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7/10-13/68 
(Cairo) 

UNITED ARAB REPUBLIC 

Dr. H. El Sayeh, Under Secretary of State, Ministry of Economy 
and Foreign Trade 

Dr. Nazim Abdel Hamid, Governor of the Central Bank of Egypt 

Dr. Sayyid Ahmad Marei, Minister of Agriculture 

Dr. Muhammad Bakr Ahmed, Minister of Land Reclamation 

Ibrahim Zaki Quinnawi, Minister of Irrigation 

Dr. Ali Zayn Al-Abidin Salih, Minister of Transport 

Dr. Mahmoud Gaballah Al-Sayyid, Minister of Planning 

Dr. H.A. El-Tobgy, Under Secretary for Research, Ministry of Agriculture 

Dr. Malek El-Nomrossy, Chief Statistician of the National Family 
Planning Program 

Ambassador Semiah H. Gunver, Turkish Ambassador to the UAR 

Dr. Hassan A. Zaki, Minister of Economy and Foreign Trade 

Ahmed Mashour, Chairman of the Suez Canal Authority 

President Gamel Abdul Nasser 

Mahmoud Fawzi, Special Assistant to the President (former Deputy PM) 

Dr. Mustafa A.E. Ahmed, Senior Staff Member of the Executive 
Conference Program 

Dr. Hussein Said, Chancellor of the American Univ. in Cairo and 
former Minister of Higher Education 

Dr. Ahmed E. Sarhan, Dean of the Institute of Statistical Studies 
and Research, Cairo University 

Dr. Youssef Ikram Sayed, Acting Chairman of the Board, National 
Institute of Management Development, Cairo 

Dr. H.K. Toppozada, Chairman of the Department of OBS/GYN, Faculty 
of Medicine, Alexandria University 



--. .. 

Ministry of Economy & Foreign Trade 

U.A.R. 

Program for U.A.R~~si.::!.._--9L~! & ~_§.,.J~obert s. ~N~ 
President of IBRD 

Tuesdy, Jug 9 

214.5 

2245 

_ wr~~~ftOCI!t~~-~ .. . . ; -,_ 

Arrival at Cairo Airport 

Arrival at Nile Hilton Hotel 

Wednesday Jul;t 10 . 

0830 

0930 

1100 

1215 

1400 

1600 

1900 

2000 

· (A special program .has been. organised for 
!vlrs McNAMARA} 

- Breakfas~ at Hotel with Governor of Central 
Bank of Egypt (Dr, Nazmy .Alv~. ~ .~. Hamid 
and Under Secret ary of Sta~e, Ministry of 
Econo~ & Foreign Trade (Dr. H. EL SAYER) 

':::> I 

- Meeting with Dr. Hassan A. Zaki 
Minister of Economy and Foreign Trade 

- Meeting with Dr. Mahmoud Fawzi 
Special Assistant to the President of 
U.A.R. for Foreign Affairs 

- Meeting wi-ch Dr. EL Sayed Marei 
Minister of Agriculture &. Dr. Mohamed Bakr ~.b. 
.Ahmed, Minister of Land Reclamation, ,Jl.,;....-~:A. 1 ~ --r~ 

- Meeting with Engineer Dr. Aly Zein 
EL ABED"LT Minister of Transport 

- Luncheon on invitation of Ford Foundation 
followed by visit to Giza Pyramids 

- Return to Nile Hilton Hotel 

- Departure Nile Hilton to Mr. & Mrs Dr. 
Hassan A. Zaki domicile far tea, 
specially offered to Mro & Mrs McNAMAHL 

- Departure fo~ Sound & Light Performance 
at Giza Pyr amids (show at 2045) 
Mr! & Mrs McNAMARA & Party · 

2145 - Dinner at Khofo Hall - Pyramids 
Hosted by Dro Hassan A. Zaki - Minister 
of Econo~y and Foreign Trade 
M.c . & Mi.' ,3 McNAMARA & Party 



0?00 

0?30 

10-'5 

1120 

1200 

l2lS 

l}l5 

141.5 

1600 

1'700 

17~ 

1930 

2100 

2245 

0900 

10}0 

1100 

1300 

l40Q 

1.500 -to 
1600 

1600 

- 2 

Mr. & Mrs McNAMARA & Part1 

- Departure Nile Hilton Hotel for .ALMAZA . 
· Airport 

• Departure for ABU SIMBEL (Special Plane) 

.. Arrival. at ABU SIMBEL 

- Leav.tQg to ASSWAN 

~ Arrival at ASSWAN City 

• Visit of High Dam 

-. Visit of ~IMA Co. 

-. I.Ameheon on invitation of Governor 
of Asswan 

• Departure for Luxor City 

• Arrival to Luxor 

~ Visit the Valley of the Kinga 
(Eastern Shore) 

- Return to Western shore and visit to 
Luxor & Karnak. Temples (if time permits) 

.. Beturn to Cairo by :pl.ane 

- Arrival at Cairo Airport 

. 
Mr ~ & Mrs McNAMARA & Party 

~ Departure from Nile Hilton Hotel to visit 
lUL ZAHR.AA Arab Horse Farm 

- Leave for the Barrage 

- Leavo fo~ Sakh~ experimental farm. 
Visit on road of oombill.ed rural 
service oentre 

- Arrival at the Farm 

- Luncheon given by Dr. EL Sayed Marei 
Minister of Agriculture 

~ Visit to the Yarm 

~ Departure for Cairo 



Saturda.y. Jul.y 13 

0900 .. Visit to the Egy:ptian Museum 
Mr! & Mrs McNAMARA &. Party 

1030 - Mr. McNAMARA MeetiiJg .with other 
Ministers and the Director of Suez C~l 
Authority could be arranged on request 
and according to possibilities 

1400 ..... Luncheon (free) 

2100 

- N.B. A special tourist program could be 
arranged so as to match with time 
meeting of H. E. President Nasser 
when :fixed. 

.... DiJ:liler (f'ree) 

Sund.B31 Julz 14 - Day fixed for departure 



GUEST LIST FO~LUNCHEON 

In Honor of Mr. Robert McNamara 

July 10, 1968 

Dr. Mustafa A. E. Ahmed 
senior staff member of the Executive Conference 
Program 

Dr. Malek El-Nomrossy 
Chief Statistician of the National Family Planning 
Program 

Dr. Hussein Said 
Chancellor of the American University in Cairo and 
former Minister of Higher Education (1965-66) 

Dr. Ahmed E. Sarhan 
Dean of the Institute of Statistical Studies and 
Research, Cairo University 

Dr. Youssef Ikram Sayed 
Acting Chairman of the Board, National Institute of 
Management Development, Cairo 

Dr. H. A. El-Tobgy 
Under-Secretary for Research, Ministry of Agriculture 

Dr. H.K. Toppozada 
Chairman of the Department of OBS/GYN, Faculty of 
Medicine, Alexandria University 





FORM No . 57 INTERNATIONAL DEVELOPMENl l INTER~A7 ! 0 AL BANK FOR 
ASSO CIATION ~ RECQ ST 0CT10 AND DEVELOPMENT 

TO: Mr . Rainer B. Stechan 

I TERNATIONAL FINANCE 
CORPORATIO 

OAT : Ju .... e 27, 196 

FROM: ~ illiam Clar <. if-

SUBJECT: Arrangements in the U .A.R. 

I ~ .... ve receive the follo\Ji:-.g :.:.1·co:..:-.::.a. ·:::io:. f::o·! 
~es iden Rep~ sen~ative in Cairo (~ lugo3:~v ~~~c 

via Ne-.;.v lor:<. 

t .e ~-. r • 
Pa ·icic) 

l . ve are staying at -he Hi:co~ Ectel. 
provided by the Egyp·ian Gov rnm 4t, 4r 

..... n ofJ...:.ce~l., b 
s '-a£ fed by DP . 

2 . T- e .r/iniste ... in charge of our visi·- is Hc...ssan ; bbc:s Za,·y, 
Yinister of ~con~ ic ... £fairs a~ ·oreign :rade. 

3. ppoi-:.1 mer..-::s are being made fo:: 4~~'-. :-:c.~.:a:.:a:: to s e 
Presidc:..·4·;: ~"i'a ser. ...~.nd t .e fo m..r:!-ng Mir .. ::st r : 

Tra:1snort; 
Agricu ture; 
Ag::aria Reform 
LQ·:1d eclamatio ... 

oreign f·cairs 

a .. d. of course Zaky . 

4- . .. pr:!-vate plane vJill be laid o ~o .:.:..1.~e us to S1;·7an and 
"a s:: e trip to Luxor" would e c..v ila :.e if r quir d . i y·-
it 1ould e e uired! 

T"TIC:.'-4rk: sf 
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United Arab Republic - (i) UAR Expectations 
(ii) People to See 

Expectations 

DATE: June 27 , 1968 

DECLASSIFIED 

APR 0 1 2013 
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One thing which may not come out of the briefing I gave you 
sufficiently clearly is what the Egyptians may be expecting from you . 
Looking at the course of the relationship between the Bank and the 
UAR since Mr . Woods ' visit to Cairo in January 1966, it seems highly 
likely that they will expect the Bank now to be quite forthcoming . 
As you may know , in May of last year , the Egyptians were on the very 
point of reaching agreement with the International Monetary Fund on 
a stabilization program and a change in the exchange system . Based 
on an examination of the economy by an economic mission from the 
Bank, the Egyptians were at that time told that , assuming the stabiliza
tion program was carried out , the Bank was actively planning to send 
a team to Egypt to prepare and appraise projects for financing . 
That is to say , taking into account the expected stabilization 
program, we were at that point satisfied enough with Egypt ' s 
performance to go ahead with a program which would lead to fairly 
prompt lending, initially on a modest scale (about $20-25 million) 
but with the prospect for larger assistance if their economic policies 
developed soundly . A few days later the crisis began, culminating in 
the war . 

Because of the war , the stabilization program did not take place 
on schedule and in the war ' s aftermath , including the closed Canal, 
the Egyptians did not expect the Bank to move forward . However, in 
September, at the Annual Meeting , Dr . Hassan Abbas Zaki , the lunister 
of Economy and Foreign Trade, was persuaded by Mr . Woods and others 
to make the payment due on the Suez Canal loan and thus not jeopardize 
what was left of the UAR ' s international credit . No promises were 
made to him, but from that point on relations began to warm up again . 
I visited Cairo in early December and a full economic mission followed 
in March . In February the UAR cleared itself with the IMF and went 
a considerable way towar ds implementing the stabilization program 
worked out earlier . 

Because of the war and its consequences, the UAR ' s "economic 
performance" today is l ess satisfact ory than it was a year ago but 
I would guess t hat the Egyptians , with s ome justification, f eel that 
on the economic front they have performed well in difficult circum
stances and I would be surprised if they do not expect now to be re
warded by a significant warming up of the relationship between the 
Bank and the UAR . As I said the other morning, their measure of this 

President has._~eell 



/ 

/ 

Mr. Robert S. McNamara - 2 - June 27, 1968 

warming up would be in terms of the amount and timing of finance they 
can expect--or possibly some clear political gain to be achieved through 
the offices of the Bank--rather than in terms of advice on economic 
matters we might be ready to proffer them. It seems to me there is 
a strong possibility that they will expect more than you will wish to 
give them. If this proves to be true, you will need to be ready to 
deal with their disappointment. 

People to See 

We touched that morning on the question of whom you should see. 
In addition to Nasser himself, I suggest the following: 

Hassan Abbas Zaki, Minister of Economy and Foreign Trade, Governor of 
the IBRD for the UAR, and our principal point of 
contact. As such it may well be that he should be 
the one to make all the other appointments. He is 
a civil servant rather than a politician. 

Muhammad Sidki Sulayman, Minister of Power and the High Dam and Chairman 
of the Economic Committee of the Cabinet. A taciturn 
man who has borne responsibility for the construction 
and exploitation of the High Dam and has dealt closely 
with the Russians in the course of this responsibility. 
An engineer and Army officer by background and not 
always comfortable in discussion of economic matters. 

Aziz Sidki, Minister of Industry, Petroleum and Mineral Resources . An 
energetic and articulate man. Seems well-acquainted 
with the U.S. He is responsible for industrial policy 
and is identified with both its successes and failures. 

Sayyid Ahmad Marei, Minister of Agriculture and Agrarian Reform. A large
scale farmer himself. He is well-acquainted with the 
technical problems . Perhaps less well-acquainted 
1rlth the concepts of agricultural project evaluation 
as practiced by the Bank. 

Mahmoud Riyad, Minister of Foreign Affairs. I did not meet him. 

Mahmoud Gaballah Al-Sayyid, Minister of Planning . This function does not 
carry much weight in Egypt. Mr. Al-Sayyid is new in 
this post and I do not know whether he has much personal 
stature. He is,however, an experienced Government 
advisor and was Under Secretary in the Ministry of 
Planning under Kaissouni. 

Ahmed Nazmy Abdel Hamid, Governor of the Central Bank . Perhaps you should 
pay a courtesy visit but through his work he is less 
directly connected with Bank matters than most ol the 
Ministers mentioned above. 



Mr . Robert S . McNamara - 3 - June 27 , 1968 
/ 

~- Mahmoud Fawzj:, responsible for foreign affairs throughout Nasser ' s 
time and, though no longer in the Cabinet, continues 
to be his assistant for foreign affairs . 

There are others about whom I have more question . Abdel Moneim 
Kaissouni was from 1954-66 the principal Minister concerned with 
economic policy but since then has been pushed to the sidelines and 
now is no longer in the Cabinet . He was until 1966 the principal 
contact between the Bank and Egypt and is well and favourably known 
to Mr . Black, Mr . Woods and many others . While be was previously 
close to Nasser it is difficult to estimate how much influence he may 
wield today . He is considered "pro-Westn and as such is at present 
probably officially out of favor . Mr . El Emary advises me that while 
it would be useful for you to talk to him if he comes to you or is at 
some general gathering, it might hurt him (and possibly the Bank) if 
you were to seek him out if he is really in disfavour . 

Of less interest to you would probably be the Minister of the 
Treasury, Abd Al-Aziz Higazi, for thi s Ministry played so far a minor 
part in policy formulation . I understand , however , that he has fairly 
realistic views on the economic situation and will try to give his 
Ministry, which he took over in March , a larger role in policy matters . 
He was formerly connected with Kaissouni in an advisory capacity . 
We have no knowledge about the new Minister of Irrigation, Ibrahim 
Zaki Qinnawi . His Ministry is essentially a technical one concerned 
with irrigation works rather than irrigation as an aspect of agricultural 
policy . 
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Your visit to Cairo 
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WBG ARCHIVES 

CONFIDENTIAL 

~ /3~ "4-v~ 
You will remember that just before you left the States for the 

second time on your way to Indonesia, Dr. Ghorbal, the Minister 
in charge of Egyptian affairs in Washington, reported that the 
authorities in Cairo would prefer your visit to take place a little 
later than the 6th of July as you had originally planned. You asked 
me to tell Dr. Ghorbal that if absolutely necessary you could alter 
your arrival in Cairo to late on the 9th of July. I told Dr. Ghorbal 
t his and subsequently heard back from him and cabled you the results 
in Indonesia. A copy of my cable is attached. 

I am not sure whether you ever received my cable. In any event, 
if you are agreeable that the date of the 9th be definitely confirmed, 
I suggest that Dr. Ghorbal should be told. As you will see from my 
cable, the Egyptians wonder whether you will be able to stay longer 
than the 13th. It is not too early for us also to firm up the date 
of your departure, confirming the 13th or giving whatever other dates 
you wish. 

Unless you wish your office to take care of this, I shall be 
glad to do it for ypu. 

I expect to get to you tomorrow a complete briefing on the Bank's 
relations with the UAR. If there is anything else you would like me 
to do, please let me know. My wife and I have also been invited to 
the Ghorbal dinner. 

Enclosure 

MLL·ms 
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FOuR 

!:1iedle East. and l~orth Airica 

NLL:l s 

---- ·----

JU!IZ 111 1968 

LT 

c . c. !!r. K!1app 
(Cable s~..ould be kept, 

confi<wntial) 

c. c. Mr. McNamara• s office 

. -

/ 
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Statement of Mr. Robert S. McNamara, 
P~esident of the World Bank, at the 
Airport leaving U.AoR. for Was~ton 

1968 

I have had · . J:. ucaful and enjoyab e vi it to the 

resident Nasser, and many of his Ministers, 

..;ell as visiting the High Dam at A swan, some of your 

agricultural projects in the Delta, and several of your 

great monuments of antiquity. I am most grateful to the 

President for his courtesy in seeing me, and to the 

Government for the splendid arrangements they made for 

this visit. 

The object of my visit was to see how the economic 

development of Egypt was proceeding, and how the World 

Bank, as a develop~~nt agency, could be useful to one of 

its members which has great problems and great potential. 
L-_..- ~(L.I 

I am sure that -we can be helpful, and after seeing 
I\ 

something of your country end its government, I am sure that you 

can make good use of our help. I do not think we should wait 

for your problems to disappear or be solved before we give 

help, for the need for development is urgent. 



' )Ito 
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But we at the World Bank have problems too;; the 
I 

International Development -Association which make1s the type 

of loan that is most sui table for this country! / eco·n· omy, -
/1 -o{ AJ.JJ ~ -~ ,_.,/ .,{'<' -· c1 ;.b.. 

is still awaiting a replenishment of its fUnds ;:illl\..tbat / -/'-< ~.b 

is accomplished we are greatly hampered in our work of 

development all over the world, not just here. 

-- soon as funds~ome·-avai-1--able-,-the-Bao.k~an be in-to
~ <)4., -zo-A--._ 7~ .;;h-e- t 7Z; ~ .c""--
~participate. more f ly in the economic development of this 

country • . 

) :.q" 
~ 



Cabinet Members as of March 20, 1968 - United Arab Republic 

/ 

·~ Presid~"1.t and Prime l'dnister 
Deputy- Prime Minister and Minister 

of Awqaf (Charitable Trusts) 
Minister of Agriculture and Agrarian Reform 
Minister of Communications 
Minister of Culture 

~ * Minister of Economy· and Foreign Trade 
Minister of Education 

/ 

/ 

I 

* Minister of Foreign Affairs 
Minister of Health 

* Minister of Higher Education 
Minister of Housing and Public Utilities 

* Minister of Industry, Petroleum and Mineral 
Resources 

l1inister of Interior 
Minister of Irrigation 
Minister of Justice 
Minister of Labor 
Minister of Land Reclaaation 
Minister of Local Administration 
Minister of National Guidance 

I ·:E- M:inis ter of Planning 
/ * Hinister of Power and High Dam 

Minister of Scientific Research 
Minister of Social Affairs and 

State Hinister for National 

v 
.; 
v 

Assembly Affairs 
Minister of State 
Minister of Supply and InternaJ. Trade 
Minister of Tourism 

* Minister of Transport 
* Minister of the Treasury· 

Hinister of ~Tar 
Minister of War Production 
}tinister of Youth 

* Biographical sketches follow. 

Nasser, Gamal Abdel 

Al-Shafii, Hussain Mahmud 
Ivlarei, Sayyid Ahmad 
Badir, Kamal Henri 
Ukasha, Tharwat 
Zaki, Hassan Abbas 
Murad, Muhammad Hilmi (New) 
Riyad, Hahmoud 
Al-Muhandis, Muhammad Al-Nabasi 
Shukair, Muhammad.Labib 
MUstafa, Hassan Hassan 

Sidki, Aziz 
Guma, Sharavrl }fuhammad 
Qinna~-ri, Ibrahim Za~i (Hew) 
Abu Nusayr, Muhammad (Nmv) 
Rifat, Kamal Al-Din Hahrm.1d 
Ahmad, Muhammad Bakr 
Abu Al-Nur, Abd Al-1~sin 
Faiq, Muhammad Muhai1unad 
Al-Sayyid, Mahmoud Gaballah (New) 
Sulayman, Huhamrnad Sid.l.ci 
Ahmad, Ah.rnad 11ustafa 

Da.ud, Diya Al-Din 1'-iuharnmad 
Huwaydi, Amin Ha'llid 
Marziban, Muha..Tfllnad Abdallah (New) 
Ghanim, Muh&"Tlmad Hafiz (Nevr) 
Salih, Ali Zayn Al-Abidin (New) 
Higazi, Abd Al-Aziz Muhammad (Ne-w-) 
Fawzi, Huhammad 
Al-Bishri, Muha."1tmad Abd Al-1vahhab 
Abu Al-Izz, Mu...~ar:nnad Safi Al-Din 



Biographical Sketches of Certain Cabinet Members, 

Prominent Officials and Former Officials 

NASSER, Gamal Abdel - President and Prime Minister 

Born - Minya in Upper Egypt, 1918 
Graduated - Military Academy (with distinction) 
Teaching Staff, Military Academy, 1942 
Army· Officer (Colonel) 1942-1952, served Palestine War 1948/49. 
Led coup d'etat July 23, 1952 
Deputy Prime Minister and Hinister of Interior 1953/54 
Prime Minister and Military Governor of Egypt 1954-56. 
President of Eg~~t 1956-5 
President of United Arab Republic 1958-67. 
Chairman Arab Socialist Union 1962-
President and Prime Hinister 1967-

Certain Present Cabinet Members 

SULAYI1AN, Muharmned Sidki (often referred to as Sidki Sulayma.Tl ) -· 
Minister of Potv-er and High Dam 

Born - 1919 
Army Engineer 
Secretary General Ministry of Planning - dates? 
Minister of High Dam 1962-66 
Prime Hinister September 1966 - June 1967 
Deputy Prime Minister and ltinister of Industry and Power, June 1967 - March 1968 
Minister of Power and Hig..lt Dam (Chairman of Ministerial Comrai ttee 

of Economic Affairs) March 1968 -

ZAKI, Hassan Abbas - Minister of Economy· and Forei~n Trade -
Governor of the Bank and Fund 

Born - Port Said, 1917 
Graduated - Cairo University, 1938 
Commercial Attache, 1952-55 
Director of Foreign Exchange 
Controller in the Bank of Egypt, 1955-57 
Minister of Economy· and Supply and the Treasury·, 1958 
President Bank Misr, 1961 
Ambassador to Rumania, 1962 
~DL~ister of Economy· and Foreign Trade (Governor of the World Baru{), 1966 -



- 2 -

AL-SAYYID, Mahmoud Gaballah - Newly Appointed Minister of Planning 

Born - 1916 
Graduated - Cairo University, 1938 - agricultural economics 

M.A. University of Wisconsin, 1953 
Professor and Dean of Agr icultural Economy, Cairo University 
Under Secretary, Ministry of Planning 1963-1968 
Minister of Planning, March 1968 -

HIGAZ!._,. Abdel Aziz - Newly Appointed Minister of Treasury 

Born - 1923 
Graduated - Cairo University, B.A., 1944 - Cormnerce (Accounting) 

J 

Birmingham University, PhD., 1951 - Accounting and Management 
Dean College of Commerce, Ain Shams University until March 1968 
Member, Cairo Governate Council until March 1968 
Minister of Treasury - March 1968 -

MAREI, Sayyid Ahmad - Minister of Agriculture and A~rarian Reform 

Born - 1913 
Graduated - University of Cairo - Agriculture 
Farmer and exporter-importer for several years after graduation 
Member, Egyptian House of Commons, 1944 
Delegate m€mber, Higher Committee for Agrarian Reform, 1952 -
Chairman, Agric. Coop. Credit Baruc, 1955 -

(Initiated supervised credit system) 
Minister of State for Agrarian Reform, 1956-57 
Minister of Agriculture and Agrarian Reform, 1957-58 
Central Minister Agriculture Agrarian Reform in the Q~R 1958-61 
Deputy· Speaker National Assembly 1962-67 
Minister of Agriculture;. and Agrarian Reform 1967 -
Managing Director, Bank Misr 

SIDKY.z_~ziz -:_ _lfi~ister of Industry, Petroleum and :tt.d.neral Resources 
Ho~913± 
Minister of Industry - 1962/63 
Deputy Prime Minister for Industry· and }uneral Wealth, 1964/65 
Minister of Industry, Petroleum and Mir1eral Resources, 1967 -

SALIH, Ali Zayn - Nm-rly Appointed Minister of Transport 

Born - 1917 
Graduated - University of Cairo, EME, 1940 
Management staff, Misr and Ain Shams Oasis Electric Railways Company 
Board President, Engineering Industries Organization 1965-1968 
Minister of Transport - March 1968 -
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SHU~~IR, Muhammed Labib - Minister of Higher Education 
Born 1920:!: 
Minister of State for Planning, 1964 
Minister of Economy and Foreign 'I'rade, 1964/66 
President, Economic Commission Organization for African Unity, Cairo, 1965 
Minister of Planning, 1966/67 
Minister of Higher Education, 1967 -

RIYAD, Mab~oud - Minister of Foreign Affairs 

Born - 1917 
Gracmated - Military Academy· and General Staff College 
Egyptian Representative to Hixed Armasture Commission, 1949-52 
Director, Department of Arab Affairs, MLnistry· of Foreign Affairs, 1958-62 
Chairman of delegation to U.N. Economic Commission of Africa and . 

Permanent Representative to U.N. 1962-64 
Minister of Foreign Affairs under Deputy· Prime Minister for 

Foreign Affairs 1964/67 
Minister of Foreign Affairs 1967 -

(Note: the President's Assistant for Foreign Affairs since 1967, 
Mahmoud Fal-Izy, continues to be a very influential figure.) 



Prominent Officials .who are not Cabinet Members 

FA'tlZY, Mahmond 

Born, 1900 
U1uversities of Cairo, Rome, Liverpool and Columbia. 
Several diplomatic posts 1926-1946 
Permanent Representative of Egypt to U.N. 1946 
Ambassador to Great Britain 1952 
Minister of Foreign Affairs 19.58-196h 
Member Presidency Council 1962-1964 
Deputy Prime }finister for Foreign Affairs, 1964-1967 
President's Assistant for Foreign Affairs, 1967-

~UNA~ Muhammed Abdel-Khalek 

Born, 1898 
Cairo University and Cambridge University 
Diplomatic Service in Belgium, It.aly,Germany, Czechoslovakia 
Governor of Alexandria 1942 
Under Secretary of State for Foreign Affairs, 1948 
Several ministries in pre-revolution cabinets, 1949-1952 
Secretary General of the League of Arab States since 1952 

Prominent Former Cabinet Members 

KAISSOUNiz Abdel Moneim 

Born Cairo , 1916 
PhD. - London School of Economics 
ll1F Staff Economist, 1946-1950 
Director of Research, National Bank of Egypt 1954 
}.iinister of Economy and/ or Treasury and Deputy Prime Yd.nister 

from 1954 to September 1966 
Absent. from the Cabinet from September 1966 to June 1967 
Minister of Plann..ing, June 1967 to Narch 1968 

SABRY, Ali 

Born, 1920 
Military Academy and Air Force Academy 
Fought in Palestine \-~Tar , 1948 
Minister for Presidential Affairs, 1957-1962 
Prime Minister 1964-1965 
Vice President 1965-1967 
Deputy Prime Y.tinister 1967-March 1968 
Secretary General of the ASU, 1965-Hay 1968 
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YOU :t--IES, Hahmou d 

Born, 1912 
_Royal College of Engineers, Cairo 
University and Staff Officers College 
Several posts as an engineer, 1937-1956 
Deputy Chairman and Managing Director of the 

Suez Canal Authority, 1956 
Cl-1ai=.a;t of t~g Sus~ C aaal :ka bl,.en S. re:y, 19~6. 
Chairman of the Suez Canal Authority, 1957-1965 
Deputy Prime Minister for Transport and Communications, 1965-1966 
Deputy Prime Hinister for Electric Pow·er , Oil and l1ining 1966-1967 
Minister of Transport and Communications, 1967-March 1968 

MOHIEDDIN, Za.karia 

Born, 1918 
Military College ru1d Staff Officers College, Cairo 
Former Lecturer, ¥dlitary College and Staff Officers 1 College 
Director General of Intelligence 
Minister of Interior, 1958-1962 
Vice-President and Chairman of Am·ran Dam Committee, 1961-1962 
Member of Presidency Council, 1962-1964 
Hember of the Executive Committee of the ASU, 1964-1968 
Deputy Prime }unister, 1964-1965 
Prime Minister and }finister of the Interior, 1965-1966 
Deputy Prime l'dnister, June 1967-Harch 1968 
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FoRM No. 57 

TO: 

FROM: 

SUBJECT: 

INTERNATIONAL DEVELOPMENT I INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE 
ASSO C IATION RECONSTRUCTION AND DEVELOPMENT CORPORATION 

11 CONFIDENTIAL" OFFICE MEMORANDUM 
Mr. Robert s. McNamara DECLASSIFIED 

APR 0 1 2013 
DATE: June 18, 1968 

Michael L. Lejeune 
WBG ARCHIVES 

UNITED ARAB REPUBLIC - Background Information and Documents 

As background for your visit to Cairo, there are assembled in 
this volume a number of papers on various subjects, some of which 
you will have seen separately previously. Please refer to the Table 
of Contents for details. 

A possible long-term strategy for the Bank Group is covered 
primarily in the Five-Year Outlook Paper where it will be found 
in Section 5 on page 7 of that paper. 

For the discussion on our immediate position vis~vis the UAR, 
please see in particular the papers for the Loan Committee Meeting 
(Attachment C 2). You will note that I have recommended a package 
consisting of a project which could be prepared fairly quickly (and 
without difficulties) and of technical assistance in carrying out 
several studies. This recommendation was discussed in detail by the 
Loan Commitee. You asked for a note on the state of readiness of 
possible projects - particularly agricultural project • This note is 
to be found as the first i tern under Part D. 

• 

Attachment 

cc to Mr. J. Burke Knapp 

1\....... 

_.,..,,.,._.,......,. ---~~ /{ 

- ~r;n_Ctt-
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UNITED ARAB REPUBLIC 

Relations with the Bank and IDA 

The Bank's r elationship with Egypt goes back to 1952 when the Bank 
was first informed about the As't-Jan Dam project. Nr. Black visited Cairo 
early in 1953, and the Bankt s staff follo1·Ied tho planning and prepara
tion of the project closely, including a misston of five months duration 
in 1954 and 1955 during 1-lhich a detailed study was madeo An agreement 
in principle between Hro Black and the Egyptian authorities on the Bank's 
participation in an amount equivalent to $200 miJJ.ion was announced in 
J.i'ebruary, 1956, subject to the approv-al of the Egyptian council of 
Ministers and the Bank's Executive Directors. This would have prov-ided 
half of the estimated foreign exchange requirements for the project, the 
remainder to come from tbe Uc. So and British Governments in the form of 
grant funds of at least $70 million and other financing to be a:rranged o 
It was, therefore, embarrassing to the Bank v1hen the offer of bila t eral 
a("'sistance from t.he Unit.ed States and Greet Britain was \vi thdra1.zn in 
July, 1956. 

After the September , 1956 Suez cr1. r-as, Genera 1 Raymond \~be eler s 
Engineering Consultant to the &lnk, and an engj_noer from thEi Bank • s staff 
were relensed on loan to the United Na tions to supervise the clea.:ring of 
the S1lez Canal. from Novembt.=n, 1956 1mtil Apri l, 1957, when the Hork 1·JI:ls 

completed " The Bank also acted as fiscal agent in respect. of the funds 
contributed by u. Ntl mGmber countries to-v.:ards the clearir:.z ope::cations~ 

During the first six months of 1953, the Bank lent its good offices 
in the settlement of the terms of the compensation to be pai.d by thr:J 
United Arab Republic as a consequence of the Suez Canal nationaliza tio:-1, 
whicb led to a final agreement signed on July 13, 1958$ The B:ln.k also 
acted as fiscal agent for the compensation payments. 

Again in February, 19)9 Mro Black mediated in a.n agreement bet-v;een 
the British and Egyptian Governments concerning fin.anc.:ial and corrur~.c rciaJ. 

relations and Bri.tish property in Egypt. 

The loan of $)6.5 million to the Suez Canal Authority for a pr ogram 
of improvements to the Canal in December, 1959 culminated this seriBs of 
relationships with the United Arab Republico 

Since 1959 there have been frequ.ent exchange s of vieHs but no opera
tions~ An economic mission visited the UAR in 1962, but disputes arising 
out of the nationalization of all major enterprises in 1961 and a dete~i
orating financia l situation prevented furt.har lending • .n visit by Mroo 

1Noods to Cdiro in January, 1966 v-ra s follm~ed by an economic nn.ssion :in 
February, 196( and a visit of Bank staff in September, 1966 to discuss tbe 
nrl.ssiont s findings <~ FaiJ..ure to come to agreement 1ri th the IHF precluded 
any Bank ope..rat.ion until Spring, 1967 vJhen agreement ill th the Fund }Jas 
closeo Plans for discussions in Surcc:l.erl' 1967 about .future operations 
could not be cnrried out because of the Ar<:1.b/Israe]j_ war in ju_ne . 
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Nevertheless, discussions between Hr. \.tJoods and Hr. Zaki, the Hinister 
of Economy and Foreign Trade, at the Annual Heating in September, 1967 
rrere congenial and resulted in the Government meeting ·the p:lyrnents due 
on the Suez Canal loan at a time when the Egyptians ·Here considering 
pleading that special circumstances j ustified some reschedulingo Hr. 
Le j eune and Mro Hartwich visited Cairo in December, 1967 for general 
discussions, and this vJas foll01-Jed by an economic mission i n !'.a.rch, 1968o 

Because of the absence of any Bank lending to t he UAR for many years , ~ 
t here is a skeptical at.ti tude on the part of some Cabinet members and high · 
officials toHards the prospects of financing from the Bank group. As a 
r esult the Bank has not bad, and cam1ot expect immediately to have, much 
i nfluence on development policyo If lending operations are resumed this 
may chango, although the degree to which Egypt is open to influence by 
aid donors is hard to guess and much 1-rl.ll depend on the manner. in which 
advice i s offeredo 

June 18, 1968 
Middle East and North Africa Department 





United · A~ab Republic 

BruL~ Lending as of May· 31, 1968 

Loan No. Year Borrmver Purpose Amount Undisbursed 

243 1959 Suez Canal Canal 
Authority improvement 56.5 

Total 56.5 

Total now held 
by Bank 33.5 

Facts on Membership in Bank Group 

Bank 9% Capital Subscription 

$12.79 million. No release. 

IDA Subscription 

Part II Member. 90% subscription ~$4 .572 million) not released. 

IFC 

There are no IFC investments in the UAR and no active applications. Prospects for 
future investments are doubtful because of the restrictions on d?rnestic and foreign 
private investment. 

Holdings of Bank Bonds 

None. 

Settlement of Inves~ment Disputes 

Convention neither signed nor ratified. The UAR is not against the Convention in 
principle, but is not likely to sign it in the near future. 





UNITED ARAB REPL"BJ~ C 

Political Situation 

By a rather extons:t ve Cabinet change on !1arch 20, 1968 and the 
announcement of a ne-r; political program in a major speech on Harch 30, 
President Nasser has been endeavoring to respond to gro1tJ:i.ng criticisms 
of his regime that were reflected in demonstrations by workers and 
students in Cairo during February 1968 The program aims at further 
modernization of the Egyptian state and society with emphasis upon 
11democracyu, scj_enee ,and technology. The program includes a fairly 
detailed, step by step, plan of action, such as the national plebescite 
which was held on Hay 2 to gain general endorsement for the program and 
elections to be held in late June for a national congress of the Arab 
Socialist Union (the official Party), which would then meet on July 23 
(the sixteenth anniversary of the Revolution) to appoint a central corrmri.t-· 
tee. The central committee might in turn bB expected to take over the 
dra-vJing up of a new· constitution vJhich has been bogged dm-Jn in the ju.r·.:.s
diction of the present N~ tional Assembly J vJhose term is about to expire o 

The Arab Socialist Union has been more submissive in the past to President 
Nasser 1 s will than the l\,"ra tional Assembly, and it rerr..ains to be seen vrha t 
the chaiacter of the newly elected Party Congress -vrlll be and what rela
tionship vdll be established betw·een the Party and the Assembly or if the 
Na tiona1 Assernb1y will be abolished under a ne~v constitution., 

The change in the Cabinet removed several of the 11:inisters 1vho had 
held positions of significant influence in the past, including Hessrs. 
Mohieddin, Al~t. Sabry, Yunis and Kaissmmy, and brought in as replacements 
men of considerable professional distinctior.. but little, if any, previous 
political or administr'd ti ve responsibility. Ali Sabry kept his post of 
Secretary-General of the Arab Socialist Union after the dissolution of the 
Cabinet but has since resigned to run for Party elections. 

Extensive changes have also taken place in the assignments of pl"O

vincial and local authorities and of diplomat5.c and managerial personnel$ 
Many military officers, in ~rticular, who have held such positions have 
been transfe-rred or retired. Some, like Ali &:1bry, may be standing for 
elections in tbe Arab Socialist Uniona 

Public reaction to these measures so far appears to be favorable but 
skeptical. It may be that cne of their principal effects will be to center 
on President Nasser himself sor:1e of the dissatisfaction and criticism pre
viously directed at v-rell-h.'Tim·rn goverm:wnt and military figures. He may 
become m.:)re exposed poli ~tica1ly. 

In terms of foraign policy there does not appear to be any great change 
in Presiden.t ~Jasser' s desire to do business with both East and \-Jest~ ·statements 
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by Egyptian officials to the Bank's recent econorn..ic mission were in terms 
of their hopes for continuing equal reliance upon Eastern and Western sources 
for economic aid. Arms aid, of course, bas come predominantly from the Soviet 
Union. Some officials indicated that the Government would be interested in 
receiving proposals for foreign private investment in the Egyptian chemical 
fertilizer industry if that were possible. 

The prospects for the settlement of the Arab/Israeli r.1ar today seem no 
better than they have been for many months. In t.his complicated and passionate 
politica l affair the &1nk has no special insighto It would seem only prudent 
to consider our relationship with the UAR on the assumption that a settlement 
may be a long v.ray a1-.my. 

A list of the present Cabinet members is given below followed by bio
graphical i nformation on the principal members and on other prom=i;nent 
Egyptians. vJe shall endeavor to amplify this with some comments before you 
leave. The cabinet changes lvere made a feH days before our economic mission's 
departure. The members of the mission met T,d th several of the ne1v- Hinisters 
briefly j ust before leaving Egypt. 

June 18, 1968 
Middle East and North Africa Department 
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; ; \three Arab countries (KuHai t, Libya and Saudi Arabia) of 1 95 million·,. ·: ; · 
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: '· .': ··. · .. · ·' :_·.;/ · .···: : .: · · : . ~ . ·./ .. .. _ .. of intent to talco action on tho rate of exchange problem. Any : .. · · ·· ·····:·. ·. : 

I .. _-Z·:--. ~ : __ ·: : _. .. _-: ·<: ·; ··.:: ~· _._: .. .- .·.:.-,._._.·· further I•'und operation in the UAR Hill have to be made within · ·· <.· _: ~ - ~:·· · · 
· · · :_·. ~:~·-;.:.:. · . · · ;.,· :· _: _:_: . :· -: ,,.·; >- the framci'Tork of a standby aerecment for rThich an exchange rate · · .. ;-,. · ·: .. : . . ·: , 

- ~ .- -'_:_::; ; _:_ · -';.· _:.:·. _·_ ·: · :J . . ·: .: .: : .. adjustment will bo a. precondition. ·. : .· ' · /. · _._ ·. = 

;~:'.' -L:>· 7.::~ .; i: :··:. ·;::,::: . ... ·: .·:..·_.: _,.-:·:··., .·· . . - ~ •·. :'·.: ,.- ,·,, : >.· 
:· . - ~·::- .;.·:.<_<._:.,;_· .. :.·.' _. .· ':. ·_ . .. · . ..-:. ::· :.~ ::·> .~ ., It is impossible at this stage to make any estimate about 
: · : ;~: . · : : ·_: :~ ~·-.-. . · ·· · : .. _ .. · -: - ~~:-.·_the size of future capital infl01-TSo This will depend on (a) 

. !_·· ; .· - :·.:~~:; ·-_: ·; ·( :~ :.-: . :· . · _.,· <·· .· . uhether a · reschedul.:irle. oper ati?n for existing external debt can . .. ·-:,. · . ...: . -~ 

.. ' :._ .,:_:._ ::_ ':.:_~_-.... : .. -.·:·: .. :.~.~:::·-·.·.··_.::_._:: _ .. <_·.·.· .· .. ··. : . . · .. ~~~rt~~e~Jb~an t~~t~ea~~~~~n~~w J~~~ T~fi~~) a t~~l~~:~ ~~ / · · ~~ 
'_, :. · . ... ... ' · · the present problems without opening normal channels of aid from '.·. · ... :··, · \ 

:=: . . 1.·.,.,: ·•·. ·. • ·. · .·,-; ·. \-Jestern countries ·and international institutions and without, a - ,- ~ ... - .. ·: · 
;-~: -~~ ·: .. .':·· ·.:-.' : -': ~ -- ;· .: . :.- • . • l · .: : :_· •• rescheduling operation ldll be extremely difficult, if not.$ im.-· ;. · : ·~ . · .· -'.' 
: · ~ : . - ~· :. · ~. : ..•.. >_·_._.:· , -:,'_.:~ . :·. · · . · : · · ·.·• ··. • · possible o -.~ .. · .. , : . _; .' .· • . . • . • · : \ . · •· . • · ~ : . .. :. -.:'. - • ; • 

:i : .. . . ·:-. '. ·. .. . . : . ' . . ' 

!·' , , \: : :<-.':. •. :. :.:,) .. :, (ii) Domestic Resources · : ; : :. · ). ~.:: r(: \ 
·r··. ~ - ,,: ~ :.-.~::.: .:; .'~ -~· ·- :,.' .. :~:·:-._:.- .. · · ;:·. :·. ··-:::<~ · .· Ac?or~ng to a st';lcly carried. out by. the Fund,. the l?vel ~ : :_~_: · ·<::: · -~ .: : l . 
f·:.~ · .... _. ':"·:-· ·;·.·~0:·:' ·~,-~.~:·.~.·- ·-·. ~·::·::~) - · ·. · ; · . ·. · ~, of tn.xata.on J.n the UAR J.S comparat:Lvely hJ.gho DcspJ.te this, -: · .' :. :.: ·. :: >\. 
r··;~,·:\·:..-. ;\~:::-~· : · ::·:;.: .: ~· · · !:> <~:'<- :· -:· .-: .. public savings are not as high as they could bo la:rgely OilinG :.· . < ~ - · , .. :;·:-:··: : i . . 
~ .. -\. :. . .) :/· .. ··~ ... · ~ _ ... i. ~ - ; :: _ i; · : : · : _ .:; __ .. ~ ~·. · to high military CA-pencliture. l"d.litary expcnc1iturG shOi·m in ·::·: .. ·.:_:_ . ·: ·.· : -: ·\ .. 
I ': : ~<- _ ; <_·):~·:·. ! :·. · ... : ·:. .: ·._-. ~ :.: _: : :· .: the budget is about 9/~ ·of GDP. In 1967/65 dra::rtic steps Here .: ·:: ,.·: :: '· · · ~ _:· ;· . 
i· .· ... _, .-:_ . .- ,. .. :-::-.-:·: :: :._ :: :- ·. ·,.· · ... _· taken to reduco the current budGet deficit, but it remains to· · . ·::· · · .. ··· d-
; .·i··· .- ·: .-::· · :; :·:o.:.:. · :·. · :: .... ~ :\, -:_· · . ·. bo seen uhether the ne-vr Clbinct uhich uas formed :in Harch 1968 . . , . . , . . ~ ·~ . 

:·· ·-.: : .. <.: .. ::.·.<<~--;·: .. :· ·.:·.: ··~· :· :-. ·:._. . ·.;.··: l-Till' continue the restrictive fisc~l anc1 monetary. policies < U · ~:··: :·:· :?T,:. · :\ / 
j·:·· -·.-·· .,, ... ·.· : ··.:·.·; ; ·- ·· ·. adonted since the June war · ·· · ~ · ·.:.: · .· ·· ·· .. h· . ~-.· · .· : i · : · · ·· · · ,· -~ · W-· 

! '<;: J _/.-·.··t.-:·/·l ... ·:(. (&~ Per:omancc ·. . . ~· • . .. . . . '' : :.' : . • \; ; \\; ~ .. " · : · .. ~ .. : .:> .\\ , 

l =::·. ·_. >~ ".>_:~:· _ ' , · ·.-.>. ·- ··, · Heasured by tho :increase in GDP, the perfornance .of the UN.l'_ ~in · ... ·· .. : . · !~ -
} - ~ ._ :···:·. : - ·~.: -: ::· .. -': . .>· .. ' v ·: ·the last decade' has been quite· satisfactory. The stabilization measures · . . ·.·. i ·: . 
j. ; ·: ·-. ·~- .. · ·._: · ~( : ~. :. : -_ ~··<: : .. _:._: . .- ,. that have been ·introduced since the June -vm.r seem t.o have been lirc;cly :... ·.> ·, . !, :· 

1

·.·.'<:::·: __ :._:· :: ~~<·:< · :·_~ · ~ . ~>· ·:· .' ;. · ~ successful, but, the samo cannot be said for the balance of paymen~s · :\.~~:· ·.~ .. ... \~ · 
· ·_· ·. ·.· .. :.-::_·_.. :·:~- :;.:<·: ··, ·:.-::.:> ·.·· perfonnance. The Egyptian pound remains overvalued. Hm·revcr, as; men- : :~: .. · ; :: 

1 . : :·· _· :. -.-\~:).:(:·· ~~·<:~:.;.-.-~·: ·:· j ·: -~ tioncd above~ the Egyptian Govcrt11nent has expressed its .int~ntio~\ of · . · ·.- · ~- : ~.~- .... ~ - L \. h ·-.} :··· .F .Y~ . \ :\.making. so~ changes in the cxc~ange system. · . · ;.: . ·. \\ • z; · ,if;· \,i\ 
.. < - ~< ... :· ·:_, ._-__ ·.--·:.·: .. ' · .. :_ ~ :· ~ -- :_ .. :::.- . In order to ease the burden of bearing e..ncmal debt service :pay- ·: · .•. ~ · -~ - .. ·· . : . : 
!-_.: .. <·':_::: ··: ... :~ _ .. : ... = :_ ~;:- _ ; ...... ·- .rne~ts, rescheduling agreements have been maclc -vrit,h some ccuntries; ~ .' '.'.'· '· :·_: .. · .. \ ·, · 
j ·;. ::· _,\:.::._ '~ - ;_· .. ,:·.::·.-_·.··_. ··.:',_ (France ·and Italy) and -v:ith major creditors in some countries (Ge.rmany_ :··· :: · .• :- ... 1- · 

~ ·. ·· .. · .. :·; _·:-' _.·: .· '. ·· ·:_._.-: · .. and Sueclen), and the Ul~ ·is trying to ma.ko similar- ar~angements llith: -': _. · · -~- •: . . · \ · 
! ·; .. : . ·,..: : ·-._:: ·. ·: · others • . Debts to smaller ere~ tors are· being p~~.: on 'time •. Since· ~ ·:-:· · · .. . :··:_; J \ · 

.. · 
. .. · . .. . 

. ... . i : _.:.- :--
. . - -----·--·-·--· 
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r. (\ > \ . ;. J : ; }< :·' eli p lomati c relation:; \fcro ~;olccn 0 f f with the us ln st June ' no~ . ~ ' . :· ' ~ . . 
. . . , , · '. ,-1, . ·: · ::: · p~on-t,G havo boon mado to ·the US GoverwllCnt so that the UM is .· . .. - .. · 

~ .'i . · ._ ; _ ·~~;, _.· · ~:- ~· :_ -7 .:;:.'-:--> ;· .. -.:\ . .;.: .. ::.-.. in f.:tct in dcfau~t .to AID, tho CCC anuds tho Erirn Dank. JIO",lOV~r J . . I·:· .. 
~ .:· }· .. ;:·< _· .. . .- \:~ . · ·_: .· the U .. An ht:J.s recently approached the _ 'trith a request to discusn ' ·:·. :::· .. ::. ·:-_ 
. .. <: ·. ,:;_.-_·;_;·-__ : .:.~--~. / - : - ~ ·- . ·. · methods of hondlin~ those arrears. Although a rcschoduline agree• · · <.: · ·: . 
_; :::<- - )~:· ·;_·< ~: :; -_.:· ,: ... ~ : ·. _:< ; ':: ~ ~-'- J<~·-··:. _: -mont uns mo.de in ea.rzy 1967, .' all r)aymcnts to tho UK ~1ero also ,_: :·. ·, ·· ,'·. 
~ -: :'[->~-, ·:;:_ ·~-.~:_- ~<:·:··- ~- ·:. __ > <._ -.- · :'·· ·_.:"> . stopped in Ju.no, 1967, lrhen the ECGD rofusod to insure any further ··- :· :: :.;·. · : . ~ ~::.: ; 
' : · :··'.-· .. ;: _ -~..-·: _.._: :· .. . . ,· . ·. _. credits to tho UAH.. Er_cyptinn policy in_ this rcrrpoct is to trJ to -· _. --:· ._, . 
. ... <>.:< ·:. ·-: · ~ ': ·: _·· .. _ -'~ - :.;:-·. '. persuade lenders to continue ext endine new credits to .enable thom t · ~- -·~ : ·:: 
· · · ~_:::. _ · · .. _/ · . /: .·:: ~ .. :.- to maintain payments on e.x..i_stine ones. . .. · - ~.··>_{·. · 

.: .: . .. · : ··, ·:···" 

~ -~< - >:~·: -~.<: ··. · .. ;. __ ··_· _. · ·-__ ;: .. ·, ·. Some proercss has been' made 'H'ith the problem of sequestered ·· .. _-;- - - ~. :>. ·: ·.·; _ ·. •. 
~ . .----: · . . ·.· ; · · .. ···:.· · -· ~· -: · . and nationa1i.zcd properties. · The outstanding ca ses novr aro the >y_ · .· .:: ~ - .: ·. 
:··. --·.- -._ ·._._· ·.-~: .··,:··.· __ , __ · - ~-~_ -::: ~_ ... : ~:.·~ -.-~· ·_: -~ - :---~.-' - ,;· ... ·. - ~-: .national.izod UK properties, the· Belgian '£ra.m...rays and Dutch Brc1·rery · .. .':< · ·_··._ 

.. . .. . . . ... • <: · . . ~ cascso The ~11ounts involved. in the se cases are not very large . ·' · ·· ·· .. :.·· --·:, . 
; :_::_.-_ ·-. ·i: . ;_:: ··. /·. <:-~_·:·.-><. : __ :_:_· ;:· .. : .. : ·:-. >·;. Despite some diffic~ties, it may be possible to i':ind a compromise· ·- _: __ ·:· ··:··· 

, . ~ ·;.':\;! ''·/(: ·, : ~·.'.:~· · , ':; ~ !;::· on alli:f m:;
11

:c&})ects the ~aGemcnt of economic affairs in.:.t:c >: Y',}:, 
·. · ·. ·' <· .' : : ~· :<:. ·_:--_· .. ~_- .'· .-- :~:.- :/ :· ..- -DAR is · fairly sophistict:J.tcd as compared l·Tith many other countrios . · ,_ : .~---. -~ ·. 
·:. -~ ~: : ·. ·. , :· . . _._. . ·. .. at a. similar stage of development. The llhole irrigation sy~tcm, .. _ .. . · __ ..... · 

: · ( · · · :: ·: <:: ·' :.~ ·: .. : · · ,';.- .. ·-·. for e..."'Carnple, is reasonably efficient ·. ansi so are some of the older .. . 
·· -::··->·: ·,:- ~<. ;,· . __ ·:_·)._ ':':-.. :>; ; industries such -- as textiles• · On tho :other hand, thoro aro a. nwioer · · 

· ·=. · .:·.- :.:·:,_.:' /·. ~; :· ::'.= · .<. _. · :, .·· of problems arising from the attempt to introduce a form of centralizo'd 
. ;_-:·.:.·_,. ·:>;: : ~ ·\: -:· >·. ;.. . . . economic pla.l'h"1D1G after the . nationalizations of 1961 rihich are reflected _. 

·.' ;/.~ :.: ·; . . _,.· .. _:- ._-. ·: · .. ··_. · in -the dif.ficult situation f2.cod by many of the novr industrial plants -. . :·._ :·: 
;\ ,-.;:.· _·:. ~ ( ·.·;_·: .. ~ '-:~-- · ... . · · .. established in the last decade. In thG end, ho-·rever; the decisive · .. · .-- .' _. · .. · 

. ~ :- _:·: _r.: ... _.:·-; / .' -~ _- :~ · _.: ·~ .--: _· . · questions for Egypt in the long run are the po;litical stability· of > ·:.~·-. _. '-' ~ .. 
. ~ . _:..\.-;< . ~ · .. ·.; ,- · :.· ._·. :the Niddle East and the population problGm. ·. ·: __ .. : ) .1:··· 

~ ' . -...• '· ('. . < ' .. . - . . . . ' • ;··. 
. . ·- . " \ .. , ( . . ::·: ;- .,:· ; . ' 
i · .. · i r>~-<- ·.:::. · ·· · · ----~ ·_: The Government,_ has introduced a program of population control . ~· ._:.:·~- ·~.- :· · 

· ,· · - :~:.__:> .... _ ,'· :.-_.:(·: .>,<.· -•. : .but it is far· from being effective • . The responsibility of carry:iilg . . ·::.:·:· : . .- . 
·: ~ -· -.-<~:·· .. ::.-.- . -.: :~--- ~ - :--~: ::i· .·;'·: _·_·:._: _._.: ·;· __ tout the program was giv'en to the mother and child care centers. > --~. --~ -: : __ ··_.;./ ,~ · , ~ : .. ' ... · .. ::~: ·.-:_· .-:-_.,· .·: -~, ; · ·:., The· personnel in those centers \·Tork for the population · control . ·> · 
·t >~: -; - ~- :;·~ : ~ -~ ~ .~;,: .. _ -)-~. ~--; ;:'.:-_.-. · - pro~ram ; on a part-time basis. · :Officials are a:t·Tare of the shortcomings · · .· · 
; .. -~: _ , ,· : ·-' : ~ --.-- · ;-•. ~ -:~-'-- :_ ;_:_-.' · : · .:-.: ! ;_of this ; arrangement. ·.But there are no signs that .the ·govern-nent is . ,-- :·:.- . ··. · 

- ~ :_· <-:--.-::· .. ·_::·: _- :_ :.\:·_;_:, · : .-· · ~>: . . :::-... going· to launch a more vigorous camp~gn in the near . future. · .... · j ; ·_ ... _ J·: _··. ··:_. · 

· · · :· · ·· · · · ·. Y.q..dd.le East ~J.d Nor th A:fnca· Department · .. ·. · · ··· ,, · ·- ··. · .. - ·,··; .. : , .. -. · · , .. : · · · · · · ··' 
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BASIC DATA 

·· Area 

·Population: Total 
Rate·of growth 
Density in inhabited 

area 

Gross domestic product 

Total 
Annual rate of growth 
Per capita 

·. · · Share of values added in 

· Agriculture 
. Industry and mining 
Electricity 
Construction 
Transport and communication 

238 million feddans = l million sq. lans. 

30.1 million (1966 Census) 
2.7% p.a. (1960-1966) 

850 per sq. km. 

1965/66 
· LE 2,173 million 
6% ' 
$166 

1965/66 
(%) 

·29.2 
21.8 
1.2 
4.7 
9.6 • 

1960/61-1965-66 
. 6.~ 

~~~e of GDP at current market prices . 1965/66 
-(%} 

Gross investment 
Gross savings 
Balance of payments current 

account deficit 
Investment income payments 
Government current revenue 

of which taxation revenue . 

~e~ource gap as % of investment 

~nel and ere eli t 

Total money supply 
Time and savings deposits 

·Total credit to public and 
privnto sectors 

of which: 

Commercial bank credit 
to private sector 

Other lending to pri va t,e 
sector 

Rate of cha...Ylge in cost of 
Jiving (1966/67) 

20.8 
:11.5 

6.3 
0.7 

24.2 
16.0 

30.2 

End of Feb. 1968 
(LE million) 

679.6 
199.2 !' 

1,287 .; 

298.6 

0 
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Public sector operations 

Government current receipts 
Government current expenditure 

· Surplus/deficit 
· ::·:. :· ... · Total public ·investment (includ-

ing public enterprises) 

. :·.·. External uublic debt 

... 
. . .· ... ~· ) 

; ~ . : 

.·.· 

Including undisbursed (Dec. 31, 
. 1967) 
Excluding undisbursed (Dec. 31, 

1967) 
Total annual debt service (196.8) 
Dabt service ratio Y 

Balance of payments 

Commodity exports 
Commodity imports 
Net invisibles 

· Current accotmt balance 

Foreign exchange reserves 

·Gold 
. Foreign exchange 

Total 

IHF position 

Quota 
DrarTings 

External financial assistance 

Total {gross) 

1967/68 
(LE million) 

509.4 
631.3 
121.9 

252.9 

$1,592 million 

$1, ~02 million 

$186 million 
18.5% 

-

. 1966/67 . 
Annual rate of increase 

1962/63-1966/67 
($ million) 

607.0 
953ol 
163.7 
182.4 

Feb. 1968 
($ million) 
193 
101 
194 

Feb. 1968 
(~ million) 

150 
116 

1966/67 
($ million) 

376.1 

% 
6.9 
4.1 
8.5 

Average 
1962/63-1966/67 

($ million) 
345.9 

Y Debt service in 1968 as % of' foreign exchange earnings in 1966/67. 
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CURRENCY EQUIVALENTS 

1 Egyptian Pound (bE) 
1 US dollar 

bE 1 = 100 piasters 

= 
= 
= 

2. 30 US dollars 
bE 0. 435 

1000 milliemes 

Prior to May 7, 1962, the rate was bE 1 = $ 2. 87 

WEIGHTS AND MEASURES 

1 square kilometer 
1 feddan 
1 square kilometer 

= 

= 
= 

0. 386 square miles 
1. 038 acres 
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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I. Introduction 

1. The purpose of this memorandum is to ana~ze the current 
economic position of the United Arab Republic and its major 
development problems. It supplements the more comprehensive re
port on "The Economy of the United Arab Republic" dated November 14, 
1966. 

2. One of the most important events "Lvhich has occurred since 
that time is, of course, the short war with Israel in June last 
year. Owing to the delays in the preparation of statistics it is 
not yet p~ssible to obtain a complete picture of all the economic 
effects of the war although some of them, suet as those on the 
budget and the foreign exchange positi on are fai rly clear. However, 
the emergency aid, amounting to about $250 million for the year 
ending October 1968 which Egypt is receiving from her Arab neighbors 
has compensated her for the most important economic consequence of the 
war, the closure of the Suez Canal. Earnings from the canal amounted 
to $220 million in 1966/67 which is 22% of E~~t 1 s total foreign ex
change earnings and more than half of her earnings in convertible 
currencies. 1rfithout the emergency aid Egypt's position 'tvould be 
critical indeed, but as it is the economic consequences of the war 
have not been any more disruptive in the short run than what some
times happens to many countries facing a sudden drop in export 
earnings. The loss in Egypt's case consisted largely of a substan
tial fall in tourist earnings and t he oil production f rom the Sinai 
fields now under the control of the Israelis. Both oil production 
and tourist earnings may revive reasonably quickly so that the prime 
economic question arising from the war is lrJhether Egypt can continue 
to obtain sufficient emergency aid for as long as the canal remains 
closed. The Khartoum Agreement lays do1-m only that the aid will be .,.., L 
provided at a certain rate at least until October 1968 but presumably, ' 

"/ if the canal remains closed, it will be continued at least for a ~ 
time but possibly at a reduced rate. On this point nothing is yet 
known. 

3. In the meantime the Egyptian Goverrunent has taken a number of 
measures to hold down eA.'"!)enditure and maintain revenue in order to 
adjust to the situation. These were the kind of measures which needed 
to be taken in any case to improve the budget and balance of payments 
position. Had Egypt been able to truce such measures without the 
stimulus of war her position would probably have been better than it 
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has been for nuu1y years. The war has mere~ added some more 
pressure to Egypt's problem of adjusting its investment and 
internal expenditure to its available resources. However, be
fore analyzing this matter in detail it may be helpful to malce 
summar,y mention of the major long-term development problems of the 
economy which form the background to the present difficulties~ 

II. Najor Development Problems 

4. A catalogue of the UAR 1 s developmen-i:i problems, of which 
there are not a few, might appear unduly depressing unless it was 
set against the elements of strength in the economy. Foremost among 
these is the fertility of the soil, which gives crop yields which 
are generally among the highest in the world. Nevertheless the pro
ductivity of the land could still be substantially increased over the 
years by greater use of fertilizers, improved cultivation techniques 
and more importantly, by the production of high value crops such as 
fruits and vegetables. Progress in this direction is taking place 
but since it depends less on financial resources than on the speed 
with which farmers can be persuaded to adopt improved methods it is 
necessarily a gradual process. 

5. Between 1960 and 1965 the value of agricultural production 
increased by 3 to 4% per annum. In the near future the investments 
in the High Dam and the associated irrigation projects should show 
their effects on output. The goverrunent is introducing a program of 
compulsory crop rotation under 1~1ich farmers no longer follow rota
tions within their ovtn lL~ted holdings. Instead rotations are 
determined on a village-wide basis under which a substantial number 
of contiguous farmers are required to plant the same crop. Although 
there is some resentuent on the part of farmers since their choice of 
crops is limited, the system enables the government to control the 
acreage planted to the three main crops, cotton, rice and wheat; it 
also permits better control of irrigation water and facilitates 
measures to improve yields. There are, therefore, reasonably good 
prospects for maintaining the growth of agricultural production 
although in the last tv.ro years the limits on available funds have 
slowed dovr.n the programs of land reclamation and drainage. 

6. The prospects for oil production appear very favorable. It 
has already increased from 3.2 million tons in 1959/60 to 6.3 million 
in 1967/68 and may reach 18 million tons by 1970. This would provide 

/ 
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Egypt vd th perhaps U.s. $60 million of foregin exchange a year 
as compared to a net expenditure of $30 million in 1966/67. A 
deposit of natural gas has recent~ been found in the delta, 
which together with the new electric po-vJer from the High Dam, 
means that there will be a surplus of energy for some years. 

7. The development of modern industry in Egypt dates from 
the depression of the 1930's and it now provides about one-fifth 
of the national product as compared to somewhat less than one-third 
provided by agriculture. Host of the industries are based on the 
processing of agricultural raw materials of which the cotton textiles 
are by far the most important. 

8. The Suez Canal, once it is re-opened, will remain one of 
Eg;,rpt 1 s most important, assets although the development of super 
tankers poses some questions for the future. To accommodate tankers 
in the 200,000 ton class the Canal -vrould have to be widened and 
deepened from its present draft of 40 feet to 62 feet. This would be 
a major undertaking; the Suez Canal Authority has estimated the total 
cost at US $ 244 million equivalent but the reliability of this figure 
is not known. There has been some discussion of constructing a pipe
line between the Red Sea and the Mediterranean and if this were to 
prove technically feasible it would have some advantages in terms of tC-ry 7-? 
both cost and convenience. Hence there are two methods by which Egypt 
might corrGinue to earn revenue from the transit of oil from the Persian 
Gulf to Europe; it is unlikely that neither will prove to be economic. 

9. Finally, the tourist attractions have been bringing Egypt a 
substantial foreign exchange income which has a good potential for 
further gro1~h provided political events do not discourage potential 
visitors. 

10. The major problems which the country faces should be seen 
against this background. 

The Growth of the Population 

11. The population of the UAR is growing at about 2.7% per year. 
The total population is estimated 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 
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world. In November 1965 the Government officia~ introduced a 
program of population control. The initial response in the 
towns appeared to have been good but that in the agricultural 
villages seemed much less so. The coverage of the program so 
far has been too limited to expect any measurable affects on the 
birthrate and hence on the rate of population growth. 

Making the Best Use of Nile Water 

12. In the long-run population con-trol in the UAR is particularly 
important because of the limites on agricultural land which are set 
by the availability of v1ater. Ever since the time of the Pharaohs, 
the Egyptians have been concerned with the problem of mald.ng 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 prevent any 
loss of water to the Mediterranean. It is expected to permit a 25% 
increase in the cropped area. This uould off set some eight or ten 
years of population growth at the present rate. Apart from the High at: 
Dam there is still some scope, although not a great deal, for in- 2 4- ?-
creasing the amount of Nile water by constructing works on the ~ <~ 
Upper Nile in fudan and Uganda. There is also some possibility of 
utilizing underground water but it is not yet clear how much can be 
done in this way. Apart from these resources, the future grov~h of 
agricultural production in Egypt vTill have to depend on making more 
efficient use of the presently available water at least until the 
cost of desalinization has been reduced to make its use for agricul-
tural purposes economic. 

The Process of Economic Decision :Haking 

13. In Egypt all the major utilities and industrial enterprises 
are Government-owned and the regime has an ideological inclination 
to-vrards some form of socialism which is not very clearly defined. 
Huch of tho country• s external trade has been centralized and is 
carried on by a government agency. The acute shortage of foregin 
exchange inevitably places important economic decisions in the hands 
of the government. Consequently, the organizational system under 
which the nationalized industries are operated has been based on those 
of Eastern Europe and some of the problems which have appeared recently 
in the economies of Eastern Europe are also present in the u~q. Price 
controls have created disparities between dorrestic and foreign prices 
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and within the domestic price system. This together 'td th a 
virtual absence of competition have led to problems of inef
ficiency and lack of incentives in m~ industrial enterprises. 
The solution of these problems requires that more autonomy be 
given to individual enterprises. Although there is a general 
awareness in principe of the desirability of giving enterprises 
more independence there does not seem to be any agreement in 
practice as to holv it is to be done. It \till be difficult to 
move in this direction until some improvement in the foreign 
exchange position has been achieved so that imports can be 
liberalized. The degrees to which different industries have 
been affected by this situation varies greatly. The textile 
industry which was established many years ago, which exports a 
large proportion of its output and which does not require much 
in the way of imported materials seems so far to have been little 
affected either by the nationalizations or by the new controls. 
The principal industries affected are the newly established import 
substitution industries, Iilainly the steel, metal using and engineer
ing industries which have been greatly expanded over the last five 
years. 

The Allocation of Resources 

14. In the last few years there has been a tendency to neglect 
investment in transport with the result that some bottlenecks have 
arisen. Investment in import substituting industries has proceeded 
too fast. Egypt 1 s first explicit development plan lvas a program of 
industrialization which was started in 1957 and industry was given much 
emphasis in the first Five-year Plan which started in 1959. The de-
sire to industrialize was natural enough for a countr.y with a rapidlY 
growing population and severely limited cultivable land but the Egyptians 
made the connnon error of believing that heavy investment in building 
up import substituting industries would reduce imports. It did not 
and the current squeeze on foreign exchange has kept many of these new 
industries operating a-t, far below capacity. 

The Level of Internal Savings 

15. It has been apparent for some time that, in financing its 
economic 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 Baru~'s 1966 report. Since this affects 
the whole quostion of financing an adequate program of development in 
the future it is ·t-rithout doubt one of EgJ-rpt 1 s most important long-term 
problems. But since it forms the perspective in which the immediate 
balance of payments problems should be seen, it is appropriate to deal 
with it in the next section. 



- 6 -

III. The Current Problem 

How the Problem has arisen 

16. Since the end of vJorld Har II the UAR has had a deficit 
in its balance of payments more or less continuously. This has 
been made possible firstly by the use of the reserves of sterling 
accumulated during the war and which amounted at its end to the 
equivalent of some three years' imports. vfuen these reserves 
had been spent Egypt began to accumulate foreign debt. After 1960 
the rate of investment increased under the impact of the first 
Five-year Plan. Although this Plan envisaged a reduction of the 
balance of payments deficit, it was thoughtthat this could be 
brought about by the development of import substituting industries. 
The effect on the a~ternal position of the overall supply and demand 
of resources was overlooked and consequently the deficit grew. 
It averaged 2.3% of GNP during most of the 1950's but reached 5.6% 
in the three years after 1962/63. 

17. The financing of this deficit became more of a problem as 
tline went on. O~dng to the difficult nature of Egypt's relationship 
'tdth the tilest it could not obtain much aid from '.;estern countries 
on reasonable terms. u.s. aid was subject to spasmodic fluctuations 
and has been discontinued since June 1966. Problems of compensation 
stood in the way of any aid from the Bank or IDA since 1959. There 
vlere also problems 'tdth most of the potential aid-giving countries 
of western Europe. The result has been that the UAR accumulated 
substantial obligations in the form of supplier credits so that annual 
debt service payments rose rapidly. 

18. Already by 1962 it was becoming clear that a change in 
direction was needed. In that year and again in 1964 Egypt agreed 
upon stabilization measures in connection with Il'-iF standbys but 
no lasting effect was achieved. In 1965 there was a substantial 
change in the government and a more serious at tempt 'tvas made to cut 
expenditure and raise taxes. This attempt might have been more 
successful than it was had it not been for the continuation, through
out 1966, of the conflict in Yemen which placed an extra burden on 
the budget. After the Arab-Israel w~ another series of retrenchment 
measures were introduced and the budget position was markedly improvedQ 
These measures formed the basis for yet another agreement on drawing 
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from the Fund. In connection 'With this dratnng the goverrunent 
agreed to undertake an adjustment of the foreign exchange system 
as soon as circumstances were more normal. For the last two 
years, the Fund has held that an adjustment of the exchange rate 
was necessary in order to correct the overvaluation of the Egyptian 
pound. The government had agreed in principle and, just before 
the June war, an agreement was reached on the amount of the adjust-
ment. However, the war broke out before the agreement could be 
implemented and after the uar Egypt fell into arrears with its payments 
due to the Fund. Discussions were resumed in the fall of 1967 and the 
Fund then accepted the government's view that an exchange adjustment 
l'muld be inopportune at this time. An agreement was reached under which 
the government agreed to make an acjustment as soon as conditions were 
more nonnal. The Fund has made it clear that it · would regard an exchange 
agreement as a necessary condition for any future agreement. 

19. In addition to taking measures to improve the budget the 
government has attempted to deal with tne short-term balance of payments 
problem. Imports have been severely restricted - they were reduced by 
almost 19% between 1965/66 and 1966/67 and in the first six months 
after the war they were another 17% less than in the corresponding 
period a year earlier. The government was able to arrange for payments 
of outstanding arrears to foreign commercial banks on the basis of a 
rescheduling arrangement which started in January 196 7. There are 
still, however, arrears in payments on suppliers credits and on some 
other debts (see para. 36 belm·T). 

20. Egypt 1 s present difficulties have arisen because the policies 
which should have been adopted four or five yea:rs a.go to avoid a rapid 
rise in external debt on unfavorable terms were not adopted. Only 
gradually did the government begin to move in the right direction. 
Then last June the impact of the war both forced and enabled the govern
ment to take additional steps to control spending and maintain revenue. 
The situation now appears to be under control and present policies may 
succeed in holding the line until circumstances, both general and 
economic, improve. 

Internal Finane ial Aspect~ 

21. During the first Five-year Plan (1960/61-1964/65) Egypt's 
gross national product increased at about 6% per year, but since 
1964/65 the rate of increase has been lower. There was a poor harvest 
in 1965/66. The growing shortage of foreign exchange hampered in
dustrial production and investment declined. Reliable estimates of 
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GNP and investment are not available for 1966/67 or, of course, for the 
current year but some indication of investment can be obtained from 
the budget since the public sector covers the major part of the economlf• 
Investment in the budget declined by 9.6% in 1966/67 and by a fnrther 
6.8% in 1967/68. It is fairly clear that the retrenchment axe has 
fallen heavily on investment. A preliminary estimate of the national 
income indicated a gro~~h of 4% to 4.5% for 1966/67 and it would 
appear lil{e~ that the rate for 1967/68 would be even lower. 

22. During the six years from 1960/61 to 1965/66 the current 
budget deficit grew steadi~ from hE 44.1 million to ~ 211.1 million. 
The growing deficit arose because, although revenue grew quite rapidly 
at over 12% per year as compared to a grolrth of money GDP of 9% per 
year, the growth of current expenditure 1-1as 17% per year. The rise 
in expenditure v1as greatly influenced by expenditure on defense Hhich 
increased by 23% per year; according to the published figures, it rose 
from 27% to 3h% of tdal current expenditure; houever, it may be that 
these figures understate the true position. But even non-defense 
expenditure rose by nearly 15% per year, which is slightly faster than 
the rise in revenue, ovdng principally to larger provisions for educa
tion, health and other social services. 

23. The current budget deficit has more than offset the increases 
in savings in other government sectors, particularly in 1965/66 when 
net public savings were on~'" 2% of GDP or half of the proportion they 
were the previous year. The decline in savings has made it necessary 
to r~duce public investment.. From a peak of bE 370 million in 1963/64 
public investment has fallen to an estimated ~ 232 million in 1967/68. 

Developments in 1966/67 and 1967/68 

24. In 1966/67 a substantial improvement in the financial situation 
of the Central government occurred. Both the current account deficit and 
the overall deficit were substantially reduced. The improvement in the 
current deficit was the combined result of qn absolute decline in 
current expendi-ture, mainly due to reduced defense expenditure, and a 
substantial increase in current revenue which was due to the stabiliza
tion measures taken at the end of 1965. The figures for 1966/67 would 
have sholim a greater improvement had it not been for a substantial amount 
of liquidation of arrears. 
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25. Although current revenue increased,tax revenue remained 
practically unchanged. This was mainly due to a decline in custom 
duties which resulted from the reduction in imports. Fortunately, 
a vigorous effort to collect business tax arrears succeeded in off
setting this shortfall. 

26. On the expenditure side, non-d<:;fense expenditure expanded 
at about the same rate as GDP, an outcome which was achieved by 
keeping expenditure for goods and services almost unchanged, by 
reducing cost of living subsidies and by limiting the increase in 
the wage bill to less than 4%. The latter is a notable achievement 
since, according to government officials, the nor.raal upgrading of 
existing personnel accounts for about 3% of the wage bille 

27. The 1967/68 budget, was originally presented to the National 
Assembly a few weeks before the June 1-1ar. It shelved an overall defi
cit of :bE 80 million. Ho't-Tever, while the budget was under discussion 
the government decided to revise it because it was regarded as too 
inflationary. The war then made more drastic revisions necessary in 
vieu of the higher defense expenditure and the shortfall in revenue. 

28. The most important expenditure cuts were the cancellation of 
the annual bonus for the employees, a reduction by one half of repre
sentation allowances, and lovTering of all other allollance s by 25%. 
Expenditure for purchases of goods and services by the goverrunent were 
also reduced. Investment e..""Cpendi ture vJ"as cut by about bE 40 million, 
mostly for agriculture, electricity, the High Dam and bousing. 

29. In order to maintain revenue, a national security tax was 
introduced at a rate of 50% of the pre sent defense ta.."'<:. Other in
creases were in stamp duties, taxes on private cars and other excise 
taxes. The prices of cigarettes, sugar, and transportation services 
were raised. The interest rate on loro1s to certain growers was 
raised to 4% -v1ith a penalty rate of 7% on arrears. Compulsory savings 
and social security contributions were also increased. 

30. After the budget was revised the IChartoum agreement was signed 
under which Egypt is to receive $253 million from Saudi Arabia ($98.5 m.), 
Libya ($59 m.) and KuvTait ($95.5 m). The receipt of these funds, coming 
after the budget measures, has resulted in an internal financial 
situation better than has been seen for several years and it m~ be that 
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some relaxation of budgetar.y stringency will occur. On the other 
hand the level of public investment as a proportion of GDP is nolv 
less than half tv-hat it was five years ago. To reduce investment is, 
of course, the natural reaction to a sudd~1 reduction in available 
resources. But if investment remains low for any considerable 
time economic growth will clearly suffer. Not only would there be 
the direct loss of output but replacement may be neglected and, 
with time, the organizations which carry out projects 'Hill be 
weakened so that it v1ill become difficult to increase investment 
again. 

31. The major question no1i·:r is whether the improvement which has 
trucen place since 1965/66 can be maintained. The uncertainties 
in the picture are obvious. The most important are the continuation 
of the aid from the neighboring oil producers at or near present levels ' 
until the canal is reopened and the future course of defense spending. 

Balance of Payments Aspects 

32. The growing balance of pa~nents deficit after 1960 has been 
due to a rapid rise in in~orts at a time of much more slowly rising 
a~orts. The current account deficit rose from hE 32 million in 
1960/61 to 1E 141 million in 1963/64 and 1vas 1E ll7 million in 1965/66. 
In 1966/67, ovnng to a rise of about 7% in current receipts and a ~1all 
fall in current payment~ the deficit declined to ~E 79.3 million. At 
this level of imports, however, the pressure of demand on the import 
controls was quite high. 

33. For 1967/68 it is possible to make some rough estimates of 
the consequences of the war for the balance of payments. The closing 
of the canal means a loss of around hE 100 million in earnings. An 
estimate of the loss due to the occupation of the Sinai oil fields 
has been put at bE 9 million. The decline in tourist earnings is more 
difficult to estimate but might be around bE 25 to bE 30 million. 
Together this would make aronnd :bE 135 to hE 140 million. The emer
gency aid under the Khartoum agreement will provide bE 8 7 million during 
the fiscal year so that the net loss should be in the neighborhood 
of ~ 50 million. This is about 14% of total current receipts in 
1966/67 or relatively little more than the fall in foreign exchange 
earnings from 1960/61 to 1961/62 'Hheu the cotton crop was hit by 
disease. 

34. The fall in earnings has made further cuts in imports neces-
sary. Merchandise imports declined sharply between 1965/66 and 1966/67 
and during the first six months of 1967/68 they 't-Tere about 17% lot·rer 
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than in the corresponding period the year before. It is clear 
that this reduction in imports is having an adverse affect on 
industrial production in those industries which are dependent 
on imported raw materials or components. It is difficult to 
obtain any reliable estimate of the extent of unused capacity 
arising from this cause. Frobably it is very great in certain 
industries such as car and truck assembly and durable consumers' 
goods but only slight in the traditional textile and food proces
sing industries t-Thich constitute the bulk of Egyptian industry. 

35. Egypt has obtained some benefit since 1963 from a favorable 
change in the terms of trade stemming mainly from higher prices 
for cotton, cotton t~'"tiles and rice. H01.-Jever, cotton prices are 
likely to fall somewhat vdth the large increases t-Thich are ex
pected in u.s. production and rice prices may also decline so 
that a continuation of the trend of the recent past is unlikely. 

External Debt 

36. The total outstanding external debt of the UAR amount ed 
to US $ 1,592 million as of December 13, 1967 and debt service 
payments in 1968 constitute about 18.5% of foreign exchange earnings. 
These figures exclude military credits about 't~hich no information 
is available. Thus the debt service (excluding military credits) 
itself is not unduly high. Hov1ever, it has been rising rapidly and 
will rise further at least in the next fet-r years. In 1968 it amounts 
to US $ 186.3 million equivalent but will increase to US $ 227o4 
million in 1970. In the longer run, of course, the burden will depend 
on the scale and terms of future borrowing. But, at the present time, 
Egypt's foreign exchange problems arise not from the absolute size of 
the external debt but from the attempt to run a balance of payments 
deficit in excess of the available foreign aid. The result has been 
an accumulation of arrears, largely on supplier credits, which amounted 
to $96 million at the end of last year ($78 .8 million principal and 
$16.2 million interest). Of this $96 million, some $29 million, owed 
to Germany and Italy, have been dealt l~ith by re-scheduling arrangements. 
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About $ 38 million are owed. to the United states on account of 
AID, Eximbank and C .c .c. credits and it may be that little 
will be done about this until some move is made to re-establish 
diplomatic relations between the tvm governments. The remaining 
~ 20 million is distributed in relatively small amounts between 
nine other countries. 

37. The UAR 1 s difficulties in obtaining aid can be seen by 
the fact that the total declared external debt was actually very 
slightly lovrer in December 1967 than it l'Tas in June 1966. But 
the disbursed debt was some $ 200 million higher. In other 
lvords the balance of pa-yments has been financed by running down the 
aid pipeline of undisbursed loans. This pipeline was $ 668 million 
in June 1966 but now it is only $ 390 million. Mcreover, most of 
it consists of credits from the USSR and eastern European countries; 
only $ 32 million of it is in convertible currencies of lvhich 
$ 16 million is aid from the u.s. which cannot be used until re
lations improve. Unless the UAR can obtain more aid it is likely 
to be difficult to increase investment to a more adequate level. 
It is true that there is about US $ 600 million in uriconnnitted 
amounts under so-called "frame agreements" vdth eastern bloc 
countries but translating these frruae agreements into specific 
commitnonts is a process, the difficulty of which is comparable 
to that of obtaining new aid. 
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IV. Conclusions 

38. A central theme of this report, like that of the report 
prepared in 1966, is that a change in the direction of policy is 
necessary with regard to the overall balance of the supply and use 
of resources. Until 1965/66 increasing level of investment and of 
public consumption has created pressures on the balance of payments 
which have been too great to be met by the available foreign assist
ance. The foreign exchange shortage to which Egypt has been subjected 
in the last few years has brought a growing realization that a change 
of policy is necessary. 

39. In order to give some notion of what is involved an attempt 
has been made to give some quantitative estimates in the form of 
two projections. The first of these is an illustration of how much 
foreign capital would be required if the underlying economic 
conditions, in the form of savings, taxation, . experts, methods of 
borrm-ling, etc., remained as they were in the period from 1960 to 
1966. The second projection is designed to show that changes would 
be required if the assumed level of investment were to be financed 
without any further increase in the relative burden of external debt. 

40. Clearly any such exercise requires numerous assumptions but an 
examination of these assumptions can illustrate the size and nature 
of the problem. At the moment Egypt bas no long-term economic plan. 
A second five-year plan was prepared for the period July 1965 to 
June 1969 but owing to the immediate balance of payments difficulties 
the Government replaced it, in April 1967, with a Three-year Achieve
ment Plan which was intended to deal with the short-run problems. 
However, the Plan had to be abandoned after the June war and the 
Ministry of Planning is now working on a seven-year plan for 1968/69-
1974/75. In the absence of any plan it is necessary to assume some 
rate of investment which would form a reasonable target. Since 
investment is now low it would be fair to assume a fairly rapid 
increase in the next two years to bring it back up to the pre-war 
level and a rate of increase of 7% thereafter. This would yield a 
total investment over five years of about LE 2 billion (US $4.6 
billion equivalent) which is about the same as was provided for in 
the government's plan for 1965-70 which was abandoned. Given the 
past ratio of output to capital the growth rate would be 5.6% per 
year. Thus this assumption as to investment and growth is fairly 
modest; it will be surprising if the new Egyptian plan is not 
somewhat more ambitious. 

41. The first projection assumes that the internal savings rate 
remains unchanged with a marginal savings rate of about 20%. This 
assumption yields a net capital requirement of US $1,480 million 
equivalent. If this gap were to be financed as in the past, half 
from eastern countries and half from western countries, and assuming 
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that 80% of the western aid were to take the form of suppliers• credits the 
gross capital requirement would be US $2,860 million. Assuming that ex
ports increase at 5.5% per year or roughly the same rate as in the past the 
debt service ratio would reach about 30% by 1972/73. Since such a rate is 
almost certainly insupportable and since in any case it is not possible for 
E~d. to obtain $2,9 million of aid in the next five years this projection 
simply demonstrates that the poli,ies of the past could only be continued if 
there were no aid constraint. It is, in fact, precisely in adjusting to the 
aid constraint that Egypt's problem lies. 

42. An important element in any such adjustment is an increase in the 

/ 
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rate of growth of exports to provide the foreign exchange which the economy 
needs and cannot obtain by way of aid and as a base for more foreign borrowing. 
Egypt's merchandise exports are heavily concentrated on cotton and cotton goods. 
In recent years the share of raw cotton has been declining while that of cotton 
yarn and textiles has been going up. Greater exports of rice and petroleum 
and increasing e&~ngs from the Suez Canal have tended to reduce the economy's 
traditional dependence on cotton. Egypt has been trying to increase its 
non-traditional exports and in 1966/67 exports of finished and semi-finished 
products (other than cotton products) amounted to 5% of total exports. Most 
of these, as well as a substantial proportion of the cotton and cotton goods, 
are now exported to countries in the l>'Iiddle East and eastern Europe under 
bilateral trade and payments agreements. It is difficult to judge holv far these 
markets real~ represent a secure base for ~i.Pt's exports nor is it easy to 
know whether the goods exported are really those in which Egypt has a comparativ 
advantage. 

43.. There is, however, no necessary reason why, given favorable economic 
and political circumstances, exports should not increase substantially faster 
than they have in the past. The projection given in table 15 gives a rate of 
growth of 8.2% per year in total foreign exchange earnings 't~hich would yield 
$1,400 million by 1972/73. It i E: based on specific asswnptions for cotton, 
rice and petroleum and a continuation of the trend since 1964/65 for other 
commodities. It assumes also that the Suez Canal is reopened very shortly 
and that traffic through it will continue to grow at 7.2% per year. If politi
cal conditions permitted, the canal could be reopened quite quickly and there 
is no reason to assume that traffic would not resume its growth at least for 
a few years. Finally an increase in the tourist trade of about 5% per year 
through 1969/70 (approximately the same as in the past) and at 12% per year 
thereafter is assumed. 

44. A second important element is that Egypt should obtain foreign aid 
on easier terms than it has in the recent past. The aid terms of eastern 
countries cannot be expected to change but if relations with western countries 
could be put on a more stable basis Egypt would probably be able to rely less 
on supplier credits and to obtain more development aid. If it is assumed that 

I 
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aid from the west would consist of supplier credits for only 50% instead of 
80% of the total, then it would be possible for Eg~t to assume gross 
borrowing of $ 2 billion equivalent over the period with only a very 
small increase in the debt service ratio. Gross aid of this magnitude, 
given the terms assumed would yield net aid of $ 734 million or about half 
the net capital required under the first projection. · 

45. For an investment program of the magnitude envisaged in para. 38 
to be carried through on this basis would require an increase in available 
internal resources from $ 3.1 billion to $ 3.8 billion equivalent. There 
are, of course, a number of ways in which these additional resources could 
be found. The amount required works out at i-E 6.5 million a year on the 
average which is about 1.5% of current revenues in 1965/66. It might also 
be compared to the amount allocated to defense in the 1967/68 budget of 
~ 233 million. Thus the amount of additional resources required is not 
particularly large l-lhen seen in relation to Egypt• s total public finances 
and could be found without too much difficulty if government expenditure 
could be kept under control and if, for ex~aple, defense expenditure could 
be brought back to its 1966/67 level and the marginal savings ratio in
creased from 20% to 255b. 

46~ The Government of the UAR has been trying somewhat spasmodically 
to bring about the changes required by its growing debt and the shrinking 
amount of available aid. The changes have, of course, been forced upon 
the government; the question is whether they are made in line with deliberate 
policies or whether the econom.y will slip into a process of inflation and 
default. So far there has been little sign of this. Although prices have 
risen somewhat more rapidly in recent years, this follows a long period of 
relative stability when prices had been held in check by subsidies and con
trols. 

47. It was during the process of tr.ying to adjust to its new situation 
that the economy had also to absorb the effects of the June war. This 
imposed additional burdens but it also created a political climate in which 
strong measures could be taken so that on balance the economy is now under 
somewhat better control than it was. The question is whether events will 
permit the economy to proceed along the path towards a ne't·J' balance between 
internal savings and foreign aid or whether fresh upheavals will place even 
more pressure on an already strained situation. 
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~!:./ 
_TA_B_LE_-.,_._l ___ V_AL_U_E_A_D_D_E_D_A_T_l __ 9.;..5;....;9/_6_0_C_ON_S_T_Al_N_T_P_R.I_C_ES ___ , _1,..;...9_6_...1/_(_)2_-:]2b.~/~)E. 

(EE million) 

? J 
-----=-;-r 

?· ; 
1961/6'2 1962/63 1963/6L~ 196L~/65 1964/65-· 1965/66·-

-- ··---- ·- . -------... 

Agriculture 373.0 426.4 452.9 477.0 570.1 

Indus try and llining 309.9 329.2 369~6 385 .o 423. L~ 

Electricity 16.3 18.4 18.6 22.4 23.2 
2/ 

Construction- 73.6 83.5 96.0 92.6 92.6 

Transport, conummications, 
storage and Suez Canal 116.9 127.1 l4L~.o 157.6 176.0 

HousinG 76.2 77.6 78.7 80.1 7L! .• 9 

rade and financial services 151.6 154.0 1h8.3 151.9 168.0 

Ot!l.er services 297.6 320.5 361.6 395.6 395.9 

'rO'rAL 1415 .l 1536.7 1669.7 1762.2 1924.1 

Y At factor cost, but includ:ing excise duties and consumption taxes or subsidies. 

Sf At current prices. 

1/ At constant prices of 1964/65. 

SOUtlCE: Ministry of Planning. 

589 .1 

441.1 

2L~ . J 

94 .9 

l9h . 7 

r(l;; ol 

180 . 2 

L~20 .3 

2020 .7 



Table 2 EXPENDITURE ON GROSS DOMESTIC PRODUCT 
(at current prices - EE million) 

Years 1961/62 1962/63 1963/64 1964/65 1965/66 - y 
Gross national product 1,512.8 1,679.0 1,880.9 2,043.9 

Factor income from abroad -o.5 -5.6 -7.0 -6.7 
y 

1,513.3 1,684.6 1,887.9 2,050.6 2,173.4 Gross domestic product 

Total Expenditure 1,599.7 l.z788.8 2~023.5 2.zl26.5 2.z310.0 

Consumption 

Government current expenditure 247.1 318.2 401.8 431.3 475.0 
2/ 

Personal consumption- 1,101.5 1,171.0 1,249.3 1,330.9 1,519.1 

Sub-total 1,348. 7 1,489.2 1,651.1 1,762.2 1,994.1 

Investment 
ll 

76.4 64.6 46.9 1overnment investment 39.2 

Other investment 174.7 235.0 233.2 317.4 

Sub-total 251.1 299.6 372.4 364.3 452.5 

Ihme stic savings 
!I 

164.7 195.4 236.8 288.4 315.9 

Current account deficit -86.4 -104.2 -135.6 -75.9 -136.6 

y At market prices 

Y Estimated as a residual 

J/ Excluding investment m the business sector 

!l/ Investment figures do not include all deliveries of Soviet equipment for the high D • 
Source: Ministry of Planning 



TABLE 3 ; AGRICULTURAL PH.ODUCTION 

(thousand metric tons; crop years ended October 31) 

;) 

CttOP 1962 1963 1964 1965 1?66 

Cotton 
Lint 457 442 504 521 455 

Cereals 
1'1aize 12,004 1,868 ·1,934 2,142 2,388 
~~heat 1,593 1,493 1,500 1,275 1,467 
Rice 2,039 2,220 2,036 1,789 1,678 
Hi1let 659 729 740 806 859 
Barley 146 135 142 131 102 

Pulses 
Beans 328 264 366 3h4 381 
Lentils 56 47 52 61 44 
Fenugreek 44 42 42 37 30 
Lupins 12 13 13 12 7 
Chickpeas 7 8 10 9 6 

Vegetables 3,889 4,326 4,383 4,641 4,931 

Onions 602 696 676 692 725 

Fruits 
Oranges 280 338 331 342 L~88 
Handarine and lime 117 101 141 141 14l 
Grapes 120 106 91 92 ll8 
Han~oes 86 91 97 79 90 

Sugarcane 4,819 5,164 4,898 4, 747 5,200 

Oilseeds 
Cottonseed 857 858 912 961 820 
Groundnuts 49 45 46 so 41 
Sesame 17 26 24 23 11 
Lindseed 11 11 14 10 9 

Sources: Central Agency for Public Hobilization and Statistics 
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I 

I 

I 
I 

i 
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rrABLE 4 s INDUSTRI.AL PRODUCTION INDEX NUNBERS 

(1959 = 100) 

ISIC Bcononuc Activities 1960 1961 1962 1963 1964 
I 

107.5 128.6 
I 

274.8 1 }1ining and quarrying : 139.2 ' 172.4 ' 
12 Hetal mining 99.2 I 117.4 ' ~30.0 ~ I4'Ii":O ' 326.7 

I 

13 Crude Petroleum & Natural l I i Gas lo6.1 1 124.2 ~ 147.4 ' 191.7 I 21L~. 7 
14 Stone Quartying, clay & i ! 

sand pits 110.6 1 114.7 I 132.8 t 136.5 1 159.8 
15 Salt mi.nine 130.7 I 95.6 94.5 

I 
141.5 172.6 

19 Other Non-metalic mining & I 

quarrying 106.3 I 189.8 123.4 96.5 · 162.1 

I 
2-3 Hanufacturing Industries 116.1. 144.3 174.2 228.9 261.6 -- f --

I 

20 Food Hanuf. Industries 83.4 I 84.7 i 117.5 134.9 129.4 
21 Beverage Industries 95.5 I 125.2 I 137.0 167.3 169.2 
22 Tobacco Industries 112.1 I 125.8 I 147.1 158.5 174.4 i 23 Spirming & Jveaving 125.5 

I 
140.5 144.0 141.8 149.2 

24 Industries }funuf. of Foot 
tv ear, Other \vearing 108.9 209.2 251.9 254.7 262.2 
apparel & made up textile I goods I' 

25 'rlood, rattan bamboo & cork 114.9 308.6 323.4 576.9 1267.2 
26 Furniture and Fixtures 93.8 71.6 90.9 105.8 106.9 
27 Paper and articles of paper 110.6 164.1 412.6 439.7 516.4 
28 Printing & allied Industrie~ 103.1 121.9 159.4 293.8 281.3 
29 Leather & leather Products 100.9 94.5 145.2 144.3 161.4 
30 Rubber Products 109.7 139.8 153.2 190.1 185.1 
31 Chemicals & chemical ~cts I 123.3 183.9 lL.6 .2 254.3 32h.O 
32 Product of petroleum & coal 122.1 I 134.6 138.2 164.6 218.9 
33 Hanuf. of non-metallic mi- I 

neral products 88.6 I 117,4 134.3 176.o· 154.3 
34 Basic metal industries 159.8 22'2.7 258 •. 8 273.9 273.2 
35 Metal Products 91.2 117.3 135.0 160.4 153.3 
36 ~illnuf. & Rep. of non-elec-

trica.l machines 275.3 412.3 769.4 1L~03 .6 1L~69 .8 
! 37 Hanuf. & Rep. of electrical 
I machines 129.1 249.3 302.4 585.2 739.0 

38 Transport equipment & sup- I 

I I 
I 

I plies 158.8 241.5 419.6 669.8 815.8 
I 39 Manuf. Industries not else- ; 
' 
I where classified 112.7 154.0 395.7 494.9 858.5 
15 Electricity, Gas, ~~·ater & San.i-

I 
tary Services 124.1 ; 170.4 193.4 209.8 240.3 

51 Electricity, Gas & Steam 

I 
Production & distribution 124.1 l70.L_ 193.4 209.8 240.3 

General Total 116.2 145.4 173.6 22.4.2 260.8 

- ------- -· - - ---·- -- - -- -------------- .. -----'---·---- ----- -- --- ·- - ------ - -

Source: Central Agency for Public Mobilization and Statistics. 

·- ..... 

1965 . 1966 
: 

213.4 . 235 . 8 
105.6 91 .7 

228.L 267 .8 

174.1 . 187.1 
157 .o ·. 170.8 

284,2 I 232 .7 
I 

t 
276 .6 , 264.9 

138.0 119.9 
204.9 1 230.1 
194.4 204.1 
162 .3 159.3 

300 .l ~ 279.8 

t 
1137 .5 992 .3 
llh.l 119 . J-~. 
561.2 J 61!, .6 
268 .8 : 240.6 
202,6 I 210.9 
180.9 ; 169.1 
W.o. 7 4SS. 2 
165.1 167 .o 

173.2 213 .8 
270 .6 36l, , 5 
190.1 216. 2 

1394.4 l07 J .9 

686.4 699 . 5 

711.0 66b. . ;: 

983.3 I 980 . j 

257.6 I 277 • .3 
: 

257 .6 27 7. 3 

271 .2 i 262 / } 



Tabl.e $: SERVICES - BUDGET 

(~ million) 

1960/61 1961/62 1962/63 1963/64 

Current Expenditure 310.5 369.4 397.8 492.9 

of which: 
Defense 83.-7 87.4 115.0 176.8 

Education and Health 72.6 71.2 89.3 102.9 

Cost of Living Subsidies 34.4 72.1 39.1 32.4 

Current Revenues 266.4 307.3 291.3 368.9 

of which: 

Tax Revenues 186.9 179.4 213.8 271.9 

Current Deficit 44.1 62.1 106.5 124.0 

Current Deficit as % of Current Revenues 16.5 20.2 36.6 33.6 

!/ The actual figure, given on a confidential basis to the~ is LE235 million. 

SOURCE: Ministry of Treasury. 

Budget 
Provisional Est. 

1964/65 1965/66 1966/67 1967/68 

575.7 684.8 663.0 631(3 --
213.5 175.oY 184.4 233.0 

115.9 113.3 128.1 141.4 

45.0 51.0 46.2 41.0 

430.3 473.7 525.5 509.4 

317.3 341.8 348.2 340.4 

145.h 211.1 137.5 121.9 - · 
. 33.7 44.5 26.0 24.0 



Table 6 

SERVICES BUDGET - CURRENT REVENUES 

(~ million) 
:J 

Budget 
Provisional Estimate 

1963/64 1964/65 1965/66 1966/67 1967/68 

Tax Revenues 271.9 317.3 341.8 348.2 340.4 

Taxes on Immovable Property 7.6 6.7 7.1 8.7 17.7 

Personal Income Taxes 14 •. 5 16.9 18.4 21.2 23.6 

Business Profit Taxes 32.8 53.8 70.5 88.9 63.7 

Estate and Succession Duties 3.6 2.0 2.1 2.1 2.0 

Excise and Consumption Duties 49.6 48.5 45.9 44.h 43.5 

Custom Duties 144.3 164.5 172.2 154.2 147.9 
Stamp Duties 11.0 14.3 17.0 16.4 28.4 
Other 8.5 10.6 8.6 12.3 13.6 

Non-Tax Revenues 97.0 113.0 131.9 177.3 169.0 

Services Revenues 43.4 36.9 54.1 63. 7· 23.7 

Miscellaneous Receipts 39.2 43.3 57.4 99.0 135.3 !I 
Extraordinary Receipts 14.4 32.8 20.4 14.6 10.0 

Grand Total 368.9 430.3 473.7 525.5 509.4 

!/ Due to reclassification, miscellaneous receipts in this year include items, like 
the profits of the Ministry of Supply, which appeared before as services revenues. 

a:>URCE: Ministry of Treasury 



Table 7 

SERVICES BUDGET - CURRENT EXPENDITURE 

(i.E million) 
:~dget 

.:> Provisional Estimate 
1963/64 1964/65 1965/66 1966/67 1967/68 

Organizational Services 238.5 278.4 241.4 249.5 311.8 

Defense 176.8 213.5 175.0 184.4 233.0 

Security and Justice 37.3 39.1 41.0 40.4 44.9 

Others 24.4 25.8 25.4 24.7 33.9 

Other Services 177.5 199.5 226.6 222. 8 237.2 

Agricultural Services 
Irrigation and Drainage 23.8 25.0 28.2 28.8 37.9 

Educational Services 82.0 91.7 90.0 99.2 108.9 

Health Services 20.9 24.2 23.3 28.9 32.5 

Cultural and Entertainment 
Services 11.2 12.3 12.2 10.4 ' 13.6 

Others 39.6 46.3 72.9 . 55.5 . 44.3 

Interests and Transfers to y 
Sinking Funds 28.7 35.2 40.5 59.3 20.0 

Pensions and Other Remunerations 15.8 17.6 19.6 20.2 21.3 

Cost of Livin~ Subsidies 32.4 45.0 51.0 46.2 41.0 

Sub-Total 492.9 575.7 579.1 598.0 631.3 
2/ 

65.0 Settlement of Arrears 105.7-

Grand Total 684.8 663.0 

1/ As a result of a change in classification part of the debt services now appears 
in the Business Budget. 

2/ According to information provided to the IMF this includes LE 60 million of 
- current expandi ture for defense. 

SJURCE: Ministry of Treasury 



Table 8: 
INVESTMENT rn THE PUBLIC SECTOR 

:bE Million 

1963/64 1964/65 1965/66 1966/67 1967/68 

Business Budget 

Agriculture 48.6 43.2 49.1 47.5 33.,8 

Electricity 18.8 19.8 27.4 24.2 15.1 

High Dam 62.9 47.8 59.8 57.2 43.3 

Industry 109.8 80.2 63.8 41.5 46.2 

Transport and Communications 20.2 20.3 22.8 14.6 21.2 

Suez Canal 5.6 7.1 5.3 8.0 

Housing and Public Utilities 16.5 .12.8 16.4 13.2 6.1 

Health 2.1 1.1 1.9 1.6 0.1 

Culture and Tourism 11.7 9.2 6.1 2.5 2.3 

Supply. and Storage 2.8 3.1 5.1 2 .l+ 4.6 

Financial and Commercial Services 3.3 2.2 2.1 1.3 0.9 

Under Settlement 14.6 

Sub-Total 302.3 246.8 259.8 228.6 173.6 

1/ 2/ 
Services Budget- 67.1 47.4 40.4 42.6 58.6-

Total 369.4 294.2 300.2 271.2 232 . 2 

!( Including investment expenditure of governatorates 

2/ This includes "unclassified" investment for LE 24.7 million 

Source: Ministry of Treasury. 



Services Budget 

Business Budget 

Local Authorities 

Social Security 

Total 

Public Savinss as % of 
Public Investment 

Public Savings as % of GDP 

Table . 9 : PUBLIC SAVI:OOS 

(isE million) 

1963/64 1964/65 

- 124.0 - 145.4 

113.9 124.3 

9-7 8.2 --
69.8 100~1 

69.4 : 87.2 

18.8 29.6 

3.7 4.3 

Public Investment as % of GlF 19.6 14.3 

1965/66 

- 211.1 

136.2 

12.7 

109.1 

46.8 

15.6 

2.2 

13.8 

y GDP for 1966/67 and 1967/68 are rough estimates by the mission. 

OOURCE: Ivlinistry of Treasury 

Est. 
Provisional Budget 

1966/67 1967/68 

- 137.5 - 121.9 

I 110.0 68.3 

8.6 12.4. -
... 122. 7 154.6 

103.8 il3.4 

38.3 48.1 

4~5 4.7 

11.~ 9.7 



Table 10: TREASURY REQUIREMENTS AND FINANCING 

(:bE million) 

1963/64 

USES OF FUNDS 

Deficit in the Services Budget 124.0 

Capital Expenditure 369.h 

Total 493.4 

SOURCES OF FUNDS 

Surplus of Enterprises 70.8 
Depreciation Provisions 43.1 
Social Security Savings 69.8 
Local Authorities Savings 9.7 

Compulsory Savings Certificates 
Postal Savings 11.4 
Miscellaneous Receipts 55.2 

Foreign Credits 83.4 

Bank Claims 150.0 

Total 493.4 

!( Net of current deficit (LE 39.5 million} 

OOURCE: Ministry of Treasury 

1964/65 

145.4 

294.2 

439.6 

84.9 
39.4 

100.1 
8.2 

6.2 
8.8 

39.6 

80.6 

71.8 

439.6 

Budget 
Provisional Estimates 

1965/66 1966/67 1967/68 

211.1 137.5 121.9 

300.2 271.3 252.9 

511.3 408.8 374.8 

1/ 
106.2 71.4 17.6-
30.0 38.6 11.2 

109.1 122.7 154.6 
12.7 8.6 12.4 

17.5 24.8 15.0 
5.1 1.3 3.8 

48.0 9.5 56.2 

66.8 56.9 52.3 

,115.9 75.0 51.7 

511.3 408.8 374.8 



l'~i1jL..::, 11 J:i1..lJliJC~ OF PA:fLi'l. T~ 

Current Account 

&~r)or'-ss 

Suez Ganal receipts 
Travel 2..11d otller receipts 
ot.r~er :-ece~pts 

'fCTAI. 

l:rroorts 
Interestc and dividends 
Gov emment expenrb ture 
Other expenditures 

'.rOT.A.L 

Balance 

Caoital Account 

Grants and local curren~ loans 

( LS million : 

Foreign currency loans and other receipt s 

Total receipts 

Debt amortization and other peyments 

Balance 

~in~ncial Balance 
1/ 

Fore::_gn exchange reserves
D1F 2/ 
Non-resident accounts 3/ 
Errors and omissions -

1/ ~nnus signs incicate decrease LrJ. assets. 

1962/63 

199 .7 
6('; p 

./ • '-' 

38.4 
22.5 

330. )_~ 

367.0 
11.7 
26. h 
40.5 

h45.6 

-115.2 

56.0 
51.1 

107.1 

-27.2 

-79 .. 9 

-.(' "") 

~ 

-19.7 
-7 .o 
-8.4 
-0.2 

~/ Net use of resources; m.j.nus signs indicate dralTings 
~ Net change; minus signs indicate ~~crease in UAR liabilities 

Source: Central Bank of Egy-pt 

1963/6!-t 

243.l 
74.L 
43.7 
17.2 

378. ~-

429.3 
14.1 
27.1 
48.6 

519.1 

-lL~o. 7 

63.0 
103.7 

166.7 

-63.5 

-103.2 

-37.5 

-0.8 
-8.1 

-23.9 
-4.7 

1964/65 

21+4 .8 
82.8 
54.6 
16.9 

399.1 

39 t~ .o 
lL~. 7 
35.3 
42.1 

486.1 

- 87 .o 

49.7 
ll1.8 

161.5 

-86.5 

-75.0 

-12.0 

-15.1 
-0.9 
7.0 

-3.0 

1965/66 

251 .0 
90.6 
4h.l 
24.7 

410.4 

423.2 
15.9 
38.8 
49.1 

527.0 

-116.6 

32.0 
121.1 

153.1 

-51.7 

101.4 

-15.2 

-29.5 
1.1 

15.5 
-2.3 

1966/67 

263.9 
95.2 
59.8 
19.9 

438.8 

414.4 
19 .o 
35.7 
49 .o 

518.1 

- 79.3 

8.9 
154.6 

163.5 

-64.6 

,18.9 

19.6 

26.3 
10.8 

-16.0 
-1.5 

i 



li'O ODS'fU:F':F'S 

lish 
Onions, raH 
Onions, dehydrated 
Potatoes 
Fruits 
Rice 
Groundnuts 
Sugar, molasses, etc. 
Others 

RA.~T l"'ATERIALS 

Hanganese 
Lime phosphate 
Rat-T cotton 
Flax and hemp, raw 
others 

Crude oil 

'rABLE 12 

TOTAL 

TOTAL 

Benzine and kerosene 
}mzout, diesel, solar oil 
Others 

TOTAL 
FllJISHED & SEr1I-FINISHED PRODUCTS 

Oil & cake (cotton used & others) 
Cements 
Chemicals, medicines, pharmaceu-

ticals 
Rubber, tyres, tubes 
Books, ne-v;s prints & periodicals 
Artificial silk, yarn & fabrics 
Cotton yarn 
Pure cotton, piece goods 
Clothings, made-up cotton pure 
or mixed hosier-y · & linen 

Footwear 
Others 

TOTAL 

Other Exports (unspecified) 
TOTAL EXPORTS Y 

1/ 
C01-1MODITY COl·'IPOSITION OF EXPORTS: 1962/63 - 1966/•)'( -

(I.E million) 

1962/63 1963/64 1964/65 1965/66 1966/6? 

0.9 
4. ~-
1.9 
2.7 
0.7 

19.0 
0.5 
2.2 
1.9 

34.2 

0.9 
1.4 

103.7 
1.6 
0.5 

102.0 

13.6 
1.9 
2.2 
0.2 

17.9 

1.0 
1.4 

0.9 
0.4 
1.2 
1.1 

12.0 
7.7 

0.5 
0.2 
1.9 

28.4 

9.3 
197.8 

0.7 
4.6 
1.3 
1.4 
0.9 

31.2 
1.1 
3.9 
1.9 

46.8 

0.8 
6.3 
1.3 
1.3 
0.7 

21.6 
0.7 
1.5 
L~ .6 

38.8 

0 r" 
·.::> 

4.8 
1.0 
2.5 
0.7 

21.8 
1.0 
1.3 
2.7 

36.3 

0.7 
8.4 
1.0 
1.7 
1.4. 

27 .o 
1.2 
1.0 
3.9 

46.3 

1.1 0.9 0.6 0.3 
1.5 1.5 1.6 2.1 

117.4 148.3 144.5 127.6 
1.3 0.6 1.0 0.3 
o~ ________ o_.l~~-------o.5 _______ 1_._2 __ _ 

121.8 151.4 148.2 131.5 

14.8 
2.4 
4.1 
0.3 

21.6 

0.9 
1.1 

1.3 
0.7 
1.5 
1.2 

21.0 
9.0 

1.0 
0.2 
2.8 

7.4 
238.3 

10.5 
4.1 
6.6 
0.1 

21.3 

1.0 
1.5 

1.4 
0.3 
1.8 
1.0 

23.5 
10.4 

1.5 
O.h 
3.4 

46.2 

265.2 

5.0 
3.4 
5.5 
0.1 

14.0 

1.3 
2.3 

1.3 
0.1 
1.9 
0 .. 7 

30.9 
10.4 

1.0 
0.2 
4.5 

54.6 

5.4 
2)8.5 

4.5 
4.8 
5 .1} 
0.1 

14.8 

0.7 
1.8 

1.1 
0,1 
1.5 
0.7 

32.3 
13..8 

59.9 

8 8 . ~ 
261.3 

!( Totals 1~7 not add because of rounding 

Source: Central Ba.tJ.k of Egypt 



Table 13 . FOREIGN TRADE INDEXES AND THE TERMS OF TRADE . 
1962 1963 1964 1965 1966 

Exports 

Value 69.6 100.0 102.8 115.5 114.8 
Price 90.7 100.0 1o6.8 113.2 109.8 
Quantity 76.8 100.0 96.3 102.0 104.6 

Imports 

· Value 76.5 100.0 .103.1 98.7 116.5 
Price 84.9 100.0 103.5 103.3 100.3 
Quantity 100.0 

Terms of Trade 

Net rate 107. 100 103 110 109 
Gross rate 117 100 105 98 111 
Income rate 82 100 100 112 114 

Source: Central Agency for Public Mobilization and Statistics 



Table: 1h U.A.R. 

ALTERNATIVE I A L T E R N A T I V ·E II 

1968/69 l969/7u·-· 1972/73 1968/69 1969/70 1972/73 

1. Gross Domestic Product 5,596 5,.897 7,004 5,596 5,7.59 7,004 

2. Investments 7.59 862 1,058 159 863 1,058 

3· Savings 488 .547 768 603 679 954 

4. Net capital inflow 271 31.5 290 1.56 184 104 

5. Exports 1,066 1,103 1,233 1,U3 1,168 1;402 

6. Imports _1,337 l,41B 1,523 1,269 1,352 1,506 

7. Gross Capital Inflow 377 5.59 658 362 421 397 

8. Debt Service 206 244 368 206 237 294 

9. Debt Service Ratio 19.3 22.1 29.8 18..5 20.3 21.0 

Totals: 1968/69 - 1972/73 (~ __ Dlill:i.on U.s. dollars) 

Alternative I Alternative n 

InveBtments 4,589 4,559 

Savings 3,ll0 3,855 

Net capital inflow 1,479 734 

Gross Capital inflow 2,861 2,040 

Debt Service 1,482 1,306 



Table 15: U.A.R. Illustrative projections - Exports (1969/70 - 1972/73) 

Merchandise Exports: 

Foodstuffs 
Raw Materials and Cotton Products 
Manufacturing other than Cotton 
Fuel 
Other Exports 
Total Merchandise 

Invisible Receipts: 

Suez Canal Receipts 
Travel and other 
Other 
Total Invisible Receipts 

TOTAL EXPORT EARNINGS 

Alternative I 
1969/70 1972/73 

1,103 1,233 

Alternative II 
1969/70 1972/73 

131 
424 

34 
67 
26 

bl32 

270 
158 

& 

1,168 

774 

332 
222 
74 

628 

1,402 



GDP 

Exports 

Imports 

Tab1ea16 U.A.R. : Illustrative Projections (1967/68 - 1972/73) 

Armual rates of change (percent) 

Alternative I Alternative II 

5.6 5.6 

5.5 8.2 

5.4 5.1 

Investments 9.8 9.8 

Savings 9.5 17.0 



PRELIHitiARY 

Table It: UNITED ARAB REPUBLIC' - EXTE RRfiL HEDIUH- AND LONG-TERH /1 PUDLIC DEBT 
OUTSTANDitJG INCLUDING UNDISBURSED AS OF DECENBER 31, 1%7 

Debt Repayable in Foreign Currency 

(In thousands of u.s. dollars) 
Page 1 

Iter.1 

'l'OTAL EXTERNAL PUBLIC DEBT /2 

Debt in cor.vertible currency 

Australia -Suppliers' credits 
Austria -Suppliers' credits 
Belgium -Suppliers' credits 
Canadian Government loan 
·Denmark - Suppliers' credits 
France -

Suppliers' credits 
Government of France 

Germany 
Suppliers' credits 
Private bank credit 
Government of Germany 

Greece -Suppliers' credits 
Italy 

Suppliers' credits 
Private bank credits 
Government of Italy 
Nationalization 

Japan - ~ppliers' credits 
Kut-1ait 

Private bank credits 
Government of Kuwait 

Mexico - Suppliers' credits 
Netherlands - Suppliers' credits 
Saudi Arabia Government loans 
Spain -Suppliers' credits 
Sweden -Suppliers' credits 
SvTitzer1a.nd- SL1ppliers 1 credits 
United Kingdom 

Suppliers' credits 
Government of U.K. 

United States 
Suppliers' credits 
EXport-Impor t bank 
AID 
Depar tment of Agr~culture 

PL u80 
c.c.c. 

See footnotes at end of table. 

Debt outstanding 
--~~cember 3~ 1967 
Disburs ed Including 

_____ o_n~lz undisbursed 

1,201,5.3Jl 
--- ··-

1,417 
l,~J9 

--~823 

2,8b3 
3,h9b 

35 ,8~0 
6,457 

29,393 
129,555 
49,?.81 
20,000 
59,874 

3_,062 
97, Sbl 
18,39~ 
26,100 
50,880 

2,186 
25 030 --g?;ao 
37,800 

11?,440 
9,880 

349 
2,074 

13,341 
3,~89 

-- -::7"5 

' . 17,814 
-...,....,12~,~ 

5,700 
142,987 

---1,959· 
18,670 
59,510 
62,848 

- -14,453 
. 48,395 

1,591,€-l.tO ----
_7lli)_§~ 

1 417 
--1'5i9 
--L?'tr23 

3,346 
3,496 

35 B~ 
-~6,..,..~1~~7 

29,393 
129 55S 

-ri~l 
20,000 
59,874 
3,062 

109.041 
-29-:1fl~ 

26,100 
50,880 
2,186 

25 030 
15?,240 

37 ,]oo 
117 ,Ll~o 

_---.9L880 
3119 

2 07[ 
-i33fiT 

6; 9_7:_9 
2 83 

-!Lsn~ 
-. -12;I1Ti 

5,700 
159_, 186 --l,m-
18,670 
75,523 
63,034 

- -14,t'39 
48,395 



PRELIHINARY 

Table 17: UNITED ARAB REPUBLIC - EXTERNAL MEDill1- AND LONG-TERI1 /1 PUBLIC DEBT 
'· -- ourrSTANDING INCLUDING UNDISBURSED AS OF DECEHBER 31, 1967( CONT.) 

Item 

IBRD loan 

Debt Repayable in Foreign Currency 

(In thousands of u.s. dollars) 
Page 2 

Debt outstanding 
December 31, 1961__ 

Disbursed Including 
only undisbursed 

35,500 35 2500 

Debts to Eastern European countries /3 516 2799 875 2253 

Bulgaria 94 94 
China 18,945 21 2321 
Czechoslovakia 44,231 ~42919 
East Germany · 2$,018 34z1Sl 
Hungary 20,135 242194 
Poland 15,622 402420 
Rumania 2zlib 9 2529 
u.s.s.R. 375,252 6631.069 
Yugoslavia 15,386 27 2N 

/~Debt with an original or extended maturity of one year or more. 
72 Excludes arrears of principal and interest up to December 31, 1967 as shown 
-below: 

(In thousands of u.s. dollars) 

Total 
Australia 
Austria 
Canada 
Denmark 
Germany 

• Italy 
Japan 
Kuwait 
Netherlands 
Saudi Arabia 
Sweden 
United Kingdom 
United States 

Principal 

78,889 
36 

299 
446 
974 

14,444 
8,842 
6,728 
4,200 

330 
1,037 
4,092 
5,352 

32,109 

Interest 

16,189 
7 

67 

205 
4,869 

758 
815 

2,520 

852 
6,096 

In the case of Germany and Italy arrears will be covered by the rescheduling 
ag1~ements signed in 1967 and not yet operative. 



PRELTIJINARY 

Table 11;UNITED ARAB REPUBLIC - ~"'{TERNAL MEDIUN- AND LONG-TERH /1 PUBLIC DEBT 
OUTSTANDING INCLUDING UNDISBURSED . AS OF DECE1.,1BER 31, 1967( CONl'.) 

Pa e 3 

13 Does not include the uncommitted portions of the follO\·ring frame agreements: 

(In thousands of u.s. dollars) 

Total 
Bulgaria 
China 
Czechoslovakia 
East Germany 
Hungary 
Poland 
u.s.s.R. 
Yugoslavia 

. . 

595,314 
1S,G5ff 
78,373 

124,.428 
71,976 
54,869 
10,007 

215,913 
24,690 

Sources: For loans from Eastern EUropean countries tables prepared by the 
Economic Cooperation Department of U.A.R. For IBRD and U.S. 
Government loans, creditor sources were used. For loans from 
all other countries the Bank Forms B, C and D submitted by U.A.R. 

Statistical Services Division 
Economics Department 

May 6, 1968 



PRELIMINARY 

Table 18 UNITED ARAB REPUBLIC - ESriMATED CONTRACTUAL SERVICE PAYME~f 
ON EXTERNAL MEDIUM - AND IbW-TERM PUBLIC DEBT OUTsrANDING:: 

Years 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976 and 
after 

INCLUDING UNDISBURSED AS OF DECEMBER 31, 1967 

( n thousands of US dollars) 

Debts in convertible currency 
Government Loans Suppliers credits 

34,23 . 96,120 

43,099 88,349 

57,030 58,686 

54,739 41,468 

48,273 27,345 

38,176 24,138 

35,911 16,045 

28,701 9,631 

119,270 40,612 

Debts to Eastern 
European countries 

55,951 

58,860 

111,694 

105,950 

99,333 

91,243 

84,922 

80,343 

307,501 

y Total of principal and interest payments. 

y Arrears are not includedo 

TOTAL 

186,302 

108,308 

227,410 

202,157 

174,951 

153,557 

136,948 

118,675 

467,383 



ANNEX 

Assumptions Used in Illustrative Projections 

1) Investment: Treated as an independent variable. It is assumed 
that investments will show substantial increases 
in the first two years arriving at the pre war level 
of fixed investment; after that they grow at 
7% per annum. 

2) Capital Output Ratio: 2.5 starting in 1967/68 with one year 
lag. This relatively low capital out
put ratio is considered to be feasible 
in view of (1) past performance; (2) 
existence of excess capacity in industry; 
(3) possibilities of quick yielding in
vestments complimentary to the High Dam. 

3) Marginal Rate of Saving: 

Alternative I: 20% starting in 1968/69 (this is the con
tinuation of the past performance) 

Alternative II: 25% starting in 1968/69. It is also 
assumed that the military expenditure 
will decline to the immediate prewar 
level and the difference will be shifted 
to savings. 

4) Exports: 

Alternative I: Total foreign exchange earnings has in
creased from 1959/60 to 1966/67 by 5.8% 
per annum. As a round figure 5.5% is 
taken for the future increase in total 
earnings. 

Alternative II: 

a) Commodity Exports: 1967/68 - 1969/70 were pro
jected separately; resulting average rate of growth 
applied to the period 1970/71 to 1972/73. 

(i) Commodity exports other than cotton, rice and 
fuels are projected on the basis of increases during 
the period 1964/65 to 1966/67. 
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(ii) Cotton: Availability of exportable 
surplus estimated in relation to expected 
increase in land under cotton cultivation. 
Expected price levels in the world markets. 
used to reach the value of exports. 

(iii) Rice - same as cotton. 

(iv) Fuels - Projections provided by the 
General Organization for Petroleum - these 
projections are based on proven reserves; actual 
exports may turn out to be higher. 

b) Invisible Earnings: 

Alternative II 

(i) Suez Canal: Revenues increasing at the 
pre-war· rates. 

(ii) Travel and Others: Increases at pre-war 
rates until 1969/70 and increases 12% per 
annum thereafter. 

(iii) Other invisibles: Asswmed to increase at 
the rate of pre-war years. 

5) Net Capital Requirements and Imports: Treated as 
residuals. 

6) Gross Capital Requirements: It is assumed that the 
U .A.R. will borrow half of its net capital require
ments from western sources and the other half from 
eastern European countries. It is also assumed 
that borrowings for service payments on existing 
debt and new capital inflows will be made from the 
countries to which the service payments are due. 
Pipeline of the capital inflow assumed to be con
stant and gross requirements are estimated as 
gross disbursement requirements. A rescheduling 
operation is assumed for the arrears. According 
to this, arrears will be paid in five years starting 
1968/69 with an interest rate of 6%. 
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Alternative I. 

(a) Borrowin from Western Sources: 80% in the 
form of suppliers• credits interest 
2 years grace and 8 years term to maturity) 
and 20% in the form of soft aid (1% interest 
10 years grace and 40 years term to maturity). 

Alternative II. 

(a) Borrowing from Western sources: 50% suppliers• 
credits and 50% soft aid. 

(b) Borrowing from Eastern European countries: 
Same as alternative I. 
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