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PROBABLE DEVELOPMENTS IN EGYPT

CONCLUSIONS

1, Egypt is of major importance to West-
ern security interests because Western
access to its territory in time of war is
essential for effective defense of the Mid-
dle East and because of the mnfluence
which developments in Egypt are likely
to have on the other Arab states.

2. Egypt is now controlled by a mili-
tary junta, the Revolutionary Command
Council, which has espoused a program
of internal reform and is currently at-
tempting to secure Egypt’s foreign policy
objectives through negotiation with,
rather than deflance of, the West.

3. Although the present regime has in-
herent politica]l weaknesses and will face
many difficulties, it appears capable of
coping with all purely domestic problems
likely to arise during the next few
months. Barring unpredictable contin-
gencies such as assassination, its earliest
and possibly most decisive test is likely to
arise in the field of foreign policy, specifi-
cally in connection with the contemplated
negotiations with the West regarding
British evacuation of the Suez base and
Egypt's role in Middle East defense.

4. A successful outcome of these negotia-
tions cannot be predicted, particularly
if the Egyptians continue to insist on
complete British evacuation before con-
sidering the defense arrangement which
they will accept thereafter. Difficulties
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will almost certainly be ecreated by hard
bargaining tactics by both the Eritish
and the Egyptians, and by the many sub-
stantive issues which must still be re-
solved.

5. If the negotiations broke down and a
prolonged stalemate ensued, the present
government would probably seek to cover
the failure of its foreign policy by assum-
ing an anti-Western attitude. Faced
with internal dissension, increazing op-
position, and possible overthrow, the gov-
ernment would probably seek arms and
increased trade from the Soviet bloc and
at least acquiesce in a renewal of guer-
rilla warfare against the British garri-
sons. Any successor regime would prob-
ably be more extremist and anti-Western.
Serious disorders would lead the British
to consider military occupation of other
parts of Egypt.

6. The achievermnent of an agreement
with the West satisfactory to Egypl
would greatly strengthen the position of
the present Egyptian regime. Its domes-
tic prestige would be increased and it
would obtain the means for making a
start toward improving its military and
economic position.

7. Egypt would remain, however, a bas-
ieally unstable country. Even with for-
eign aid, the regime would be faced with
difficult problems of management and
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social adjustment in carrying out its in-
ternal reform program. Egypt's eco-
nomic fortunes would continue to be
largely determined by the fluctuations of
the world cotton market. Finally the
regime would remain burdened with the
long-range problem of coping with heavy
population pressure and emerging popu-
lar aspirations in a land of limited possi-
bilities for increasing output.

8. The achievement of a defense agree-
ment settlement with Egypt along the
lines now contemplated by the US and
UK would provide the West with Egyp-
tian commitments regarding the Suez
base area. It would also provide the
West with an opportunity to secure closer
cooperation from the other Arab states.
Important sources of friction would re-
main, however, notably Anglo-Egyptian
suspicions and Arab-Israeli tensions

DISCUSSION

INTRODUCTION

9. Egypt is of major importance to Western
security interests. The Suez Canal lies en-
tirely within Egyptian territory. The Suez
Canal area contains the largest and best
locatad military base in the Middle East, and
its communications facilities and labor sup-
ply are the best in the region. Western
access to BEgyptian territory in time of war is
eonstdered essential for effective defense of
the Middle East. Moreover, because Egypt is
the most advanced and influential of the
Arab states, developments in Egypt will have
eonsiderable efect on the attitude of the
other states of the Middle East toward the
West, on Arab-Isrzeli relations, and on Com-
munist influence in the area.

10. The Revolutionary Command Counecil®
under the chairmanship of General Moham-
med MNagib has complets control over the
Egyptian Government Since overthrowing
Eing Farouk in July 1952, the RCC has put
an end fo parliamentary government by abro-
gating the 1923 Constitution and abolishing
all political parties, and has destroyed or neu-
tratized major opposition groups. General
Nagib is Prime Minister and has assumed
extraordinary powers for three years. The
ROC not only has control over the govern-

1 The Revolutionary Command Counedl, commonly
called the High MIltary Committes until & re-
cent ofMcial announcement, i hereinafter re-
ferred to a5 the ROC,
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ment and the ability to maintain public order,
but it currently enjoys widespread public
support for its domestic and foreign policies.

11. The members of the RCC regard them-
selves as revolutionary reformers; they are
committed to a bold program aimed at achiev-
ing sweeping internal reforms, at paining and
exercizing full Egpyptlan sovereignty, and at
strengthening Egypt economically and mili-
tarily, Breaking with the precedent of the
governments that preceded it, the RCC in-
augurated iis regime with an energetic as-
sault on corruption and inefficiency and a
change of approach in the fleld of foreign
policy which has provided a new and favora-
ble opportunity for the negotiation of out-
standing issues with the UE

BASIC CONCERNS OF GOVERMMENT
IN EGYPT

Political

12. By decree, supreme sovereignty is exer-
cised by Nagib in conjunction with the RCC,
which reportedly follows the prineiple of ma-
jority rule. A Council of Ministers, which Is
appointed by and may be dismissed by the
RCC, sits with the RCC to pass on the generil
policy of the state. The RCC has the coop-
eration of a number of competent civilian
fezders In high posts and of the rank-and-file
of civil servants,

13. Sin¢e coming to power the RCC has ruled
with increasing effectiveness and has dis-
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played great shrewdness in dealing with
existing political organizations and prom-
inenf political personalities, It has an-
nounced and implemented axtensive reforms,
which have always been contrived and pre-
sented in a manner which has attracted more
support than opposition and conveyed a sense
of active concern for the nation or some large
element within it. The RCC has been able to
achieve this political success, in spite of the
handicap of inexperience, because its pro-
gram has appealed to the important middle
sector of Egyptian society, made up of stu-
dents, government workers, professional
classes, and small businessmen. The mem-
bers of the RCC are themselves members of
that social group, were educated in institu-
tions where its emerging idesls predominated,
and accept the principles and objectives of
Egyptian nationalism. The RCC has won
the support of the members of the middle
sector of Egyptian society because its pro-
gram gives expression to their aspirations for
independence and reform and gives hope for
the achievement of these long-cherished

goals.

14, The RCC is apparently aware of the im-
portance of catering to the urge of the mid-
dle sector to engage in political activity and
so far has managed to keep it satisfied and
loyal, without sacrificing its own power.
Ower the long run, however, the RCC will have
to provide other means for this middle group
to get a sense of participation in political life,
or run the risk of dangerous opposition from
the most peolitically conscious and influential
members of Egyptian society. It is currently
attempting to do this through the medium of
the new official “Liberation Organization”
which is designed to provide & new center
around which political support for the new
regime can be organized. The RCC has
placed great emphasis upon itz reformist
aspirations, but it has shown Inereasing cau-
tion about unorthodox schemes for solving
the country's problems, however great imme-
diate political value they might have. In a
period of crisis, however, inexperience and
zeal to win wider popular support might lead

the RCC to attempt sweeping programs be-
yond the capabllity of the povernment.

15. A potential source of weakness in the RCC
is its reported division inio two factions on
questions of principle and tactics. One
group, which includes General Nagib and
which has dominated the RCC from the be-
ginning, supports & palicy of moderate na-
tionalism and currently advocates an at-
tempt to secure benefits for Egypt through
bargaining with the West. A second group is
said to lean more toward extreme nationslism
and a tactic of toughness and militancy.
Divisions within the RCC are likely to in-
crease if the regime {ails {0 make progress,
thus decreasing the effectiveness of the gov-
ernment.

16, There exist several opposition groups
which might participate in & counter-revolu-
tionary movément. These include the sup-
porters of the monarchy, the upper-class poli-
ticians who formerly dominated Parliament,
the Wafd Party, and Army groups associated
with the former High Cormmand or opposed
to the Army's new political role. All these
groups have been weakened or neutralized by
the present government, but they would gain
strength if the government suffered serious
reverses or failed to make progress, or if seri-
ous conflicts developed within the ROC itsell,
Even the groups now supporting the RCC,
particularly the Moslem Brethren, milght turn
against it under certain circumstances.

17. The small and {actional Commuonist
movement in Egypt is not likely to become
a seriolts threat as long as the present regime
makes progress foward its announced goals.
The RCC government will conbinue {o sup-
press Communism and apparently has the
means to control Communist-inspired disor-
ders in Egypt. While these circumstances
prevall, Communists are unlikely to make
progress toward infiitrating the armed forces
or the civil agencies of the government.
Commutists in Egypt will probably concens-
trate on anti-Western propaganda themes
such as “imperialism,” and US support of
Israel, particularly while negotiations with
the West continue. If, however, the govern-
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ment's policy of bargaining with the West
should end in stalemate the Communists
woiuld enjoy an increased propaganda ad-
vantage, If economic deterioration and fail-
ure of projected economic and social reforms
prodused widespread dissatisfaction, Commu-
nist influence with students, labor, and peas-
ants would be greatly increased. In the event
of the serious weakening of the government's
position in Egypt, the Communists could con-
tribute to the general instability by support-
ing one or more of the opposition groups now
infiltrated to a limited extent.

Economic

18. When it came to power in Egypt, the RCC
was keenly aware that much of the dissatis-
taction with the former reglme stemmed from
its corTuption and from its failure to deal
affectively with the country's growing eco-
nomic problems. IE took early and strong
action against the governmental corruption
and inefficiency which had had an adverse
affect on the economy. The many royal
favorites were removed from positions of
power and political parties were required o
dizown and expel corrupt elements. It an-
nounced a sweeping land reform Pprogram
and took steps to meet the immediate domes-
tic cotton crisis.

19. The RCC's land reform Program as &n-
acted, though less ambitious than the one
originally announced, remaing it most im-
portant domestic innovation and a principal
reggon for its reputation as a champion of
reform. Under present plans, the govelD-
ment will in the next five years take OVET
that portion of individual holdings which is
in excess of 200 acres for redistribution to
andless peasants in two to five acre plots.
In addition, the government is instituting col-
lateral changes which may have an even more
pronounced effect on Egyptian agriculture,
among them a restatement of peasant rights
vis-a-vis their landlords, provision for govern-
mental fixing of agricultural wages, and com-
pulsory membership in agricultural coopera-
tives by all holders of five acres or less, The
land redistribution program will involve
about one-tenth of the land now under culti-

vation, less what the larger landholders give
to thelr relatives or sell to others, as permitted
by the law, before the governiment moves in.
The program is set up on self-liquidating
lines; the government will pay off the large
landowners in government bonds and in turn
is to be paid back by the new peasant pro-
prietors over & thirty-year period.

20, The program has thus far been a major
political msset to the regime; iis popularity
among the peasantry and the middle groups
has more than outweighed the adverse eflect
on the already hostile landlord class. How-
ever, the political value of the program may
decline as it is carried out. Present suppor-
ters of the program may become disiflusioned
as it becomes apparent that only a small
fraction of the millions of landless peas-
ants — perhaps 150,000 families — will obtain
plots of their own. Even if the program is
quickly and efficienily implemented, riiral
living standards will not necessarily Improve.
Unemployment among hired farm laborers
may increase, and production may actually
decrease as a result of the changes In owner-
ship, productionn methods, and marketing
channels. We believe that government at-
tempts to exact payments from the new
peasant proprietors will become a continuing
cause of friction, even though payments are
to be spread over a thirty-year period and
compensation rates have been set at hall or
less of the current value of the land expro-
priated.

21, The RCC has been forced to address jtself
to a =erlous cotton situation resulting
from excessive speculation under preceding
regimes, increased production of Egyptian
cottom, and a slump in the world cotion
market. Socon after the beginning of the
new cotton crop year in Seplember 1352, the
RCC government found that the state owned
a large carry-over from the preceding year's
crop and that speculation had priced Egyp-
tian cotton cut of the world market, in which
prices were falling. The government closed
the futures market, pegged the price of cot-
ton, and offered to buy it at that price in
order to prevent the ruin of Egypiian pro-
ducers. With great effort the agents of the
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government have succeeded in disposing of
mare cotton abroad than had been sold or
bartered at this time last year. The big cot-
ton problems, however, remain unsolved.
Because of increased Egvptian production,
this year's carry-over will probably be larger
than last year's, even if sales hold up. The
most dangerous element in the gituation is
the effect that the current low price of cotton
{less than half of last year's price for the long
staple variety) has on foreign exchange earn-
ings, upon which Egypt depends for vital
imports.

23, Under the present organization of the
Egyptian economy, Egypt exports about half
of itz agricultural output by value, using the
proceeds to purchase essential foodstufls and
\tems like fertilizer needed to maintain pro-
duction. ©Of these exports, cotton is by far
the most important, normally providing some
75-80 percent of Egypt's forelgn exchange
parnings. Egypt could make some adjust-
ments to a continuation of the present slump
in world cotton prices. It could probably
divert considerable additional acreage from
cotton to wheat, but even at present prices
wheat is still far more expensive to produce
at home than to buy with cotton proceeds
abread. Egypt may be able to barter increas-
ing quantities of cotton to the Soviet bloe in
exchange for wheat and other goods. In any
case, Egypt's economy would probably still
remain heavily dependent on the export of &
single commodity, the world price of which Is
unsteady and may be moving dowmward.
Moregver, it will probably be impossible to
find & substitute high money-yleld crop or Lo
achieve comparable returns from crop diversi-
fication.

3. The RCC will also be burdened by Egypt's
basic economic and social probiem, namely the
extreme poverty caused by the pressure of
rapid growth of population on the country's
mEeAgre TESOUTCES. There s no ready solu-
tion to this problem. The productivity of
land now under cultivation probably cannot
be substantially increased. Although it i=
sstimated that the cultivated area could be
enlarged by 25 to 50 percent through reclama-
tion and irrigation of presently unused land,
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this might cost as much as ten billion dollars,
or one-quarter of the total national income
over & twenty-year period. In past years,
pains in Egyptian production have besn more
than matched by Increased population, and
there is no reason to believe that there will
be any rapld change in the conditions which
are currently stimulating population growih.
Industrial development on a scale sufficient to
affect the Epyptian standard of living would
require an investment which, like that re-
guired for the reclamation of potentially
cultivable land, is larger than the économy
ean carry. Moreover, possibilities for indus-
trial development are limited by the scarcity
of known natural resources and by the ab-
sence of an adequate industrial base on which
to build.

Military

24. Egypt's military forces comprise a £:5,000-
man army consisting of two infantry divi-
slons plus smaller infantry, armored force,
antiaircraft, and coast artillery units; an air
force of about 3,000 men, and 111 fghter
planes (37 of them jets), 17 bombers, and 57
transports; and a navy of about 5600 men,
equipped with a variety of light escort and
coastal patrol vessels. These forces, to-
gether with the police, are adequate for main-
taining internal order, although their present
combat effectiveness is low. Much of the
equipment on hand is obsolete or obsolescent,
and there are serious shortages not only in
major items of unit and individual equipment
but also in spare parts and ammunition.

25, Egypt's present leaders, whose drive to
power stemmed initially from resentment
gver the weakened and corruptestate of the
armed forces under King Farouk, have made
it clear that they want to build a modem
military establishment capable of standing
up against Israel and capable of assuming
sole responsibility for defense of Epypt's
cities and bases, This desire to strengihen
the armed forces is reinforced by recognition
of the favorable psychological effect which
such a result would have, not only on the
population at large but also on the military

forces themselves, on whose continued sup-
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port the present regime relies primarily for
survival, However, Egypt cannot obtain the
volume of equipment it desires without meet-
ing the conditions which the US and UK
wish to impose. Moreover, evell if equipment
is made available, the transformation of the
Tgyptian military establishment into an ef-
fective fighting force will require sustained
outside technical assistance and a long period
af training. Although their effectiveness as
combat forces would probably remain low,
Egyptian forces could be extremely usefdl as
nase and line of communications personnel.

Foreign Policy

26. The RCC government has had its greatest
success in the fleld of foreign policy. It has
concluded that Egypt's strategic assets and
the West's need for Egypl's cooperation make
it possible for Egypt to bargain effectively
with the West. It has consequently aban-
doned the unyielding approach of its pred-
ecessors, and entered into negotiations with
the West, This does not indicate a reversal
of basle Egyptian attitudes. The RCC is har-
paining with the West, not becanse it 1s pro-
Western, but because it believes it can thus
best achisve its principal foreign policy objec-
tive: (a) full soversigh independence and the
strength to maintain it. The government
also belisves that the realization of this objec-
tive would contribute to the accomplishment
of its other principal foreign pallcy alms;
{b) leadership in the Argh world; and (¢} pre-
vention of the expansion of Israel.

7. The achievement of full Egyptian sover-
eignty through the evacuation of the Sudan
and the Suez base area and the military and
sconomic build-up of Egypt with Western ald
are the most important of the governmment's
announced forelgn policy cbjectives. Al-
though the RCC has adopted a more flexible
policy in bargaining with the British on the
Sudan question, RCC members probably share
the almost pathological distrust of the British
which characterizes their countrymen. Fur-
ther success in Anglo-Egyptian negotiations
will tend to ease relations between the two
countries, but will almost pertainly not elimi-
nate mutual suspiclons.

28. Egyptians do not regard the US asa colo-
nial power, but US support of Israel has made
them profoundly suspicious and resentiul of
US policy in the area. Al the morment the
Egyptian Government has an extremely cor-
diz] attitude toward the US, but this is prob-
ably based largely on considerations of ex-
pediency. The RCC has counted on the US to
bring pressure on the UK to make concessions
and sees in the US the most likely source of
military and economic assistance. If the
RCC became convinced that it could not ob-
tain these benefits from the US, it would
almost certainly abandon its present coopera-
tive attitude. Under any circumsiances, the
RCC would object to anything which it inter-
preted as US interference in Egyptian affairs.

29, The Egyptian Government will continue
its policy of developing and exercising political
ascendency in the Arab world. Although
Epypt may devole increasing attention to the
Sudan and Libya, it will continue to play the
leading role in the Arab League. The other
Arab states would probably follow Egypt's lead
in aseociating themselves with a Middle East
defense organization if offered eomparably fa-
vorahle terms, and would be unlikely to join if
Egypt failed to do so. The other Arah states
will also tend to give considerable weight to
the Egyptian position in such matlers as joint
action relating to Israel. With the poasible
exception of Syria, however, they are unlikely
to recognize Egyptlan authority to make deci-
sions for the Arab League.

90. The RCC is well disposed toward Pakistan
and would probably welcome thal country's
participation in an area defense organization
in which Egypt was invoilved. However, it
would resist Pakistani efforts to exercise lead-
ership in the Arab world.

31. Egypt's desire to obtain and to continue
to receive military and economic aid from the
West may lead the government to restrain
itself in its public utterances and public policy
toward Tsrael, but Egyptian hostility toward
Isras! cannot be expected to change. The
ROC will attempt to strengthen the Arab
League boycott, which it recognizes has been
causing trouble for Israel. Egypt's poley on
the procurement of arms and military assisk-
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ance will continue to be conditloned in large
measure by its desire to redress the military
balance of power between itself and Israel.
There is little likelihood that Egypt will take
steps to come to an over-all peace settlement
with Israel, or accept such gvertures as Israel
is willing to make. However, the present gov-
ernment's evident belief in the advantages of
bargaining and of compromise May lead it to
move toward some more specific regulariza-
tion of its relations with Israel.

32, The attitude of the RCC toward the East-
West conflict is opportunistic, I Se€5 & MOre
immediate threat from Israel and the UK
than from the USSR. It regards the cold war
primarily as a circumstance which enhances
its bargaining power with the West, particu-
larly the US. It is willing to contemplate co-
operation with the West for regicnal defense
mainly because it hopes the West in return
will evacuate the Suez base area and grant
military and economic aid. If aid were not
fortheoming from the West, we believe the
Egyptians would probably attempt to obtain
arms from or to expand trade with the Soviet
ploc, although, as with the West, they would
attempt to avoid any agreements with the
bloe which would involve any form of political
alipnment. However, opportunities for trade
with the Soviet bloc are limited and the USSR
would not be likely to give substantial assist-
ance to any Egyptian regime which was not
under virtual Communist domination.

PROBABLE DEVELOPMENTS

13, Although the present government is ap-
parently capable of raintaining security and
has reportedly made provislon for an orderly
succession within the RCC, the Egyptian sit-
uation contains so many elements of Insts-
bility that the course of evenls might be sud-
denly shifted by some unpredictable develop-
ment. MNevertheless, the present regime
apparently intends to follow through with a
policy of achieving Egyptlan objectives if pos-
sible through mnegotiations with the West.
The outcome of these negotiations not only
will have a major effect on Western interests
in Egypt and in the rest of the Middle East but
also is llkely to exercise a determining in-
fluence on the RCC's future policies and ten-

ure of power. We foresee no domestic lssues
which are likely to produce serious dissensicn
within the RCC or to provide opposition
groups with a sufficiently powerful lever to
oust it from office during the next few months.
Econcmic problems, while serious, are not
likely to assume critical proportions during
that period. Thus the earliest and passibly
most decisive test of the regime is likely to
arise over foreign policy.

24, The first stage In the execution of this
policy has recently been completed by the
signing of an Anglo-Egyptian agreement pro-
viding for self-determination of the Sudan
within a period of three years. The RCC has
secured the early removal of the British-
dominated Sudan administration and has
gained at least temporarily the good will of
the great majority of Sudanese leaders. The
Western Powers, meanwhile, have achieved
the removal of the principal stumbling block
to settlement of their other outstanding prob-
lems with Egypt without abandoning the prin-
eiple that the Sudanese must be able to decide
for themselves whether they wish to be inde-
pendent or joined in some fashion with Egypt.

Negotiations with the UK and the US

35. With the completion of the formal Sudan
agreement, negotiations are now to go for-
ward on the future of the British-occupied
Suez base and on Egypt's role in defense of the
Middle East. It isexpected that Egypt will be
offered a firm commitment regarding evacua-
tion of British troops from Egyptian soil and
assurance of UE-US economic and milifary
assistance n retarm for commitments regard-
ing: (a) Western use of the Suez base in time
of war; (b) peacetime maintenance and air
defense of the Suez base area; and (¢) Egyp-
tian participation in a regional defense organ-
ization.

38. We are unable to estimate the outcome of
these negotiations.

a. On the one hand, the successful conclu-
gion of the Sodan talks has created a favor-
able atmosphere for the negotiations. RCC
members have conceded the need for Western
technicians to maintain the Suez hase, and
have indicated that the government would be
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garding evacuation and military assistance
had been met. The British, for their part,
have agreed to the principle of evacuation of
their troops from Egyptian territary, provid-
ing that satisfactory alternate security ar-
rangements are worked out with Egypt.

b. On the other hand, the multifude of com-
promises which must be worked out and the
attitudes which the UK and Egypt are likely
to display in dealing with each other will tend
o make the negotiations protracted and diff-
eult. The UK will probably continue to re-
gard the Egyptians as ariental bargainers who
would be quick to take advantage of any loop-
hole and who would regard any freely offered
concession as a sign of weakness; in conse-
quence, the British will probably continue to
favor a legalistic step-by-step bar gaining tech-
nique designed to assure a firmn Egyptian com-
mitment in return for every British concession
made. For their part, the Egyptians will tend
to remain suspicious about British sincerity
on the evacuation lssue, skeptlcal ahout the
military necessity for foreign participation in
the maintenance and the ground defense of
the Suez base area, and anxious to make the
mozt of current Western agernsess to reach a
gettlement,

97, Megotiating difficulties are mostly likely
to arise over the following points:

a. Evacuation of the Suez Dase The UK
plans to phase withdrawal of British troops
from the Suez base area with progress in the
negotiations, in order to insure Egypt's fol-
lowing throwgh with negotiations in good
fpith. ©On the other hand, the Egvptians have
not only insisted that complete evacuation of
British troops from Egypt is a prerequisite to
a deal with the West, but have sometimes
asserted that serious negotiations might be
out of the question until evacuation had been

ecompleted.

b. Air Defense. The UK will urge the mill-
tary necessity of having RATF squadrons par-
ticipate in air defense of the Suez base area
until Epyptian capabilities improve. Egvp-
tian distrust of the British and their gansi-

tivity on the question of soversignty may Iead
them to reject this proposal or to demand
restrictions on RAF activity unacceptable o
the British.

c. Base Technicians. Arguments over the
pumber of techniclans needed and their rela-
tionship with the Egyptian Government will
almost certainly arise.

d. Regional Defense Organization. Al-
though the Egyptians have indicated a will-
ingness to discuss plans for a Middle East de-
fense organization if their own requirements
are fulfilled, they have shown little real en-
thusiasm for the project and will probably
geek to keep their own commitments to the
organization to a minimum. They will prob-
ably be reluctant to grant the organization
pre-emergency rights in Egypt. In addition,
they can be expected to take strong exception
to having & Britlsh oficer head the military
command or staff organization. The Egyp-
tlans may present their own plan for an ared
defernise organization based on the Arab
League Security Pact.

g. Economic and Military Aid. The Egyp-
tians may object to the proposed phasing of
aid to progress in the negotiations. They
may make unreasonable demands regarding
the type and quantity of aid, and may hold
out for grant aid with no strings attached.
Finally, probable British insistence on the
UK's position as Egypt's habitual source of
military supplies may cause difficuliies.

If Megotiations Break Down

38 1f the negotiations broke down completely
and if the US and UK were unsuccessful in
evolving some new and different approach to
the problem, we believe that the situation in
Egypt would gradually deteriorate. Open
opposition to the British would increase, and
opponents of the policy of negotiating with
the West would be strengthened. At least ini-
tially, the RCC would probably seek to con-
vince the US of the necessity of assisting them
regardless of what the British thought. Re-
quests for US economic and military assist-
ance would be renewed, accompanied by warn-
ings of the increasing danger af the assump-
tion of power by Communist OF ultra-nation-
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alist elements and by hints that Egypt might
be forced to turn to the Soviet bloc for
assistance.

39, If the stalemate between Egypt and the
West continued, the regime would almost cer-
tainly be compelled to adopt new tactics. US
ability to influence the situation would de-
srease. The Egyptian Government would
probably seek to obtain arms from and {o in-
orease its trade with the Soviet bloc. Anti-
British demonstrations would probably ftake
place in the cities, and a renewal of guerrilla
warfare against the British troops in the Suez
base area would be likely. Although ihe
Epyptians would not be capable of physically
expelling the Eritish garrisons there, even if
the Egvptian Army were employed, & cOm-
bination of guerrilla attacks and economic
sanctions could make the operation and
maintenance of the base difficult and costly.
As tensions mounted within Egypt, the RCC
would face internal dissension, increasing op-
position and possible overthrow. Any suc-
cessor regime would probably be more ex-
tremist and anti-Western, Serious disorders
would lead the British to consider military
occupation of other parts of Egypt.

If Megotiations Succeed

40. If the RCC succeeded in reaching a satis-
factory agreement with the West, its position
would be greatly strengthened. Ewven if some
technicians and RAF units were allowed to re-
main, Egyptian assumption of control over
the Suez base and the evacuation of its British
garrison ——a goal which previous Egyptian
governments have attempted in vain — would
represent an important triumph for the re-
gime which would add to its prestige and un-
dermine the opposition. The removal of the
immediate causes of friction between Egypt
and the West under these favorable circum-
stances would inerease Egyplian self-asteemmn.
Finally, receipt of economic and milltary aid
would further strengthen the position of the
government and permit it to make some Drog-
ress toward improving economic conditions.

41. Achievement of & general settlement be-
tween Egypt and the West would at best

ameliorate the situation and would not itself

SR

guarantee lasting results, Several potential
sources of friction between Egypt and the
West would remain:

a. Suspicion of the West and lack of pri-
mary concern over the Soviet menace would
continue, at least initially, As a result Egypt
would probably be grudging In its cooperation
with the Middle East defense organization and
might sesk, in response to popular pressure or
an its own initiative, to circumscribe the ac-
tions of the defense organization and of West-
ern military advisers within its territory.

b. Egypt would almost certainly insist on
continuing economic and military aid as the
price of continued cooperation with the West.
Particularly in the military field, friction
would be likely to arise over the amount and
character of Western assistance.

c. Antagonism between the Arab states and
Israel would continue, and the provision of
substantial amounts of military equipment to
Egvpt would arouse Israel's fears of a renewal
of hostilities. US association with Israel
would continue to handicap US relations with
Egypt
42 Other potential sources of friction not
directly connected with the settlement will
remain:

g. Some friction will probably arise over
implementation of the Sudan agreement, par-
tieularly as the time for elections and for the
later decision on Sudan's future status comes
near. The retiring British element in the
Sudan administration iz bitterly hostile to
Fgypt and will probably seek to encourage
anti-Egyptian tendencies in the Sudan.
Egypt. on the other hand, will probably em-
pioy electioneering and proselytizing tactics to
which the British would take exception

b. The status of the Suez Canal might also
become the subject of controversy. Egypt has
sought to prevent the movement of Israel-
pound goods through the canal, and the Brit-
igh and French have asked the help of other
Western natlons to bring an end to this prac-
tice. The RCC government will probably
continue to attempt to block the passage of

Israeli goods.
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The Qutlack for Internal Stability

43. In any event, Egypt would remain a bas-
fcally unstable country, Under the best of
circumstances, the RCC regime would have
serious problems of manzgement and social
adjustment in carrying out its internal reform
program. In addition, it has only Hrmited
abllity to fulfill the hopes and expectations of
& better life which itz own program is heiping
to stimulate. Egypt's economic fortunes will
continue to be largely determined by the Huc-
tuations of the world cotion market. The
younger middieclass element which repre-
sents the most volatile group in Egyptian po-
litical life will 5till find only lmited opportu-
nities for asquiring jobs and status. Finally,
the government will continue to be confronted
with the underlying difficulty of coplng with
heavy population pressure in a land of scarcity
in all the factors required to expand agricul-

tural and industrial output. Although this is
& chronic problem which may never emerge
in the form of & clear<cut immediate crisis, it
nevertheless makes Egypt's long-range pros-
pects for stability unfavorable.

44. Even with the benefit of foreign military
and economic aid, the regime would still have
difficulty in sustaining the atmosphere of
progress which has helped to butiress its
position thus far. In order to provide the
lower middle and fellahin groups with an
emotional substitute for unachieved social
and economic Improvements, it might be
obliged to adopt extremist policies, in the
foreign as well as in the domestic fleld. If
the regime faijled to make continuing progress
and was unable to provide adequate emotton-
al substitutes, it would probably have to re-
sort inereasingly to repressive and author-
itarian methods to remain in power.
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