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1. Viability: The Ersr goversment has had omly limited success
in its efforis to develop Egypt's resources. The koyutone in the regimss |
development program is the sswan High Dam, designed to incresse the
arabla iw By 15 perzeat sad relieove the hesvy populstion proasare of
23 wiliion people liviang im an ares where population demsity is wore
than double that ef the wost densely populated state im the s,

A. 'The aational income of Egypt im 1955 was less than $3.5
biliion, congidorably less tham 1 percemt of US maticanl incowe,
Fer capits iacome is oonly siightly wore tham $100. The igypiian
artional iacome has bean growing sosewhat during the laet fow
yosrs, but the daily per capita food consuaption is ti1ll no more
thas 2,300 calories,

B. The pupulation of igypt hes doubled in the ieat 56 yoars,
and 8t its preseat growth rate of about 2.5 persent por year will
doubie ia another 30 years. Ssveaty perceat of the populaticn
is 1lliternte,

4. Agriculture: More thea 75 perceant of the pepulation depend
diractly upon the iand zad are supported by agricultwre. Agricultare
constitutes adout one-third of national income. Nost of Sgypt is desert:
ouly 3 percent of the land is arable, and wost of this im under cultiva-

tion.
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i, <Cottem is the most impoertant crop, sccouantimg feor 25 to 33
parcant of {he value of agriemltural output sad for S0 psrcemt of
couniry's foreigm exchanpe earnings. Egypt produces 50 percaent
of the worlid's exira-leug staple, 43 percent of the loag and
wadiowm staple, bt only 3 percent of itoial world cotiom.

B. {eoreais, sspecially shesatl sad maise, cccapy about 30 perceat
ef the cropped aras. Even so, Egypt is far from self-sullicient
and imporis sbout ong-fourth of its wheat consumpiion, although &
bumber crop iun 1954-1935 made wheat imporis temporarily unnscessmary,

. ¥ith continual population pressure, the agrisultaral szitu-
ation wust Bo characterised as increaziagly severe. Hince 1937,
the popmiation has imcressed by 45 perceant, bat oropped avea o
oniy i% percent. Although the goverament, through land reclamstion
and plana for the Aswkn High Dam, is attomptisg te add to the arable
lznd, sven saccessiul sccomplishmeni of igyptisn plans in agriculture
woald leave the couniry in abont itn presest s{tustion in view of
the predicted populsiion growth,

3. 1Industry: Zgypt bas enly limited imdustry snd but smsil
industeinl potential, Ceotton textiles sad food and beverages sro the
mozi iwportant mamafsctared products. Other industries include apparel
maayfacturd and building materials,

#e Hgypt is attempling to diversify and expsnd its industry,
The most ambiticus specific projects are a sieel will (265,000
iagotl ton capacity, t¢ be cvompleted in 1937) sad & fertiliser planmt.

Ume of the primnecipal deficienciaes standing in the way of industriali-

zation is a severe shortaga of fuels and power. Hgypt's emergy

regources consist largely of a hydroalestric potential asseciuted
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energy consumption, but is largely imported. It im unlikely that
£zypt’s resources will permit aaything other than a2 meodest
industrial development.

B, &gypt has only limited capsadilition ina arme manufscture,
vonfinad to smell srus and light artillery. ﬁﬂxmy axpondl tures
(exclusive of the arwe deal with the Soviet Bloc) consume as wach
sz 7 or 3 pervent of Eyptissn mational income st the present sand
rapresont a draian on Kgyptiss iadawtiry sad sampower. Yhe arms-for-
cotton deal with the Bloc will xbsorbk a sigunificant portion of
Egypiinm cotton exports.

4, Persign Fimsncial felmtioms

&, Foreign Trade: Egypt is heavily dependent on itse forelgn

trade, vhich ix egusl te about cae third of (ts satiocnal income.

Half of the country's sgricultural products are aexpoerted. Coiton
secounis for 80 percent or wore of ssxports. Hice and cOtton are
the only other sigsificant exports, On the import side, capital
goods, fertilimers, and wheat predowinnte.

{1) The priscipal trading partners of kgypt hBeve been on
the sxport side, Iadiz (9-12 percent of total exporis), Fraasse
{9-12 percent), the ¥ (8-.10 percent), asd Czechosicvakia,
Communist Chins, Japsn, West Germany, Gresi Britain, sad Italy
{all sbout & perceant). Great Britain, the BB, ta&t‘éaruuny,
Italy, and Frasce provide well over 50 percent of importis,
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{2) There bas been a noticeable incresse in Egyptian
sconomic relations Witk the Eimo-Soviet Bloe, dven eoscludiag
the Bloc srws deal, Bloc trade with Egypt wae up 70 percent ia
1955 over 1854, If the arms deal of over $300 miliion is
included, the incresse was more tham 200 percent, Bgypiian
exports to the Blog, im 18565, primcipaily ecotton apd rice,
wore nearly 30 percesi of total exports, snd imports from the
Bloc, exeluding arws, wore shbout 7 percent of the total.

Datil 18564-1935, wheat was & principal import from the Bleoc;

following Egypi's buwper crop in 1853, petroleun prodocis had

wineral fuels replaced wvhent as saiwport,

(3) Simce gotton acesusts for over 80 percent of Egypt's
exporis, the country is at the sercy of fluctuating worid cotton
prices, aand ispotentially vuiserabls to the actions of the
U8 in this merket., The Bloe,sas, however, sheorbed incressing
gquaniities of igypiian cotton. In the 1955-1858 Crop year,
Bloc imports of Zgyptisa cetion incoressed 167 percant and the
Bloc is now taking & third of Egyptian cvotten, 1Ia the same
pariod, the lncremse of Ngyptisa cotton ¥ soa~Blee countiries
¥as only 33 percent.

B. Assets: Sgypt has hed & steady trade defsteit im the post-
war period. At presant Lgypt hes $425,800,000 in foreign eoxchange,
¥175,000,000 in gold, and possibly as much as $75,000,000 in doliar
holdings. Great Britsin, France, sad the US have frozen Ggyptian
sssetle under thelr contrel, & wove which in the short run will
hamper Bgyptisn trasde. Oreat Britais end France, however, sach
have nssets worth wore thas 31 billion in Egypt.
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C. Hoviet Bloc Pemeiration LKfforis: The Bloc has wado sxteasive

afforts 1o infiltraie the Zgyptian economy. However, thers is ne

evidouce that the Bloc is sble to exercise a decisive role iu the

oparations of the sconomy. The most pervesive Bloc influeace is
 through trade, whick has iporeamed sharply, and through avese ship-
sonis,. The USEA hee usde wague offers va the Aswan Nigh Pam, Also
indicetive o the oxtensive Blog iaterast in Egypt are the seanding
of doviet eagineers snd the coastruction, now under way, of an
susmelware plant by Poland, a power plaat by Hungary, & suger
reiinery by Last Gerssaany, a ruabber plast and s coment plsnt by

Smechoslovakia, sad other projects. Bloc credit contracts with

Egypt over the past two years, exciufing the srme desi, total about

35 millton. U8 aid since 1951 has been $193.5 million, includiag

%18.% millioa in tochaical assietance, $40 million in devolopment

sseistance, and $36 milliem for relief,

S. Tho Canal and Aswen Dam: Egypt, as s result of the smationali-
zation of the Censl, will probably recelve an additionsl 340 mtlilion ia
foreign sxuvhaage if prowment vraffic and rates prevail, sad sssuniag stock-
holders are not reimbursed. If the cemel toll ratem are deubdbled (this
would bave Reen porwissibie under the Cuaal Company charter and probably
would wol significsntly affect the trafftec low), égypt probably would
net more thas 5100 wmillion n yesr in foreign excheage from the oanni,

Thin vevenue would s¢ill not be emough fer. oyt {0 underiake comsiruaciion
of the sswaa High Dam without some cutside assistance. #However, if Bgypt
nots $100 million o year from the Canal, cAn avoid paying off Cansl Compsay
stockholders 1m the near fuiure, uwses its gold holdiogs, and can get some
of its steriing sand dollar sccounis vairoken, then it could, withomly
nodest outeide assistance, underiske large-zcales censtruction on the Aswan
ds wihhoudd BotRgitage RRAGIEL2 DuGMcRABT IRAKOM AU 1te & staadetill,




