74.0

Payments
Shipping -11.9 -5.8 -4.'9 -7.4
Travel and remittances -11.1 -6.5 -9.0 -8.4
Interest, dividends and
other revenue -19.0 -16.4 -26.2 -28.6

Government, n.i.e. -35.7 -25-.6 -33.8
Nonmerchandise insurance -o.6 -1.6 -1.( -1.8
Film Rentals -0.3 -0.3 -0.14 -0.2
Other commercial payments -5.2 -7.0 -8.6 -11.3
Other disbursements -19.9 -16.9 -17.2 -17.8

Total payments -103.7 -80.0 -92.9 -109.3

Net services 71.2 -21.5 -25.7 -35.3

C. Unrequited transfers (mainly
intergovernmental) 30.1 83.6 125.2 139.3

D. Total (A through C)
Surplus or deficit (-) -49.2 -71.3 22.13 -21.1



Table 3.3: BALANCES ON CLEARING AND CTHER ACCOUNTS (PAYMEN'S AGREEMENTS)

(LE million)

31/12/67 31/12/68 31/12/69

Bilateral Accounts
Albania - 0.1 - 0.2 - 0.2
Algeria + 1.2 + 1.7 + 3.6
Bulgaria - 0.8 - 1.5 - 0.2
Cameroon + 0.1 + 0.1
Ceylon - 0.2 - 0°5 - 1.5
China - 6.8 - 7.0 -10.0
Cuba + 0.6 + 0.1 -0.3
Czechoslovakia - 4.7 - 1.5 - 2.6
Denmark - 0.1 -0.2
E. Germany - 2.1 - 3.5 + 0.4
Ghana + 0.2 + 0.6 +0.3
Greece - 2.1 - 3.4 - 4.5
Guinea + 1.8 + 1.9 + 1.9
Hungary + 0.2 - 0.2
India - 6.7 - 0.8 - 3.5
Indonesia + 0.7 + 1.0 + 1.4
Iraq - 0.2 + 1.8 +1.7
N. Korea + 0.1 - 0.1 - 0.2
Lebanon - 0.1 - 0.6 - 0.9
Libya + 0.7 + 0.2
Mali + 4.9 + 5.2 +5.2
Morocco - 0.4 - 0.3 + 0.2
Poland - 2.6 - 1.3
Rumania - 6.5 - 1.7 - 3.3
Saudi Arabia - 1.3 - 1.0 - 0.6
Somalia - 0.9 - 0.5 - 0.5
Spain - 6.2 - 5.9 - 7.8
Sudan - 4.5 - 3.4 - 2.4
Switzerland - 0.4 - 0.2 - 0.1
Syria - 4.0 - 5.0 - 5.5
Tunisia - 0.1 - 0.1
USSR -30.7 -27.2 -31.7
Vietnam
Yemen -16.8 -16.4 -16.5
Yugoslavia - 2.14 - 4.5 - 4.7

TOTAL -90.1 -74.1 -82.7

Other Accounts
France - 1.8 - 2.3 - 1.8
Italy -29.7 -38.2 -38.5
Saudi Arabia - 0.2
Syria + 2.3 + 2.3 + 2.3
Turkey - 1.1 - 1.6 - 0.7
TK -0.7

TOTAL -31.2 -39.8 _38-
GRAND TOTAL -12I3 -113.9

Source: The Cintral Bank of Egypt



Table 3.4: DIRECTION

(In percent)

1955/56-1959/60 1959/60 1960/61-196L/65 1964/65 1965/66 1966/67 1967/68 1968/69
Annual Average Annual Average

Imports from:
Arab countries 7.9 9.1 7.6 8.6 6.6 7.0 6.1 L43
Eastern Europe 24.7 25.L 21.0 19.6 2L.9 30.1 41.4 34.8
Western Europe 1.2 36.5 33.4 33.4 33.3 27.2 32.3 41.1
The Americas 13.2 17.8 26.1 27.6 20.0 22.3 6.2 6.8
Far East 10.1 9.2 9.2 8.4 12.5 11.7 8.6 10.4
Other 2.9 1.9 2.6 2.4 2.7 1.7 6.4 2.6

TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Exports to:
Arab countries. 11.3 11.3 10.1 7.1 8.9 9.0 12.3 9.3
Eastern Europe 41.0 42.3 43.9 47.8 51.2 49.9 42.3 52.3
Western Europe 22.8 20.9 22.9 22.2 18.8 18.9 21.8 19.0
The Americas 4.1 5.5 6.9 5.0 4.5 2.9 2.5 2.7
Far East 18.1 18.2 13.4 15.3 14.7 15.3 I5.0 14.2
Other 2.6 1.7 2.8 2.5 2.8 4.0 7.1 2.5

TCOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Computations on the basis of data of the Public Agency for Mobilization and Statistics -
Annual Bulletin of Foreign Trade - The Central Bank of Egypt and the General Organization
for Trade.

Note: Percentages do not always add up because of rounding of the figures.



Table 35: COTTON EXPORTS BY VARIETY

September/August
Variety 1967/66 1968/69

--- 1,000 bales (478 lbs each) --

Menoufi 391 337

Giza 45 80 74

Giza 68 199 197

Giza 47 5

Dendera 48 9

Giza 67 370 342

Ashmouni 6

Giza 66 54 48

Giza 69 23 62

Others 38 30

TOTAL 12124 1099

Source: General Organization for Cotton



Table 3.6: EXPORTS OF RAW C,OTTCN BY COUNTIRIES. l66/7 - 1968/62

Country of August - July
Destination 1966/67 196/68 1

r100baleso of478 lbs. each)

Albania 1.0 0 .4
Algeria 4.6 5.3 0
Austria 13.8 16.4 12.9
Belgium 8.8 9.4 8.6
Bulgaria 22.7 15.8 23.8
Ceylon .3 1.5 2.8
China (Mainland) 93.4 39.8 30.5
Czechoslovakia 117.6 84.1 61.0
Finland .5 .6 .6
France 46.7 46.2 459.7
Germany,Dem. Rep. 38.8 22.0 11.3
Germany,Fed. Rep. 42.0 57.4 68.2
Greece 28.1 28.5 32.7
Hungary 28.9 19.5 10.5
India 142.8 149.6 73.14
Italy 84.8 74.8 68.0
Japan 100.1 102.0 122.5
Korea, North 4.5 0 3.0
Lebanon - - 1.1
Morocco 0 0 14.6
Netherlands 2.0 4.2 5.4
Philippines .2 1.1 .6
Poland 47.2 32.2 26.8
Portugal .3 .4 *6
Rumania 48.1 57.0 41.4
Singapore 1 7 .7
Spain 49.6 79.1 61.8
Sweden 2.3 1.8 3.9
Switzerland 28.4 23.3 21.7
Turkey 1.4 1.9 4.5
United Kingdom 25.8 28.6 21.0
United States 28.1 32.5 2.3
U.S.S.R. 348.7 194.1 281.2
Venezuela 1.5 0 2.2
Yugoslavia 66.0 46.5 31.7
Others 4-5 ?1 *4

Total 1,433.5 1,175.7 1,091o.8

Source: International Cotton Advisory Conmittee, Cotton. - World
Statistics, April 1970.



Table 3.7: GEooRAPHiiICAL DISTRIBUTION OF COTTON YARN RPCRTS
tE_ THE PERIO9 -lM (in tons)

Destination 1964 1965 1966 1967 1968

Arab League Countries 1,297 1,362 1,029 708 762

The Eastern Bloc 13,520 25,662 27,930 26,899 24,638

The Common Market 7,740 7,029 4,485 2,305 1,925

The Free Trade Association 3,435 4,465 3,514 2,625 2,545

The Dollar Zone 191 286 608 978 1,735

Others 1,407 2,352 3,171 4,461 7,671

TOTAL 27,590 41,156 40,737 37,976 39,276

Source: The Central Agency f'or Public Mobilization and StatiEitics.



Table 343: DISTRIBUTION CF TEXTI EXPORTS

Destination 1964 12 1966 1j767 1?68

Arab league States 4,155 3,916 6,343 5,,1491 6,344

Eastern Bloc Countries 2,699 3,555 3,700 5,478 6,050

E.E.C. Countries 691 674 1,523 1j,266 1,?711

E.F.T.A. Countries 1,610 1,576 404 754 11,157

Dollar Zone Countries 2,561 2,134 1,293 2,682 3X445

Others 1,579 26141 1,348 6l 1467

Total 13,295 143,496 14,611 16,935 20,,174

Source: The Central Agency for Public Mobilization and Statlstics,



Table 3,9s PErROLEUM BALANCE OF PAD0ETS

(Value in LE 1 000)

1964/65 1965/66 1966/67 1967/68 1968/69 1969/70 1i70/71 1971/72 1972/73 1973/7T 197h/75
estimate estimate estinate estimate estimate estimate

1. Imports:

A) Crude 0 L 29,692 22,147 24,118 13,781 7,298 11,450 - - - - -
B) Petroleum Products 4,166 6,484 5,056 15,310 15,513 5,412 5,525 5,284 5,334 5,735 6,695
C) Total Imports 339858 28,931 29,174 29,091 22,811 16,862 5,525 5,284 5,334 5,735 6,695

2. rts:

A) Crude Oilt

= Contracted 
- 603 1,906 3,634 1197 5,429 3,360 3,840 - -

- Free: 

Sinai 9,483 4,375 2,239 - - - 11,285 9,953 8,325 6,993 6,031
Other Fielda 1,806 1,700 2,754 543 4,542 13,512 17,955 23,940 23,355 29,655 42,840
Total 11:789 A.l75 596 2Li , IL) JJu j4,66y 37,253 35,520 36,648 18,871

B) Petroleum Products 10,>07 9,677 10,743 4,748 4,926 9,055 12,012 11,374 13,764 14,757 15,631I
C) Total Ekports 22,196 15,752 16,339 7,197 13,102 23,761 46,681 48,627 49,284 51,405 64,505

3. Balance (2 - 1) -U1,662 -13,179 -12,835 -21,894 - 9,709 6,902 41,156 43,343 43,950 45,670 57,810

Source: The General Organization for Petroleum

__~~~~~~~~~~~~~~ 
- __ _ 



TableT310: TOJRIST NIGHTS 1962 _ 1969
Thousands)

Year Arabs Europeais Americans Others Total

1962 1,963.8 10,349.1 303.1 550.4 4,166.5

1963 1,869.2 1,311.3 434.4 608.5 4,223.4

1964 3,856.2 1,986.:! 426.o 755.9 7,024.3

1965 7,O67.7 2,327.7 394.9 61o.5 1O,400.8

1966 6,439.3 2,326.13 4j23.7 593.7 9,783.4

1967 3,959.6 1J597.1 395.6 417.5 6,369.6

1968 3,1436.3 625.1 125.4 188.9 14,375.7

1969 3,341.0 686.5' 147.6 220.5 4,395.6

Source: The Ministry of Towuism



Table 4.1: United Arab Republic - External Public Debt Outstanding as of December 31, 1969/-

Debt Repayable in Foreign Currency

(In thousands of U.S. dollarE)

Debt Outstanding

Source December 31, 1969
Dlisbursed Including

only undisbursed

Total External Public Debt/ 1,389,359 1,671,158

Privately-held Debt 200,687 227,431

Loans from International OrgarLizations - IBRD 27,500 27,500

Loans from Governments/3 1,159,915 1,414,971

Nationalization 1,257 1.257

/1 Debt with an original or extended maturity of over one year.
7T Includes arrears of principaI and excludes arrears of interest up to December 31, 1969 as

shown below:
(In thousands of U.S. dollars)

Principal Interest

Total $107 290 $22,075
Austria 60
Canada 2,838 477
C.ermany 8,9i11 1,637
Kuwait 4,200 2,520
United States 91,089 17,381

/3 Does not include the uncomro.tted portions of the following frame agreements:

(In thousands of U.S. dollars)

Total $377,694
t3ulgaria 12,000
China 68,483
Czechoslovakia 81,981
East Germany 44,244
Poland 5,081
U.S.S.R. 150,008
Yugoslavia 15,897

Note: Feor a number of debts armounts outstanding were estimated as actual amounts were not
reported by U.A. R.
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Table 5.1: CENTRAL GOVERNMENT CURRENT EXPENDITURE
(LE million)

1969/70
1966/67 1967/68 1968/69 Budget

Actual Actual Actual Estimate

OrSgnizatiortai Services

Dei'ense 166.7 241.8/1 278.0 - 370.5 

Scci'rity and Justice 42.0 43.2 46.1 52.2

Othlers 28.8 27.4 26.2 3-j.2

SH-TOTAL 237.5 312.4 351-0 455-9

Social and Economic Services

Agriculture 11.8 14.8 16.2 19.5

Irrigation and Defense 16.7 17.7 19.7 23.0

Ehication 99.8 10j.4 107.8 125.7

Health 29.4 31.8 j5.0 J8.3

Transport and Communications 10.7 3.4 7.5 8.2

Culture and Entertainment 10.5 12.0 9.6 14.9

Othe3rs -0.9 37.1 62.8 48.3

SUB-TOTAL 229.8 220.2 258,6 277.9

Debt Service 64.0 17.2/ 6,1 6.4

Pensions and Other Remunerations 21.7 25.2 26,,5 29-4

Cost of Living Subsidies h6.2 41.0 8.0/ 3.2

TOTAI, 599.2 616.0 650,2 772.8

7/1 Includes ; 60 million which official figures classify under "Others".
77k Includes 1E 100 million lemergency appropriations" financed through the Emergency Fund,

w*ich totalled LE 17 million. The remaining LE 27 million are shown as "Others"a
/j No longer includes repaymenti of principal as in the past.
71 Only net results of the operations of the Ministry of Supply is now reported.

5 Includes LE 179 million front the Emergency Fund. Part of thi.s was probably u,sed for
non-military expenditures but no breakdown was available.

3ource: Ministry of Treasury



Table 5.2: CENTRAAL OMPERO~ENT CUIUfnT &YNUS
IL millions)

1969/7o
1966/67 1967/68 1968/69 Budget
Actual Actual Actlual Estimatrs

Tax Revenues

Taxes on Immovable Property 10.2 9.5 131.8 19.3

Personal Income Taxes 21.2 21.6 23.0 2',0

Business Profit Taxes 93.0 68.5 87'.9 83 4

Estate Duties 2.0 2.2 2.2 2,2

Excise and Consumption Duties 45.0 51.4 41s9.l 53.7

Custom Duties 154.2 144.3 131i.0 158.1

Stamp Duties 15.3 24.3 28.8 28.5

.th er 12.1 16.1 17.3 15.0

SUB-TOTAL 353.0 337.9 356.1 385,.2

Non-Tax Revenues

Services Revenues 67.7 17.4 17.3 2t1d4

Miscellaneous and Extraordinary Receiptf l 175.9 176.7 l60o.9 1i6.7
-- (.0) (105.0)

TOTAL 596.6 532.0 5034.3 556.3

1/ This item includes a specific levy on certain manufactured consumers goods (refrigera-
tors and other high value electrical appliances) introduced in 1965. Figures in paren-
theses show contribution of this item., These figures were not available for 1966/67
and 1967/68.

2/ Profits of the Ministry of Supply are no longer included. They are netted out in the
Cost of Living Subsidies ite, in Table showing current expenditures.

Source: Ministry of Treasury



Table 6.1: U .AR.: STMRY OF FACTORS AF1'ECTIN 3 LIQUIDITY

(In millions of Egyptian pounds)

Changes during period 1966/67 1967/68 1968/69 1969/70

I Money and qcuasi-money 17.8 - 8.3 Lt 100lC4

Money 1.5 -19.5 38.0 73.7
Quasi-money 16.3 11.2 34.4 26.7

I1. 1'oreign assets (net) - 9.8 -51.O 1.7 7,1 a

III. Domestic assets (net 2.6 42.7 70.7 .3

Claims on Government (net) 71.5 28.1 37.0 9206
Claims on nongoverTnmeint sector -21.9 29,6 30.1 21.2/i
Other items (net) -22.0 -15.0 3.6 - 20.SL

Cha
Changes in per cents

Money and quasi-money 2 -1 8 10
Claims on nongovernment sector - 6 8 7 5

6ource: Based on data provided by the Central Bank of Egypt.

/1 Includes the effects of the allocation of SDR 25.2 mil:Lion, equivalent to
LS 8.8 million. The SDR allocation improved the net e:cternal position and
exaggerated the contractionary effect of "other items ,net)".
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Table 7.1: OUITPUT~ OF MAJOR AQRICUILTURA PRODUCTS (ELCLUPI.NG VO9Q
1952 and 1960 - 1969 ~ VsOK

(in thou8and metric tons)

page 1

Crop 1952 1960 1961 1962 1.963 1961± 1965 1966 1967 1968 1969

Cotton
Seed cotton 1,296 1,380 999 1,335 1,312 1,1±36 1,501 1,289 1,208 1,210 1,1480
Cotton lint 1±1±6 1478 336 457 1±1±2 501± 521 455 1h37 1±36 541

Cereals
Maize 1,506 1,691 1,61? 2,001± 1,867 1,9314 2,1141 2,376 2,163 2,297 2,366
Millet 522 603 631 659 729 71±0 806 859 881 906 813
Wheat 1,081 1,1499 1,4±36 1,593 1,1493 1,14 1,272 j1,165 1,291 1,518 1,268
Rice (Paddy) 517 1,0186 1,11±2 2,038 2,219 2,036 1,788 1,679 2,279 2,586 2,557
Barley 118 156 133 11±6 131± 1141 130 1.02 100 121 105

Pulses
Beans 250 290 161 328 263 366 31± 381 188 283 297
Lentils 32 50 31± 56 47 52 61 4±4 314 35 21
Fenugreek 34 43 24 44 42 42 37 30 21 19 22
Lupines 6 13 9 12 13 13 12 7 7 7 6
Chickpeas 9 11 5 7 8 .10 9 6 6 7 4

Vegetables
Onion 213 501± 469 600 659 646 670 701 587 479 4"5
Other 1,83L 3,426 3,571 3,919 4,320 4,378 14,636 4,928 4,505 5,141 5,323

Fruits
Oranges 210 157 280 338 331 3L2 L88 49L 625
Mandarine-s & Limes 101 79 117 101 11±1 11 1l1l 128 158
Grapes 102 106 120 106 -91 92 jl8 111 101
Mangos 63 48 86 91 97 79 90 55 62

continued........



T.3ble7.21 OUTPUT OF MAJOR AGRICULTURAL PRODUCTS (EXCLUDING LIVESTOCK)
1952 and 1960 - 1969 (concluded)

Page 2

Cron 1952 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969

Oils
Groundnuts 20 35 25 49 45 [6 50 bO 32 36 [3
Sesame 111 15 11 17 26 23 22 11 7 10 16

Flax (seed) 5 9 12 11 11 1 10 9 9 15 17
Flax (fiber) 26 53 6h 6h 61 7 58 51 5L 83 92
Cottonseed 8h2 888 658 857 858 912 961 820 758 758 921

Si-- arc.ane 3.258 .54hS 4,186 4,808 5,153 4,890 4,739 5,189 5,269 6,083 6,592

Clover Seed 36 Li 39 33 27 27 28 34 31 3 37

'Vote: Alternati#e series are net always in agreement with these data.

Source: I9RD, Projects Department, Middle East Studies: UAR Findings on Agricultural Sector,
19i6 Mission, July 19, 1968; Ministry of Agriculture, Bureau of Agricultiaral Economics
and Statistics, unpublished.



Table 7.2: CROPPED AREA BY SEASON
-- 0 - 1969

(In Thousand Feddan)

Annual Crops

Year Winter Summer Nile Fruit Total

1960 h),808 3,533 1,898 131 10,370

1961 4,693 3,527 1,616 137 9,973

1962 4,822 3,703 1,695 145 10,365

1963 L,717 3,900 1,588 152 10,351

1964 4,758 3,916 1,536 167 10,377

1965 4,62h 4,697 762 178 10,261

1966 4,739 4,794 760 195 10,488

1967 1,776 4,857 822 207 1o,462

1968 1,,923 li,9 4 5 646 225 10,739

1969 h,84A9 5,0h9 601 233 10,732

Source: Ministry of Irrigation
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Table 7.3: YILDS PER FEDDAN FOR DlORTANT CROPS, 1960/269

(Kilograms )

cm 1960 1961 1962 6 64 1965 1 1967 1968 1962/1

Seed Cotton 737 502 806 806 891 791 693 737 822 912
Rice (Paddy) 2,107 2,126 2,457 2,315 2,111 2,107 1,984 2,117 2,145 2,145
Maize 1,330 1,379 1,338 1,506 1,495 1,690 1,659 1,636 1,478 1,594
Millet 928 1)009 1,093 1,085 1,165 1,476 1,509 1 )406 1,701 1,715
Sugarcane 40,950 37j575 39,690 38,745 36,450 36,810 39,060 38,475 38,925 39,006
Groundnuts 825 746 939 847 918 926 826 782 854 878
Sesame 361 390 408 433 424 433 384 344 406 454
Wheat 1,029 1,038 1,095 1,110 1,180 1,115 1,135 1,126 1,074 1,018
Beans 801 490 890 732 896 886 956 628 922 880
Barley 1,048 1,096 1,118 1,112 1,165 1,038 1,042 929 1,035 1,019
Fenugreek 685 591 739 702 748 735 735 657 672 502
Lentil 588 542 706 602 666 688 594 515 664 513
Flaxseed 410 407 412 415 426 401 400 382 400 428
Lupine 646 642 666 694 717 724 688 638 594 582
Chickpeas 693 645 648 708 706 698 669 645 714 667
Garlic 4,680 5,070 4,960 5,850 5,270 5,53o 6,270 5,740 6,120 15,711
Clover Seed 200 186 _nU 912 205 212 21)4 220 22 243

Li Preliminary

Source: Ministry of Irrigation and Ministry of Agriculture



Table 7.4: AREA AND Y1:EL OF PRIKCIPAL 3wLD CROPS

Ave rage
193/63-1967/68 1966/67 1967/68 1968/69 Record _yea.:) 7

AREA
(........................ 1,000 feddans . ...........

O.otton 1,692 1,626 1,46h 1,622 1,986 (1960/61)

liice 987 1,075 1,20h 1,192 1,204 (1967/68)

'ai ze 1,5L5 1,L.85 1,55L 1,L8b 1,832 (i961/62)

Wfheat 1,278 1,245 1,143 1,2h6 1,156 (1959/650)

YIELD
t.......Kgs. per feddan . )

Cotton (seed) 787 737 822 912 912 (1968/69)

Rice (paddy) 2,092 2,11L7 2,1h5 2,1h5 2,457 (1961/62)

Maize 1,592 1,636 1,478 1,59L 1,690 (1964/65)

Wheat 1,126 1,1216 1,074 1,018 1,135 (1965/66)

1/ The highest level achieved over the l&st decade; the specific year given in
parentheses.

Source: Tables 4.1 and 4..3



Table 7.5: REALIZED EXPORT PRICES FOR SELECTED AGRTCUITURAL COMMODITIES
- 19%76 - 19C39f(U

(Sterling Pounds per ton)

Commodity 1965/66 1966/67 1967/68 1968/69 1969/7021

Rice 50 53 74 55 36

Onions, Raw 29 54 51 52 46

Onions, Dehydrated 201 217 277 280 300

Potatoes 29 29 33 34 38

Garlic 89 127 169 135 125

Groundnuts 123 113 125 126 150

Flax 158 133 118 190 190

Tomatoes 50 123 114 85 85

Watermelons 31 71 95 80 80

/1 Preliminary

Source: The Ministry of Supply



Table 7.6: aROSS (PUBLIC & PRIVATE) INVESTMENT IN AGRICU,LTURE IN CURRENT PRICES

(BE. Millions)

Irrigation Total National Percent
Year Agriculture & Drainage Combined High Dam Investment Col (c) of (e)

(a) (b) (c) (d) (e) (f)

1959-60 16.7 8.6 25.3 4.2 171.h 14.8-
1960-61 16.6 1h.8 31.4 6.8 225.6 13.9
1961-62 17.8 19.7 37.5 14.4 251.1 14.9
1962-n3 20.6 29^. I-29.8 24.0 299,6 16.6
1963-64 30.9 36.A 67.3 34.8 372.h 18.1
196h-65 32.5 37.9 70.h 18.6 36L.3 19.3
1965-66 30.7 32.6 63.3 19.0 383.8 16.5
1966-67 31.3 34 .4h 65.7 16.5 365.8 18.0
1967-68 9. 9
1968-69 26.2 32.5 58.7 9.5 331.0 17.7

Source: Ministry of Planning



Table 7.7: PRODUCTION AND CONSUMPTION OF CO -*RCIAL FERTILIZERS, 1960 to 1969

(in thousand tons)

j21L6 j /2 1964 1 /65 1965/66 1966/67 1967/68 1968/69

Production
Nitrogenous 1/ 2Li 590 762 692 931 947 1,011 1,075 930 891
Phosphatic 27 175 185 171 158 175 260 260 262 304 322

Consumption
Nitrogenous 1/ 1,100 1,166 1,235 1,353 1,463 1,631 1,805 1,701 1,720 1,775
Phosphatic 27 210 218 249 257 268 293 345 286 292 330
Potassic 27 5.1 4.3 2.2 2.0 1.7 1.5 9.4 3.5 3.0 3.0

1/ 15.5% N through 1959/60 and 15% N thereafter
2/ 15% P205
3/ 48% K

Source: Ministry of Agriculture, Bureau of Agricultural Economics and Statistics



Table 7.8: Pi{DUCTION. EXPORTS AND Ol'I TS OF RICE

Domestic
Year Area Planted Yield Production Exports Imports Consumption

(thousand feddans) (tons/feddan) (thousand L (thousand /2 (thousand /2 (thousand /2
tons) ton) tons) tons)

Average 1935/39 446 1.53 685 --

Average 1950/54 519 1.56 830 111.0 -- 428.4

Average 1955/59 654 2.11 1385 227.8 9.5 682.1

1960/61 706 2.10 1486 299.1 -- 666.8

1961/62 537 2.13 1142 70.6 __ 671.7

1962/63 830 2.46 2039 386.1 938.6

1963/64 959 2.31 2219 532.6 __ 905.9

1964/65 962 2.12 2036 352.5 - 993.0

1965/66 848 2.11 1788 327.9 -- --

1966/67 844 1.99 1679 364.5 __

1967/68 1075 2.12 2279 527.0 __ 924.0

1968/69 1204 2.14 2586 670.0 -- 1076.0

1969/70 1192 2.14 2557

g;Paddy

Note: Consumption figures in some years may include changes in stocks.

Source: Ministry of Planning and Ministry of Agriculture



Table 7. 9 : PRODUC-TION AND USES OF COTTON

Exports and Local Factory ConsmpMtion
Production Percentage of Production Consumption Consumption as
Year Ended Total Production Extra Long Medium Long Medium Year Ended Exports Consumption Percentage of
October 31 ('000 Tons) (er(percent) August 31 ('000 Tons) ('000 Tons) Production

1950 381.9 33.7 19.4 44.5 1951 288.7 60.7 15.9
1951 362.8 38.6 15.4 43.1 1952 261.5 65.4 18.0
1952 445.8 45.0 13.4 39.5 1953 319.0 68.7 15.4
1953 318.2 34.6 27.3 35.8 1954 324.5 73.2 23.0
1954 348.o 33.1 25.6 39.0 1955 247.1 80.2 23.0
1955 334.1 35.8 18.8 42.9 1956 292.5 87.1 26.0
1956 324.8 41.0 18.2 38.5 1957 230.9 90.7 27.9
1957 405.3 45.3 12.7 39.8 1958 254.5 97.4 24.0
1958 445.9 58.6 7.8 31.3 1959 327.3 106.2 23.8
1959 457.2 51.1 15.0 31.8 1960 381.8 109.4 23.9
1960 478.2 47.4 22.2 28.5 1961 337.0 121.3 25.4
1961 335.7 41.2 24.7 31.7 1962 229.4 135.2 40.3
1962 457.3 50.3 22.5 25.7 1963 303.0 135.5 29.6
1963 441.7 46.6 22.9 28.9 1964 291.8 139.3 31.5
1964 504.1 45.8 24.5 28.1 1965 342.2 153.0 30.4
1965 520.1 43.4 25.9 29.1 1966 342.4 160.8 30.9
1966 454.9 40.2 21.3 36.5 1967 302.2 175.8 38.6
1967 436.6 38.1 24.7 35.2
q aza I. rZ e 1. t% f nf .1 A% DIZO^< <*_ 17MW 4 CU 4v. w.J .)7 .79VU .79. d4L.I
1969 / 527.5 36.2 34.8 29.0 1969 / 238.0 184.5 35.0

I/ Preliminary.

Source: Central Agency for Public Mobilization and Statistics



Table 7.10: PRICES AT WHICH STAPLE FOODS HAVE BEEN MADE AVAILABLE
TO T FODTRADE gy TJf GEN RAL ORGANiZATION FOR SUPPLY -

(L.E. per ton)

ITEM 1965/66 1966/67 1967/68 1968/69 1969/70

Tlheat 30 30 30 31 30
Flour (extra) L6 6 6 to 52L' 52 52
Maize 26 26 31 31 30
Lentils 76 76 60 80 so
Sesame (Upper Egypt) 80 107 107 1.07 1-07
Sesame (Sharbia) 85
Edible Oil (rationed) 50 5 50 50 50
Edi:ble Oil (factory) 100 100 100 100 100
Soap fats (solid) 123 123 123 123 123
Soap fats (in containers) 130 130 130 130 1.30
Edible fats 180 180 220 220 220
Sugar (rationed) 66 66 66 to 70 70 70
S-ugar (free) 138 160 160 160 160
Tea (Indian/Chinese/Turkish) 1,1T1 l,1L1 1,166 :1,166 1,166
Tea (Yacout Indian) 1,L9 1,U9 2,263 2,263 2,263
Tea (Ceylon) 1,822 1,822 2,778 2,778 2,278
Tea (3xtra) 2,536 2,536 4,036 Lh,036 4,036
Coffee (Brazilian) 67h 67h 674 674 67h
Coffee (Yemenese) 81h 81h 814 814 814

Source: The General Organization for Supply

/I Change to q2 in Febr1i2rT- 1968.



Table 7.11: INVENTORY OF THE GENERAL ORGANIZATION FOR SUPPLY

(As at June 30 - Tons)

Comnmodity 1965/66 1966/67 1967/68 1968/69

Wheat 268,916 181,000 4141,000 [400,000

Flour Extra 129,001 56,o94 185,000 100,000

Maize --- 37,768 155,182 --

Lentils 6,018 9,767

Sesame --- 2,386 4,703 ---

Edible Oil 24,000 314,ooo 415,o0oo 41,000

Soap Fats 1,000 2,000 4,693 3,000

Edible Fats 0,500 0,600 3,970 1,000

Sugar 228,300 230,700 2147,4100 296,300

Tea 9,670 7,500 9,880 10,500

Coffee 0,900 1,059 0,575 1,559

Note: Figures on beginning stock in 1969/70 are not available.

Source: The General Organization for Supply



Table 7.12: FOOD CONSUMP'ION PER CAITA1 E;RY1Q
GROUP IN SCELECTED RECENT YEARS

(Grams)

Group 1950/51j/ 12a/56 / 1965/66/ 1966/L7i" 1967/68g/

Cereals 469 510 551 600 620

Other Starch Foods 19 18 30 26 19

Sugar & SyruDs 40 48 54 64 53

Pulses, Nuts, Seeds 27 32 34 32 22

Vegetables (fresh) 914 178 247 227 249

Fruits 91 180 138 146 137

Meats 25 37 29 29 27

Eggs 2 3 14 14 4

Fish 10 17 9 10 8

Milk & Milk Products 165 162 122 120 120

Vegetable Oils 10 11 19 15 16

1/ Source: U.A.R., The Journal of the Egyptian Public Health Associatici,
Vol. XXXV, No. 3, 1960 (IsmaiL Abdou, Nutrition Problems in the Egyptian
Region).

2/ Source: Ministry of Agriculture and Agrarian Reform.



Table 8.1: INDUSTRIAL PRODUCTION INDEX NUMBERS

(1959 D5)

ISCG Econ-,ai- Actijities 19'3e 19c1 1962 1963 ]95i '195i L 9r 19<7

1 Mining and quarrying 107.5 l?6.6 119.2 172.li ?7!1 . 2]YqA 2?5.A 2?2.6
12 Metal r-dnint! 99.? 117.4j 130.0 1T1,24. 12 17 .5 91.7 7
13 Cnrde petroleum & Natural

Gas 106.1 122.2 1lt7.4 191.7 214.7 228.4 26(7.8 2)Th1.2
; lh Stone quarrying, clay & 

sand pits lO.6 1l.7 132.8 136.5 159.R 17'i.1 187.1 200.3
15 Salt mining 130.7 95.6 924.5 111.5 172.6 157.0 170.8 192.4
19 Other Non-metallic mining &

quarrying 106.3 189.8 123.24 96.5 162.1 284z.2 232.7 256.8

2-3 Manufacturing Industries 116.1 11th.3 171l.2 228.9 261.6 276.6 26 21,9.9
20 Food MarTuf,Indchstries T3-. B1T.7 117.5 -13T. 129.2 4 13. 11.9.9 120.2
21 Beverage Industries 95.5 125.2 137.0 167.3 169.2 2024.9 230.1 182.1
22 Tobacco Industries 112.1 125.8 117.1 158.5 17L4.L4 19'1.i 20Vi.1 211.0
23 Spinning & Weaving 125.5 1240.5 1UlL.li 111.8 149.2 162.3 150.3 165.6
224 Industries Xanuf. of Foot

wear, Other Wearing apparel
& made up textile goods 108.9 209.2 251.9 257:.7 262.2 300.1 279.8 278.24

25 Wood, rattan bamboo & cork 1124.9 308.6 323.24 576.9 1267.2 1137.5 992.3 610.6
26 Furniture and FixtUres 93.8 71.6 90.9 105.8 106.9 114.1 119.24 103.3
27 Parer and articles of paper 110.6 1624.1 2112.6 2439.7 516.24 561.2 6124.6 562.1
28 Printing & allied Industries 103.1 121.9 159.-1 293.8 281.3 268.8 21!0.6 159.!1
29 Leather & leather products 100.9 924.5 1V&5.2 12424.3 161.!4 202.6 210.9 215.o
30 Rubber products 109.7 139.8 11._ 190.1 135.1 180.9 169.1 168.5
31 Chemicals & chemical 123.3 183.9 1V46.2 25L.3 3214.0 L10.7 Ij55,2 387.3

products
-32 Product of petroleum & coal 122.1 13hl.6 138.2 1624.6 218.9 165.1 167.0 16 2.)i
33 14anuf. of non-metallic

mineral pro±ictXs 88.6 117.)i 1324.3 176.o 15)!.5 173.2 213.8 183.6
324 Basic metal industries 159.8 222.7 258.8 273.9 273.2 270.6 3624.5 295.9
35 N'setal prodacts 91.2 117.3 135.0 160.' 153.3 190.1 216.2 2512.3
36 Manuf. & Rep. of non-

electrical machines 275.3 2412.3 769.24 12403.6 12469.8 13924.!: 1079.9 1187.2
37 Manuf. & Rep. of electrical

machines 129.1 2L9.3 302.1 585.2 739.0 686.24 699.5 703.')
38 Transport equipment &

supplies 158.8 2U1.5 U19.6 669.8 815.8 711.0 6624.6 2411. 4
39 Manuf. Industries not else-

where classified 112.7 1524.0 395.7 1h9h.9 858.5 983.3 980.3 732,8

5 Electricity, Gas, Water & Sani-
tary Services 1224.1 170. A 193.24 209.8 2240.3 257.6 277.3 282.8
51 Electricity, Gas & Steam

- , Production & distribution 1224.1 170 .4 193.24 209.8 2240.3 257.6 277.3 282.8

General Total 116.2 1245.24 173.6 2224.2 260.8 271.2 262.9 2248.9

Source: Central Agency for Public Mobilization and Statistics

I:..



Table 8.2- PRODUCTION OF MINERAI5

(M¶etric tons unless otherwise specified)

Commodity 1965 1966 1967 1968

METALS

Aluminum, metal, semimanufactures 5,155 6,220 6,539 N.A.
Copper, metal, semimanufactures and unwrought 7,057 6,941 5,h1l N.A.
Iron and steel:
Iron ore and concentrate (thousand tons) 507 4h0 h23 b47

Manganese, ore and concentrate, gross weight
(thousand tons) 182 186 75 L

Asbestos 2,926 1,866 1,937 2,500
Btrite 15,353 6,799 1,282 373
Cemenrs, hydraulic (thIo-usand 'wins) 9, '29 9 j,637 9j?5) --

Clays
Kaolin (including china clay) 47,775 9,987 32,120 31,272
Refractory 72,915B 63,601/1 -- 77,790

Feldspar, crude 4,ooo 3,499 1,718
Fertilizer materials:

Crude (natural)
Nitrates 4,218 -- --

Pho nhate rock (thousand tons) 591 661 683 1,L4l
Pumice 13,700 -- ,200 h,717
Sodium, caustic soda 18,861 19,310 18,9hh --

Stone, sand and gravel, n.e.s.: Dimension stone
Basalt (thousand cubic meters) 253 380 333 336
Granite (thousand cubic meters) 313 24 12 27
Limestone and other calcareous 3,051 3,376 3,218 4.000
Sand and gravel (including glass sand) 3,839 3,412 2,833 1,298
S.indstone 221 -- 55 67

Sulfur, elemental, byproduct (recovered) 3,851 11,674 8,981 3,200
Talc, soapstone, steatite and pyrophyllite 39,628 29,638 --

/1 Includes small quantities of diatomite

/2 Estimated on basis of 1 cubic meter - 1300 pounds

Source: US Bureau of Minerals Yearbook 1968



Table 8.3 PRODuCTTON. EXPORTS ANID TMPORTS OF COTTON FAILa

(In Thousand Tons)

Year Production Exports Imports Balance

1960/61 6 4.0 11.9 1.1. 53.2

1961/62 73.0 13.8 2.9' 62.1

1962/63 79.0' 13.3. 0.2. 65.9

1963/64 80.0 14.1. 0.2 66.1,

1964/65 88.0 14.4 -- 73.6

1965/66 80.0 12.2 -- 67.8

1966/67 85.0 17.1 -- 67.9

1967/68 95.08 19.0 __ 76.0

1968/69 95.0 23.0. -- 72.0

A Balance available for home use, i.e. production plus imports
less exports.

Source: The Ministry of Planning



Table 8.4: PRODUCTION. EXPORTS AND IMPORTS OF COTTON YARN

(In TLousand Tons)

Year Production Exports Imports Balance /

1960/61 102.0 19.4i - 82.6

1961/62 111.0 21.1 - 89.9

1962/63 121.0 20.8 - 100.2

1963/614 123.0 31.6 - 91.14

19614/65 131.0 33.1 - 97.9

1965/66 139.0 40.0 - 99.0

1966/67 1148.0 42.14 - :Lo5.6

1967/68 160.0 39.0 1.0 1L20.0

1968/69 162.0 48.0 1.0 :L13.0

/1 Balance available for home use, i.e. production plus JImports
less exports.

Source: The Ministry of Planning



Table 8.5: PRODUCTION OF CRUDE OIL

(Quantities in 1000 Tons)

Year Sinai Other Total Foreign Local
Fields Share Share

1964/65 5,o09 1,288 633-- 6,337

1965/66 4,896 1,5h0 6,436 -- 6,436

1966/67 h,h06 1,933 6039 220 6,117

1967/68 5-,700 5,700 1,9L3 3,757

1968/69 _9 10,939 3,906 7,033

Source: The General Organization for Petroleum



Tible 8.6: ELECTRInCIT 1960/61 - 1968/69

InstaUled Power Net Generated Energy Net Peak
mW Million kwh Load

Year Hydraulic The rnal Total Hydraulic Thennal Total Mr

1960/61 345 1219 1564 627 2504 3131

1961/62 345 1308 1653 1083 2779 31362 680

1962/63 345 1308 1653 1115 3065 4180 7c50

1963/64 345 130& 1653 1446 3317 14763 822

1964/65 34v 1283 1628 16')6 3560 5166 85L

1965/66 345 1482 1827 1773 3904 5677 g31

1966/67 345 1554 1899 1806 4154 5960' 9145

1967/68 1045 1701 2746 2446 3753 6199 l0c0

1968/69 1395 1922 3317 3347 3749 7096, 11c14:

Note: 1) Data of year 1967/68 estimat,ed regarding Net Peak Load and include
High Dam Electric Poifer.

2) These data include Power stELtions belonging to The General Electricity
Corporation, Industrial Firns and Municipal Boards. Data on installed
power and net generated energy in 1968/69 relate to unif'ied powrer
system only.

Source: The Ministry of Economy and Foreign Trade and General ELectricity
Corporation.

I



Table 8.,: EXPORTS OF MANUFACTURED GOODS

(Value in LE 1000)

1961 1962 1963 196h 1965 1966 1967 1968 1969

Cotton Yarn 7,898 12,237 19,137 29,173 31,252 31,6 48 30,568 31,587 38,596
Textiles 6,908 8,678 10,377 12,457 11,939 14,200 15,020 20,661 25,227
Waste, Rags 590 731 936 691 695 1,075 1,151 1,629 1,955
Crude Oil, Products 7,381 15,058 16,723 21,259 13,98h 15,270 960 8,231 18,860
Sugar 2,428 1,854 638 185 588 206 431 2,673 2,7h1
Cigarettes 40 113 223 487 708 830 1,373 273 369
Dehydrated Onions 71L 1,80I 1,973 1,?91 968 1,087 796 1,357 1,282
Dehydrated Garlic 29 103 52 35 20 43 92 84
Edible Preparations 2,237 2,920 5,h73 4,707 4,242 1,h20 1,834 6,222 7,133
Cement 2,720 2,166 1,223 1,h60 2,345 2,266 1,916 5,833 h,327
Mining Products 2,953 2,303 2,510 2,906 2,748 136 352 2,860 2,166
Chemical Products 295 339 471 520 610 2,593 2,587 1,547 2,977
Metal, Engineering, Products 465 685 1,h32 687 457 2,699 4,164 2,6h3 4,5b4
Articles of Leather 8h3 579 792 752 420 208 186 3,134 6,630
Furniture and Wood Products 100 175 163 110 93 188 180 342 1,813
Drugs 50 92 87 1h3 267 4h8 h86 1,053 1,049
Souvenir, Articles
HooKs, Newspaper 1,o61 1,203 1,500 1,514 1,875 1,822 1,022 1,170 1,h27
Other Goods 7,852 [_292 10,724 1,311 51117 7,999 13,595 11,937 2,3h0

TOTAL [4,532; 47,909 62,261 80,005 78,3h3 8h,516 76,662 103,2hh 123,520

Source: Geperal Organization for Trade



Table R R. ESTIMATED TRAFFIC VOLUMES BY FRINCIPAL MDDES

MILLro.Ns OF TONS M LLIONS OF ON-KMS PERCENT INCREASr AND AV'RAGE ANNUAL GROWTH (F)

1964,'65 To 1968/69 196~7/68l ~190 /9
FREIGHT TRAFFIC 1964/65 65/66 66/67 67/68 68/69 1964/65 65/66 66/67 67/6b 68/69 Toni Ton-Ei s Tons TIoe-Em

RAILWAYS 13.3 12.6 11.6 11.4 10.6 3,431 3,361 3,04
6

2,975 2,643 -20.1 (-5.5) -22.b (-6.3) -7,1 -11,2
HIGHWAYS 1/ 21.8 26.0 28.0 33.0 33.5 1,767 2,063 2,501 3,071 3,157 53.7 (11.3) 78.7 (15.6) 1.5 2.7
WATERWAYS 2/3/ 1.3 1.7 1.7 l.b 1.6 800 1,030 1,261 1,407 1,466 23.1 ( 5.5) 80.7 (16.0) 0.0 2.d

TOTAI. d6.L 38.3 41.3 46.0 45.7 7.998 6bE_ E 6,808 7,456 76 Z55 ( 5 9) 20.8 ( 4.9) -0.6 -2.d

KjLLIUNS OF PASSENGERS MILLIONS OF PASENGER-EMS PCRENT INCREASE AND AVERAGE AMNUAL GiWTIT (%)

.1966/65 TO 19bb/69 1967/68 T10-1968/6-9
PASSEIGER TRAFFIC 1966/65 65/66 66/67 67/68 68/69 1964/65 65/66 66/67 67/68 68/69 Pass. PassT-os Pass5769 198/6

RAILWAYS 172.0 18M.5 198.6 189.4 206.3 5,78b 6,170 6,26b 5,512 5,796 19.9 (4.7) 0.0 '0.0) b.9 5.1
HIG-.TOSAYS 4/ 1,308.0 1,393.0 1,468.0 1,43b.0 1,470.0 11,206 11,492 12,052 12,061 12,506 12.4 (3.0) 11.0 (2.8) 2.2 3.7

TOTAL 1,480.0 1,582.5 1,666.6 1,627.4 1,676.3 16,994 17,662 1l,320 17,573 18,302 13.3 (3.2) 7.7 (1.9); 3.0 4.1

FREIGHT DISTRIBUTION BETWEEN MODES (l) FASSENGER DISTRIBUTION BFWk-N_l MODES (A) I.RRAGE LI.NGTH OF PAUL (4)

YEARS RAILWAYS bIGHWAYS WATERWAYS YfEAS RAILWAYS HIGHMAIS TEARS RAILWAYS hIGWA!S WATERWAYS
T TE T TEm T TKm Pass Pass-Ems Pass ass-Kms Freight Passenger Freight Passenger Freight

1964/65 3 6. 5 57.2 59.9 29.5 3.6 13.3 1964/65 11.6 34.1 88.4 65.9 1964/65 258 34 81 9 615
1965/66 32.9 52.0 62.7 32.0 6.4 16.1 1965/66 12.0 36.9 88.0 65.1 1965/66 267 33 86 b 606
1966/67 28.1 44.7 67.8 36.8 6.1 10.5 1906/67 11.9 34.2 oo.l 05.8 1906/67 263 32 89 8 742
19b7/68 26.8 39.9 71.7 41.2 3.5 18.9 1907/68 11.6 31.4 88.4 68.6 1967/68 261 29 03 8 879
1968/69 23.2 36.5 73.3 43.5 3.5 18.9 1968/69 12.3 31.7 87.7 63.3 1968/69 249 28 94 9 904

1/ incliudes 4 public freight companies, otner public organizalion, cooperative trucking societies and private truckers.
2/ Only nationalized corapanies. Additionally sme 3 m. tons are anrually transported for short distarnces mai-nly by privately owned sailboats.
3/ Ton-kros are not real but vIrtual. The real distance is corrected according to the number of locks and bridges, for example, between Cairo and Alexandria the virtual distance is atout 4 tiss the ral,

whereas, between Cairo and Aswar. the virtual distance is around 20% higher than the real osoe.
4/ Includes the Cairo and Alexandria Public Tlransports, Helliopolis Metro (tram) and inter-city bus services.

;burce: Ministry of Planning



Table C,9:_ GAIRO AIRPORT TRAFFIC

No. of Aircraft Passenger Arriva'- 2 Departures (Persons) Incoming and Outgoing Freight (Tons)
Arrivals & Departures

Year (Domestic & Internat.) International'/ Domestic Grand Total International Domestic Grand Total

1965 33,227 968,577 138,720 1,107,297 6,452 1,055 7,507

1966 34,846 1,041.348 170,758 1,212,106 7,032 1,176 8,208

1967 28,824 855,936 117,051 972,987 7,484 1,139 8,623

1968 29,614 976,388 1hO,822 1,117,210 8,989 1,612 10,601

1969 31,331 1,091,450 157,085 1,248,535 10,895 2,093 12,988

ALEXANIRIA AIRPORT TRAFFIC

No. of Aircraft Passenger Arrivals & Departures (Persons) Incoming and Outgoing Freight (Tons)
Arrivals & Departures

Years Domestic & Internat.) International Domestic Grand Total International Domestic Grand Total

1965 2,432 n.a. n.a. 30,102 n.a. n.a. 371

1966 3,109 n.a. n.a. 50,122 n.a. n.a. 482

1967 1,866 n.a. n.a. 30,077 n.a. n.a. 410

1968 3,399 n.a. n.a. 69,771 n.a. n.a. 572

1969 3,652 5,032 59,884 65,876 45 656 701

Source: Ministry of Transport

1/ Includes passengers in transit, which in 1969 totalled 193,725.



Table 8.10: PoRr OF ALEXANDRIA

ACTUAL INCOMING-OUTGOING CARQO 1969-70 AND PROJECTED 1975 AND 1980 1/

(THOUSANDS OF TONS)

ANNUAL
YEARS INCCMING OUTGOING TOTAL INCREASE %

1960 3,721 1,333 5,054 -

1961 3,514 1,352 4,866 -3.7

1962 4,393 1,280 5,673 17.0

1963 5,611 1,654 7,265 28.0

1962 6,083 1,705 7,788 7.3

1965 6,991 1,483 8,474 8.8

1966 7,374 1,651 g,o25 6.5

1967 7,611 1,617 9,228 2.2

1968 6,959 L,872 8,831 -5.3

1969 6,989 2,362 9,351 5.9

1975 13,740 3,540 17,280

1980 17,190 6,120 23,310

1/ Liquid bulk included

A >rage annual increase (Total) 1960o69 - 7.1%

1969-75 - 10.7%

1969-80 - 8.7%

1975-80 - 6.2%

DISTRIBUTION OF TOTAL INCOMINO-OUTGOING CARGO BY MAIN COMMODITY GROUPS

ACTUAL 1965-69 AND PROJECTED 1975 AND 1980

( fO?`ANDs OF TONS)
GENERAL LIQUID

YEARS CARGO GRAIN PHOSPHATES COAL OrHER MINERALS FERTILI ZRS MISCELLANEOUS BULK TOTAL

1965 2,354 1,756 443 315 409 625 410 2,162 8,1474

1966 3,h28 1,280 71 295 189 625 428 2,709 9,025

1967 3,016 1,900 213 46h 152 377 4W° 2,666 9,228

1968 3,259 1,558 167 502 129 598 193 2,425 8,331

1969 3,726 1,900 190 500 129 320 86 2,500 9,351

1975 5,270 2,530 490 2,000 350 540 500 5,600 17,280

19803 6,820 3,000 1,600 2,000 700 660 1,430 7,100 23,310

S;urce: Alexandria Port Authority



Table 8.11: SELECTED STATISTICAL INF'ORCITION ON THE EGYPTIAN RAILWAYS

A. T".1, 1 10I. 8,f1 J,j } (1 ! '-)( C6g. 5/6, 6,4S/6'I 6V("!1 ) i 

Sj1'i !{ 2,6(03 2,603 2,(C07 2,609 2,6Oq
*C,;1!,) 926) 926 926 9.26 926

Dm(JI%1I] sN (e 1 (cl , *r fi r j.dl) 2 25 2525

Si 0A18k.; 2,31!' 2,15;h 2, 62 2,2( 2,2(6
Au] -; J;, ry 1451 14t1 1455 1455 155
Tot;l1 6,258 6,i6h 6,]7G6 6,1.80 6, ? 0 O

Tr~CIk .71.09 7,325 7,1?2 7,131 7,133

13. ol iPo l St')l

Stco7 Tn LacoHr,ti\'C.c 146 146 I 46 146 It6
nD f c {s1 ]~o. .zt. t i vc s 5)S 566 566 565 565
RTai I cw-f; 463 1 7 1 067 Lh70 I77

P'aSSmntrFOiS C.Crs 1,070 1,1214 1,11IS 1,I24o 1,135
Freight Cri 38,31,6 18,6jl7 18,689 19,000 8,141.7

C .','' .J.-'fric

Millioiim of Igson's 172 190 199 ]89 206

ils,;-1m.i'i (i]l lions) 5,788 6,170 6,268 5,512 5,796

D. j;,. T,;te.z,(_... ; t- ._ . . . _ .

S111111 1 G1(i 1] oilas) I,3143 1,21t7 1,311. 1,290 1,31J41
Main TlIn 11,266 12,061 12,593 12,313 12,377

Total 12,609 23,303 13,9014 13,603 13, Y21

1.. Frci T r;~ffi C
_._. __b ____. Te_t

Sc A ,re _t 1 dTexti.'

Per .5.ch ' i- teht '1 rr i5

Frl-if,jht Tcnri 369 368 31,1 367 31h5

C. Avc-e ?e Ca1r'C:. ty

Or ir& c;hF C3r s (tons) 17.6 18.1 18.0 18.5 19.5

H . A-~u C ri I.od ofe I'rei c:'h .

C?rs IA.ci ? B:-,pty (tons) 5.6 5.5 5.o 5.o 5.2

1. I' .'. Lo0 of F:lei.ht

Crns I(aeCj (tOls) 7.3 7.2 6.6 6.5 7.4

J. I oIr ? t.hrtieo to,

Y-ilu ai of Cu:ec,

1' in ll ies 500 rn,
AU)' . .i rv-'a 300 xi* 

}' >1'* l '.' i.i: 1i6 ,1i7.5? axn 514 Kg/c 
0u| e 1.1435 fi.* 

i rh<i5.: 1t59

S r: it! ''- ,. . rv 20},

Source: l;-.i, :l,;



Tab R W T/JU D1SThThJTIO OF mGIwAY IHFFIC BETWDIN DIFFERENT CARRIES

uther Public Cooperative ilelliopolis
Public Freight Organizatioms Trucking Private PASS3EGllS Cairo k'ohlic Alexandria Public Metro Inner-City Total

Cop-anies larius Sect%l ons ocl etieb Truckers Total Tranonort Tranu.ort (Cairo) ouses

2.7 (12.4) 4.o (22.0) 1.6 (7.3) 12.7 (50.3) 21.o (100.0) 1968/69

198/69 7. (23.3) 49 (14.6) 12.1 (36.1) 8.7 (26.0) 33.5 (100.0) ±9L8/69 948 (64.5) 349 (23.7) 91 (6.2) 82 (5.6) 1,470 (100.C)

I -rease ( Jluiors of PaaO-Ks
o4/65-60/69 100.8 2.1 656.3 -31.5 53.7

1908/69 6,170 (49.3) 2,ll0 (16.9) 906 (72) 3,320 (266) 12,506 (100.0)

-Aerage Length of Hanl (Kas)

191bil ft6rl 3-;^ (20.4) 240 (13.6) 155 (8.8) 1,012 (57.2) 1,?67t100.0) 1969/70 6.5 6.o lC. - 4G.5 as

1968/69 1,006 (31.8) 260 (7.9) 1,206 (36.2) 697 (22.1) 3,157(100.19

Increase (9) 179.4 3.3 678.1 -31.1 - 58.7

64/65-68, 69 

Average Length of Haul (Xsw)

1904/65 133 50 97 80 61

1968/69 129 51 100 8A 94

Soarce; linistry of Traneport



Table 8.13: ROAD VEHICIE FLFEI 1957 - 1967

-. 7 -I "3 *7 2

vyU 3?3 :23 86863 >0 32 *. a. :32._ . . w x; tv > < l v r . v 3 - ; 9 2 a v-8 9. 5
7 7 v , 97 1 •47 91 39 L_, 96 2;3.

73 7 22 4027 93• 16)•3 222:126?, ? 5v 60|z99S >A,A L 2 `2
.> .737• .56 ('C .). 98Th8 60S3 21?52 12992'

.jV i,'v JVV n7;~81 508 1C9973 90 -82107 ,72$
9 2837 5503 117028 1363 . 13•97
987;5 . 20. 9 2 3 D 12473 1731 7673 737
.,v 5 2 '89 134279 26 1
109939 5397 (1762:& n. a. (64!10)- 17CJ2

~~~~~~~~~t .-. . , 9vJ1 _.i,

_ .~ ~ ~ ~ ~ ~ ~ ~~~~~~~~~~~~~~~~~.
) 2.° 5.2 37.0, a
7. 3 5.2 7J'; 8.2w 44.oe -0 5.6

A- 1967 5.8 2.3 .G. 38.0w 1.9 7.8

7:roG--lh. rast for taGccs taLai.J eas and totJ~ are from 1957, 1962 and 19641 to 1966.

S/ .tf .. fi.-s5 taoS2

-/ t iztc. SC'l i _ cZcCy

Source: i>str of bransort



Tabl 89.14. CON?ARATI V TflUC KING COSTS

Ton-I&I Costs for 10, 20 and 30 Ton Vthlicles 1/

(Egyptian Nilliemnes)

Includ3s Indirect Taxes

TRAtICOR + S 'rRXIL6,R TRUCK + TRAILER TRUCK
30 TON 20 1T0N 10 TO'{

Fuel0.4 o,s0.56 1.11

Oil 0.13 0.20 0.28

Tires 1.13 I.O 0.88

Wages 1.09 1.66 2.57

Maintenance 0.6:1 0.96 1.69

fl2precia tion 1.37 1.40 1.76

Overheads 0.713 o.96 1.37

Insurance 0.19 0.19 0.26

Taxes(annual) 0. 26 0.41 0.59

Interest 1.07 1.10- 1.36

TOTAL 7.07 8.47 11.87

Equivalent in US$ 1.6;7 1.95 2.73

],7 }o refere;oe to pave.:en~ t :oe, grades, speeds.

Source: The Gene-al. FyDptian
O,gniz3at-oa for In-½ernal Transport



LrNGTH ACCORDINIG TO SuJR:ACE TY? '7UC-ON ASD CLASS

(LKms)
SURFACE TYE FUCTTOAL CLASSIFICATION

MYRS ASP-IIALT 2AIRT:-i TOTAL RUBAL

1965166 9,197 '12,261 21,I458 193 7,930 13,335
'966/67 9,204 12,314 21,518 193 7,990 13,335

1967/68 9,2W4 12,322 21,566 193 8,033 13,335
1968/69 9,279 12,287 21,566 193 8,105 13,268
1969/70 9,334 12,232 21,566 193 8,105 13,268

ASS (Only Paved)

Express 193

1st Class - 2,700

2nd Class 4 Li,323

3.-u W'.ld;J - 2,ZU.d_
TOTAL 9,33h

Source: Ministry of Transport



I



Table 9.1 : COST OF LIVING AND WHOLESALE PRICES

(1939- 100)

Cost of Living General Wholesale Industrial Products
Index Price Index Foodstuffs and Materials

December 1962 296 420 403 438
December 1963 302 425 403 448
December 1964 339 453 445 462
July 1965 353 474 478 471
December 1965 377 490 499 480
July 1966 390 506 529 484
December 1966 394 526 568 485
July 1967 388 551 624 485
December 1967 392 553 618 494
July 1968 381 517 538 497
December 1968 384 531 564 450
July 1969 410 547 560 535

Source: Central Agency for Public Mobilization and Statistics



Table 9.2 : VIAGE SThUICTURE BY SECTOR

(In percent)

1960/61 1961/62 1962/63 1963/64 1964/65 1965/66 1966/67 1967/68

Agriculture 17.5 19.0 18.0 17.6 18.6 20.1 20.3 19.6

Industry and M4ining 13.9 1].7 17.8 17.4 16.8 15.7 15.3 15.8

Electricity o.6 o.6 0.6 0.5 0.5 0.5 0.5 0.5

Construction _ 6.8 6.7 6.6 6.1 5.7 3 X

Total Coimodity - .
Sector 36.8 4W1.1 43.1 42.1 42.0 [42.0 41.6 39.6

Transport and Conmuni-
cation 7.6 7.6 6.9 7.0 7.2 7.5 7.5 7.8

Trade and Finance 13.5 13.3 12.6 12.2 11.4 10.9 10.9 11.4

Housing 0.3 0.3 0.2 0.2 0.2 002 0.2 0.2

Public Utilities 0.8 0.9 0.9 o.8 0.9 0.8 0.8 0,8

Other Services 41.0 36 6.6 37.8 38.4 3.5 40.1

Total Services
Sector 63.2 58.4 57.2 58.0 58.1 57.9 58.4 60.3

GRAND TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: Go,:5Iation on the basis of data from the Contral Agency for Public Mobilization

and Statistics and from the Ministry of Planming.
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