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INCOME DISTRIBUTIOIN AND ECONOMICO DEVELOPMENT
IN THE ARAB WORLD

1850 - 1970'*/

Dr. GALATL A, AMIN
Avroe. Prof of Meonormics
Fuculy of Law, Afn Bhorrs Umdveradty

cunginlte;dtobaontthe};troblmafm.ﬁngpar-mptuhwomo
of ihe country as a whole

This is indeed regrettable for if the advanced countriss huve
onthewh.olamwoadadineﬂmj:mting.uratlcastm;rmtly

reducing, the worst forms of persomal and reglonal Inequality
thuhubymmumhounlc.hieV&ibya.nyAmbeountry.

{*} leyninrlanuu.utrLummu-ndbytbhrmdy;ubn_Emt
ond Budan in Africs, and Hyria, Lobanan, Jordun, Irop, Euowait ond
Paudl Aral's m Ay
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TABLE (1)
Percentazes of Natlonal Income Pecelved by the 57 of Total
Population with Highest Income. in the lat 1450"s

Comntry Ll Cvuntry ‘.
 Lcbenon — 3 Syria _more thon 33 (b)
Iraq 34 Libya 18
Egypt more than 34(n) Sudan 17
TTUSA (1850 T opi odin (1850) 83
Britain  (1851-2) e Cuylon (1892-53) n
W. Germany (1850) 238 Mexico (18H7) 37
Denmark (1837) 2.1
Nctherdanc3 {1850) 46

{a) Purconisge cf tR tetal ineom: ot urtun popalit 1 Tuy atvriiig
to the t.p & ¢ wban pojulat n
by Pvreonture af totnl pational lneon . UCUT T to tb- tp © o urban
popul thin cw ¥
poarces 1 Lemunna, lrudg, Llbys and oot Adilman & T e, An A
teray o1 Ircome Dhtritotd 1 m Divlopmg Comra - ovelog-
prnt Dége 1, Out 1971 p. 27, Eoypt: Ruvdy H LEDDLe Jas
rme, Lsa Editdons o Mot Porls, 1031 F 415 wyTia !
BEilun. 'o. € oitare ot Develagpe” wnt vo MyHr ot duns Fo Tay~
Eeturdds, Cdiions Anthrep . Fomis, 1099 p. 224,
F.r cmmtoes : Gumaz. O sre Dhoptrutis or In oros b0
rrl  d~ Fped Qomntrie: .1 oo, J & T oarc. B
The Ti-Ciboien ot Natlonl Ioceme, Tperulan N Y. 1M
p- 2%

One ixruse given for ik negl'tt of the prunl-aa of 1uc0-
reGinaibation in urderdeveloped ¢ yontrivs 1+ cf course thed
purety.l In the words of T. Murge~ ©

‘Where nearly all people :I10 “ery podr the cuiment
for 1odoeng & wide apg s above-at: . but sl
moderate ipcome-groups o plainly less thun pderquate
consumption can hardly bt g 1ong -

(1 Anothtr na-cm o wi.t Myrdul cadlb saonbe 1wy of the
it af woldrg o Fivhaot that Lot up. cibely Loa oo deesoshieR ot
prlit’eal power and eormuptkm (T Chaiknan «f World Poverty,
Plean, Leni o, 1971 P 118 & 227).

(2, Dottt o o ToerTe vl d v d Unbrd sl I Cuiiries
Econ. e J-mamo, 1736, D 181.
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This i3 obvicusly imappHeahle to Ruwait for whom growth
rather thar dletributon should be consudcred a ranrginal pro-
hlem. Its significanco may also be doubtful for Laibya or
Lebanon where per cepita income L conmcorahly higher than
in mcst othor underdev-loped countries. But even for other
Arab countries where per capita income Iy muck lower the
ugumentwmtoruinlnatreﬂgthonlylnmfu&uthem-
durddmmplrimnhthainﬁmekvdloradvmdmntﬂu.

& wnfficlant causs for excitamont over equality. If the alm,
bowever, w to arndicate the worst forms af «absolutes poverty
u.rrdtomectthemuchntm;ﬂerdemmduofthopmrutamﬂam
ofthopﬁpuhtion,agmtdﬂlmtobepomibhtbmugh
redistribution. It would emerge, for exnmple, that if the ave-
n.gutnoomeofthorhhutb%afthepopuhﬂﬂnafimqtsm-
ducadtohﬂfitalﬁ'ﬁﬂlmLth.ooth&rhﬂfbdngtmmfentdto
the poorest 2067, the uw:mgelnmmeafthchtte:rwouldha
muoltiplied more than nhme times.

Butevenifthee-c:onumict-wumdytoadmitttmtte
immediate effects of redistiribution on welfure may not be In-
algnificant he may gtll fear that It may have negative effects
on growth. Th.i::fu.rlahrg-ulythe-ruul'tofmdingtha_hnt-
century experlencs of tho now-developed countries whers in-
equnhiywum;tohuaboenhvomb]:oorntluanmtnmbm
otm‘tu.nletothdrn;ﬂdmwth_Bnicxntmpﬂmrymnﬂitlonsm
mmbwormmmdtﬂemtthatuuuatmnequﬂly
Btrongmbemdaforthcfawmhlaeﬂentaofgrutureqm-
ity on economie development.

Ocmnpmredwithth.efﬂlritmicﬂupper—tnmmﬁgrcmpaofthe
}utc&td:urytntheWe:tandthﬁEtmngdﬂvefurmptdapitﬁl
accumulation shown by the Soviet state In this century, the
Anbupper-chmuwnﬂuthanmdttulhowmuchlovmr
mpmuamumwdmmmmuymmmmm
Ithtbroughthhm]luect[unufthepopuhtion,butparﬂm-
larly through the new burcaucratic elites, thgt ths [nternationgl

etfcctmakelfnrlhlghfropemﬁtytown.mmo

—7
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for the country as o whole. Thesc n¢v eltes ar likelr 12 ap-
pear to the lower-inconie GIOUp- @ INOIY imitatubh ¢ than ther
pridecessord whose -odal distineticn iext 4 oa riove than mar
veutth. They ok seem more imelint1 o dispdoy their n-wly
acquired wealth than both the wupercs Tcd landlard, +hp tnd d
to enjoy it in the privacy of walled-i. palaces, or the rch of
the developed countries who keep miost of them voondth in the
form of stocks and bonds.

In enuntries where so much duperds on the Juvernraent
fficial taking the right declsion with regard to public invest-
ment end an the readiness of even the poore:t <cctions of th
population to accept restraints on crreumption, eftin A6 GUYe-
lopment must suffer from a syatem of Hstribution in wh.ch 1he
wrong deoslon can sometimas be mare highty rewanded. tn vk
the lower wtrata of the guvernment Bunaucracy arc Hocooarnged
by comparing the high ealaries at the top with their ovm pxr
1oy and with thdlr governmcnts’ pocialipt elogan:, and wher:
jutty bribes are accepted am a dex Tite MERSUTt for o rdsATl-
bution of Income which the govermmint haw fai'c] to enfree.

The favurrabic effects of inflation in o far av it rodiin-
btes income in favour of a clgx= churauteri-:d by n high pro-
pemmity to save ard mvest are lrgely lost whea heme tndu-ities
e freafficiontly peotected, as 8 the e of the oll eowrdans
rnd Lavanon. and when the beneficiz i - of ioflitwn ure b adnly
the trad-t. amd speculator- The - -legl econoriris’ Argy-
non* that 2 more equal i abotian v merly Irnd U fastr
population growih thus wiping out whatever wnefn the poo.
ny huve reaped, 18 mueh loae rolevant to @d ol bopel
cuntricy of today ahere population growth 1 much Lo the
reanlt of mervasng ipcome thon of m «dzrn mecicene  On the
othcr hand a wider marke! tought about by grovter ity
wa5 nrobehly lees vital to Emope iv it« enrly stag.s o wTov th
than it i to underdoveloped comntrn today v.ith theu peI-
Capita income being lower than that ci the me=ondy Jevvloprd
comintric 4 before thodr inthal phves of inh.drichztion s and
with ¢l the too-fumiliar probkmy fnang their cxperte.

(1 A ooty H : Ecanomie drmv.th and Treons In -peu-t,  Anirpooar
Bt mi Reakow. 1860, D 2.8

— 8 —
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Incrjuality of opportunitles In education alo meem maore
delrimcental to growth {n present-day underdeveloped countries
than at earlier times when indusiries were eble to maka more
w4 of traditional craft sidlls and whan entreprencurs as well
a8 labourers drew more wpon traditions! skilli znd Inventive-
ner1 and reliod more on education thruugh the family or per-
wonal apprerticeship than upan formal edueation. @

Somes Westarn economists have expressed thelr dimsatis-
fwﬂonvdj:hacﬂteﬂmofmdalwﬂtarafmmwh}chtnmmodil-
trfh:ﬁuninmlududnndwhichmglrd:myimrealeinama-
-gntewtpttudednhhuohng'uthegutnﬁnmﬂ,tutnotnm
sarlly would, compensate the losers ' But If it 13 faneHul to
wppo:ethatuamcrediltﬁbmﬂmmmhnnimoputtumudaw—
loped conntry by means of which the poar s compenzated for
'baingmp.dapmmrdurtugthepmceﬂsofgrcwth,tthmuch
mmefanndfultom.kamhnnmmpﬂunwhmthﬁdpmd
atfectmofgmwthmmmchmorelimjted,whﬂmtnmmetnxu
mmchlaneﬂmﬂr&mdwhm&odﬂb&mﬁtlmhuvﬂy
cancentrited in a few oities (! In fact thers ere strong reasons
to_beumthatath.lttnmmeofthenlneAnbcountﬂuper-
tonal as well a7 regionel income incqualities have Incregged
w“rththeruetnparmpl't:mmmaovarthahuttwodmdu

————

{1) Co thiy prct e L M, L Tyaulity, Medwn't: and Drmweraey
Lnt.h-ﬂHu.w!jmtrt.inG-of'rL(,D{Lﬂ.)f(}mﬂmhm-ndﬁm'ﬁtd:n,
Th* Fno Preosy of oo, London, 1043, p 1%L

(I) Bee for eamplo, Littls, I : A Crtique of Weltare Koanamies, Oxford,
10 pp. 3-8,

(8) Apart froan the ineomr t:x levied anm th ofl cnpan - the pain
Eource of rivaune for drab rovernments hfe mdireet tAm - In many
Arab ommires no geneial jnognos by aavts amd whore 1t docd, Ita
rutey are Lom steep than ¥acry of the Tl 4 Btated Thiy last state-
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Tweaty ycarn ago the two main wouress of tpcor . fmiyua-
lity in the Arub wortd wore the douunation af foro.gn COnUTLL
\pterceis and Incquslity of land gwner:hip. A third source of
ineqtality may be added for Lehanon but had 5o coranarvble
coanterpart in other Alab countrie+, nomely the confiatona]
dichotomy of Lebanese mociuly wheruoy most buslpesar”.a and
hence most of Lebanon's rah, were, as they gtul are, Chru-
tigns (! Since then Arab couutrles Lave succeedcd in 1eduelog
the strength of these factors but ntw onen have ‘zetn v OTKmg
oith ipereasing farce towards greater inequallty. Of thi-+ *tW
factor= two only will be discur-cd : the growth of the govern-
m. * tector ard n govurnment Liar aguinat @ rkutwm .

(o) Land Tenure and Forelgn Economic Interestw

1650 was lirgely controlled by foreignera. Together with muro-
rity groups they controlled firance, manofucturing, forvign
trade, a large part of internal trede and oftan even the puble
atlties and the profesgions. In mome cases, Libyn for example,
foreignern even provided most of the aidlled lobcir wnd mono-
polizd the modern pection of ngricwiure.’

Oun the othc, hand in all execpt Saudi Arubia, Kuv an and
the Sudan, th- blggest 26% of all lnndowpes cweed oo he'd a
propartlon of total culttvatrd lond runglong from about one

—_—

(1) qu:mdyaimtnprcmmtnubamnmmmlaﬂ.mtdzm
wite premoora chasen mainly on the toos of thor wmnoveting gty
m their 3 163 wore fomd to ‘e Crrisbors oo tparcd with aoly
¢ muslene, 4 Jowy and 3 druses. In incurtry abone the pimabxer of
Crrietlany end Muslerms wore 100 vrd B onepertrdy, Inotacees 1
and 2, und in rorvicid 40 and T (B~ Y. Baylrh @ LEntreprvicuss of
Litmnon, Harvurd Unbverdty Prvss, Coirabridry, Ma-sachiesfh, 1982,
p. 70 E v oo Loawl Chartex : Ecm mit Duvelnpr-nt evnd Lit ra-
Lmtnb.tumn.lﬂdﬂlnﬂnt&umLﬂumm*rlﬂ!l.pﬂl.

(2 Eueo Lol Chordes Th) Arnpt, Woilds Heavy Le ey, In T 7
ned Rilghon T (eds), Modercleatlen f the Arib Yorkd, Nobond,
Prme-trn, 1231 pp. I0-11,

— 10 —
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total
mmdlmmunmiadlmﬂwﬁhlmm
mlltkmd]dnatmn.nyhndntl.ll Ahuuttwot.h:l.rﬁctlyrh'
mghmMnmmltumLmhnhthmnddwmmnGM-
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Foreign ec nvmic predaminunee broa sinre Znatty d-ofanl
in importunce, - that ot tde the ' ~erfar 181 BT aucfart
anly in Lsybanoi

The guccesr of Alab eoyutrie: fn dealing with the othrT
min source ot iacquality 1s much ler. obvivos i1 Jorrm ot d
Lemanon no lend 1 form wds introduerd on 4 lar, » oseale ! In
Syrr and Tiaq both the expropriatic .. af land and it 1 nudrsitih -
tioa have been fur too alow. The whol» 1658 kand nform prog-
rm of Trag war Fupposcd 1o be completed m £y yoar k)
108" uply 127 ol e inpd subye * to disteibmiica b "oactery
- . disrihuted By mid-1963 cut of o7 midllon Lovwres thet
hud oty boen ostimated to fod under ibe ferws of e lov
only #15.000 hecturvs (or 216 %) had o reen rotnally cofuin 10mr+d
and distribut ' while wore than 13 rllion heeuros Tore g
tv'd by the Inod reforw avthoritien. *Tuch of the Intfer
has hoen temporaiily rented t pewnufa oft:n by ane ,o 10 P

at , tnds dustiibation s effe wd T lack of <tiniy gAVGL
. the pegs.nts o5 Lell aw the nadeqr vy of (1edtt friiiom nod
irrigation facilried provided to then aftrn led to culavador
¢t .. vdoning thr land. -’

In +27i, e p vpration and rodis trbotion hove L esno o FTUC
trd by lbc ecormtinuow, churge of ot NMEDw Th' origne

(11 L7 mra hor oot ot ynown a Lipd r fcnn wnd n U aariy LA
mon th-n had thr eultlvated Iond wuq4 xSl owu.d 'y 37 ot M ml-
uen. v 1 rdan's Lad moform W e itk 0o rly om o the 0T €l
tne Eut Gber Gl & vetoproert yra ad cid mot ¢ or b
wedd ecuinry The jnilux et Puke-Hm 1 TI70 s I uylpd m vor-
ernizr 1n the -care of root in fnrrs were e Fyond ot TREC F-toe o
1pde rod th oty 1980

(Lebanrm'w Mg -ty of Anricatinr . Apscltare b the Leda ot | Ao
ey o b, 1068, p. 19, Claw: o M. huadier, Y 4 Alowawhr,
L : Ib~ Ardonitoral Putrnhial of the Midle Leavt, o o1 - -x
Futi Hrg O oamy, NY, 19TL e L TN . LTt on the World
facinl Sitoatlon, 1941).

(<

Feonen vt ot Ly per Unit @ Imqg, abnil Soppl oo At W7 P 10
Hamal, 8 : Towarls a Geelatiyt Lard Eofoom (AF. .ot Bor.t 1651
p. 11 und Cw.on & othiTu op. eib, p. &1

12 —



G. AMIN — Innonme Distribwiion asd Feooomie Developarad 1rs

land rcform law of Septsmber 1968 was repsaled and replaced
by another in Frbroary 1962 In May of the same year It was
aguin repealed aud rephicsd by o legisletve decrees which re-
mstitated the 1068 law with minor modifications. In June
1943 a ncw degree abolahed the 1962 modifications of the 19058
law and Introduced new ocnes Syria’s land reform, in contrast
to that of Fgypt, alwo suffered from the lack of & sufficient
number of traimed officials who could carry out tho nocessary
surveys and distribution, from the difficulty of applying the
distincHon made 1n the law between irrigated end ruinfed land
und from the inadequicy of cadastral surveva which often mads
it diffieult to be certnin about how much land one ovnci Estl-
mates of the area wubject to expropriation in Syria oould there-
fore vaiy from one to two and a half milllon hectares or from
205¢ to nearly B0 of cultivated ares.’? At the emd of 1065,
the area of lind which had actunlly been expropriated was 12
million hectares of which only 708000 were announcod by the
government {o have besn distributed by 19068.® In both Syria
and Iraq the establishment of ngricnltural goopcrutives has been

equally slow.'®

Thus elthough the Egyptlan land refoim of 1852 was
rudical on paper than thoee of 8yrla and Img In terms of
proportdon of culivated area gobject to oxpropriation, it
R greater effect on peassnts’ Income just as it was less damag-
Ing to prodostvity, Put even for Hgypt, the redstnibutive
effocts of land reform eouid be exaggerated. ‘Writing in 1670
Doreen Warriner stimmuarized these effects as follows

343

«plihough the law of 1982 brought & revolutdonary
ghange, the scope of redistiibution under it wos quite

(1) Wickonar, W. & Modrroiration of Admnivtration In ihe Ner East,
Belrut, Khayat 1963, p. 7L

(1) Wazxzan, B.: From Bacthwardmey to BochaHd Devel ument in the
Agrinltural Bector (Arntis), Durasens, 1887, pp. 224-34 ard Foooo
mist IntrHgenos Unit ; Myria Lebanean & Cyprom, Anousl Bapplanent,
1871, pp T8

(3) Lars than 10¢3 of all Byrion farmers belongvd to conprratives by the
and of 1985 and sabout a f£ith in Irng m 1968

— 18 —
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amall. Tta Immediate effect was to ralse the incurmea
of a sraall proportlon af the farm population on a sreall
proportion of the cultivated wiea.  3ix other Euw s v, eTO
later passad, ure in 1081 reducing the origica. maxi-
mum holding of 200 acres to 100, othars expropriating
forelgn-owned and other categordes of land. Under
thexe scren laws ... the arcs distributed amounted to
about 12% of tho total area In culdvation while tho
mimber of reclplenty r.oprexented rbout 104 of totad
farm population . Apart from the larger holdings,
wheie some eantrol i3 exircised, the number and naturo
of Lasing arrang-mwents render (tho) enforccment
(of the kegislation controlling rents and conditons of
tensuey) imposmible, as 13 alwoys the cose whore tho
wupply of labour greatly exceeds laboir requrement:.
Ilinimura wage enferveruent proved imp----ible for the
gam. leasons.

Early in 1#53 the nev Egyptian regime anncare~d rta com-
mitment to a general progrmm of rural reform oud devc'opmeat
which eame to be known 14 the .Comhined Units’ Propet . In
cach of gome 888 areas nhaSited by the rural populatia of
about 13 milHon a ecombinod unit. was to be creatcd inchuateg
a comphote health centre, child-welfare centry, a ecntre  for
vxpectant mothers, an azjambly hall, ¢ muscum, a <chool, 2
nursery, five viles for married official: as wcll as dwelhings
for 24 bach>lor offiolals.  According to the optpi=He cstm 203
of the Permanent Counal for Public Welfare Scrvices, the 8d3
compined units wero to be coraplited by 1960. In 1833 Presi-
dent Nasser inangurted the fiist comhined unit in a village in
the (Hra Province. By 1880, however, only 250 units had seen
built. The first five-ycar plan indicated that by 1170 over ly 18]
combined units would be functicning but by the spring of 1587
atotulofonlywlmhtnedunitnonuldbevuiﬁfd_

’I‘hegovetnmﬂntblnmndthhon‘thchckoffundia.nduf
quahficd personnels. But more important than the mheer amm-

(1) Werriner, D. : Land Refrrm Iocoouy wnd Ihnplegr vt i tns ELGL:
Cast, Internitonal Laboar B-<iew, TTo- 1¥70, p 013
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ber of buildings 1s the fact that other than thoss combinod umits
locuted In the governorates just outside of Cairo, which appear
to operate mainly as & modal for forelgn visltors, the buildings of
the combined nnits are very poorly equipped, while many are
largely deserted. A study published in 1985 and oonducted by
the Egyptian Institute of Natiomal Planning in cooparation with
the 1L1.0. was based on interviews from a random sample of 994
rural housaholds chosen from 48 «typical villeges» In six diffe-
rent governorates. In thess interviews the head of each houss-
bold was agked whether « he or his family had recetved any
benefits from administrative services available in their village.»
The percentages of negatlve responwes weare 285t for haalth,
T35% for edocation, 76%% for egricultural eervices, 82<t for
veterinory end egricoltursl extension services and 85% for
vocational tralning.

(b) The Growth of Goveroment BSeetor :

One resuit of the flow of oll revenus as well as of
foreign aid directly into the bhands of Arab governments was
the rapid growth of the publo sector and of government adm!-
nistration An edditionsl factor in countries governed by the
military was the advocation af ¢Arab Soclallams.

Thus the rats of growth of the civil servioc waa no lers
than 157 per annum in Syria (1604-88) and Feypt (156283 —
1068-97). At the same time that the Egyptian government
was declaring ite abtm to malke ad—inlstration more efficl=t it
wis announaing its iotenticn of fiding jobs for most of the
26000 new university greduntes !-<king for work In 1865, &
«revolutioparys» vermion of an ethic of & poor socety. In tho
Suden thé main public corporat.n besids the Gudru pcheme,
pamely the Sudan Rallways, which monopolizes rathoads and
steemers and operates hotel and catering mervices, is the largest

(1) oo Mayflald, J. : Bural Pohties in Nasser's Eyypt. Uniwrsty of
Texzas Proxy, Austin, 1871, pp. 1T7-154

(1) Hanocon, B Ecenmnie Dtveleprwat in Syria, Rond Corporat.au, 1970,
P- VI wnd Ghaneim. A. : The Now Clag in Eqpt, in Al-Talbw,
Fcbhruary, 1948

— 15 —
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cmp'c <r of labour In the oount.v. But {Le 1apid zruvth of tho
¢inl - or der 18 pot confined to o untrica with muatpoy goveir-
Lerts. In Saudi Arabl: the wimber of civiley eraple o in-
creared 'y 12T In Wik years (1838-6%) n..1 by 1867 ot.at G0
of the totel cmployed (excluding tbe arwed forts wors govero-
mert ¢« aployees. Too eurrospunliae perventage for uwait wis
40 . in 1085 .nd gow almust one of wWery six pur kA livinyg in
Euv At i ou the government payroll !

Troarty yews ago public o aership riecly obened et uwd
frri; v1 n works o°d public utilifir. apd il wn maints qkare
in 0.4l expendtture did ror cxeeed ope Ltth of L NP ewnipt
M o oi Te ol courtri . By the wif- 106807 hiy racio fad
ircar oot 1 by 5097 in Jordan, 807 o Iraq and meae ttan Joutld
m Egy, ', Syrla ced Kuwat ' Lxtcae in aga.alome, « L
retul it 2o, housing erd emall-calc ndostry, th - publo erctor
t# poy prodmisant in Egypt Trug snd “yriw o0 5 fost groeo-
mg o 'l voeept Lebanen. O dalde Tebanow ol Jerdan™ |, the
ub v 0. wublic investn oot i povhoce less th. n AF? paou 4 i3
more than 787 in fraq and Egypt Even traditiooal: Sandi
Arab.a has gon: o long v .y alnce ¢7e stote icelt ot a1 v
ent -+ -. In recent years publie lnyostment in Hanh Arulun
hay ol 1% g inioe 18 fust 29 provite myvedmeoc 200 wnd
g o0 3 orrespectnely) so wint tho two Al 1A roapet 1y o oal)?
Tte Ge. oral Peiroleum ond AMirmnl Orsanimti o (PPTCTRUOIIN

(1. I+ 5 em ot 7 5T0; Actons, ook e pee 0 T I |
Al ', v Alawmder, & ard C 0o, W0 Fyenourmde Davelomonl sl
Pepuatlem Grouth o the M Fast o Ebcdor T 1972, po UTh
s opd TP dwth, Pow e o idbed e ol T cal £, Ta-
tiar  Eowocit, Chieagoe, 1968 p T8,

12 =~ Tt R,
(3 In W i du;, bowear, e Glor = v, Vb e Littts
{9 0 o1 T of LI or Adw'y Led w1 orop T T ri-th

ur  td ond runfsd) i3 run we 1 pibac evrporaba

lil | T O JAR e 2By G j_l'.'l""n.'l.. R | wobf J Ak . B L i
TPt ara A% L2 Joodum owd LA cow cue Lfthom et o

{B) Ton 4, OFwh apd KT~hue] Change o tha Q0 Tooof, Mirhikn
Cast Juurua!, kamo v 0071, 0 1

— 16 —



4. ANIIX — Income Dhitribmtion and Becuorule Devel, mmnt ik )

asteblished in Saundl Arnohia in 1962 and cherpd with the
tnsk of diveralfying tha economy s e rtate-owned corporation
Onlytnl.ctmmnlnthem]cnfthentn*aﬂﬂﬂcxmﬂnedtopublm
utilitiea'!’ and, {declogical slogans mpart, Lebanos ls the anty
troe cliadel ot privete ec*crprise whith remuina in the Arab
world

-

TABLE (%)
Govermnent Expendtinre as ¢t of GNP.
Country Year ¢t  Country Yeor o
Lebanon 1665 21 8. Arubia 1064 10
Budun 1965 23  Syria 1648 41
Irag 1965 28  EKuwait 1968 47
Jordan 1967 38 Egypt 1968 ]

Peuro + Iawl Charks : Growth and Structuial Changy (n Middle Dart,
Mhidle Kast Journal, Fummer, 1971, [p. 320-1

In all the nine courtries the higher ranky o] government
ofiiclaly conatitute o privileged STQup whoew retards, especially
d the non-monetary ones ure Inclucded, are mare often than not,
out of proportion with their services.

For example in Egypt, where redigtribution of lnecome ln
favour of the lower clas.es han probably goae further than in
any other Avab country, the total pay of top governmont offi-
cials has bean Increasing much more rapidly than tL.» total sala-
23 urd woges of the lower ranks. Acurding to rtate buedgets,
bertr ven 1862-63 and 1963-€7 total salaries In gsovernment admini-
strotion ay well as public companies and arguuritions ineraaged
by 77% while the malaries and «representation sllcwanvegs faid

(11 Tven thi, aerpgeratiy U o oof th Loban- - poyornmont, cons'dur-
L w1 oAy puble Lh'ee: ome il pratily viwvo:d nod run .och ew
v ooud port oof e o1y o trr ot gnd the roly two toloyidan

Aadrar Lvia moacy o0 ond aomirel v 19 ron Tmtl 13G4 o o ¢ om-
~doa by o pryvte Bar™ vhich r_zumad the rot. of L-hanm's oo
iml tunk
— 17 —
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to the higher ranks in central government sdministration m-
creased by aw much as 14685 during the mame prriod.!t In
1966-67 the total annual salaries as well a8 1epreentat on allo-
wances paid to the top 1085 jobs in ntral government adruni-
glration lmountedtoL.E.lﬁTBmilhur,theuverﬂgv annw | in-
mmﬁbdnxL.E_mﬁoraboutwtlmcsthopcroapituinmmvof
the whole population.® According to tbe scale of rliries
mdudodmthePrmidmﬂﬁleeeN&m_lﬁﬁBtbomﬂobet--
ween the highest salary, exchrding r¢,resentation allowanets
(L.E.lmmfmandthelomt(L.E 60-84) in governmcmt ad-
ministration and the puble sector s 26 : 1. If represuntation
nIlomcasfurthohjghesimdaismhﬁedthomﬁomnya-
wediO:Lm'Ihillﬂtohewmpuedﬂthlntmbetwwnthe
nlaﬂesoftopgnduofthadvﬂnﬂimandthewageofnn
avemzemkﬂledlaboﬂrcrtnBﬂtujnofuboutﬁ:lbcforrnnd
4 : 1 after tax.

(c) The Bias Agalwst Agriutiture

Devalopment economists are now cgrecd that in order far
indust inlization to wucceed, agricultural output hes to grusy 2t
aoom;nmh}erate.mdthntfnﬂmmu.dﬂmthi:maymmﬁ-
tutnth.om-oattmmrtnntmdetom&ultﬂalmwth. A more
obvlous but no lesw important justification for aiming at a high
rate of growth in Arab agriculture s that more thun holf the
Arab population refies directly an it fcr tta Hvellhool TIn mot
Arwb countrr+ the average rate of growth of agricnitural output
over the lust two decades has been Jc:y than half that of mano-
facturing.'"’

(1) Numbcrirr T53 78 e 196042 @d 1993 m 1830-ET - g - -m,
A up. wiy, n B

(2} Onicolated frota Thil, po B9

(&) Ghoaelm, op. elt, p. BO.

(4) Avalublo ogriattural dnta indlcote ro anmml r ot of gTOo R ol
agricuturnl oatpat n Fead Arohia (1tSR88) of 177 tooapar = vid
1211 fur manstagturmg and 7.9¢7 t - GDP. In Litya 11862- © thn
onmonl rate of growth of agricultute wor 407 compord with 285
ter GDP, 3% for ooryirugham tud oW T #r: tur oorvlcer JabT
Con' ving T omearcaible progress mo the euny portarir yeury SoTa
sgricnttorel ootpat grew at an avimny. annual rate cf emly 135

— 18 —
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In Sandi Arabls and Libya ofl has not only failed to pull

forward the production of agriculture and animal husbandry but
hag actimily contributed to their decline.!) This has been partly
due to the increasing sedentarisation of pomeds end to the
inoreasing competition of wel-paid and more stable employment
with the oll companies or the government. Yet many mare Ia-
bourers have emligrated to the towns than could be absorbed by
either, and had more attention been given to agriculture many
of these might have remained on the land without a labour
shortage betng felt in tha to..ns. Water seems to be aval'ablet

(1)

(2)

betwern 18058 amd 1868, to wilch Hanson atiribotes tho desline in
Byria's ovor-all rate of growth afier 1988, Tho performance of
KEgyptine agriculture aiwo tendod to detecioratc so that oompared with
aboot 1077 Increass in per capite agrioulturml ontput over the 1080's
it rarnpipod more ar less eanstant botweon 1040 wod 1885 and dachnad
witer 19€3. No data is svallabio for Knwalhs except for 1968-88 during
which an anmunl rote of decline of 157 way reported (inclnding fish-
ing and pearling). Irng, Lebanun ond the Bodan show dffercnt por-
forranecs 10 diffwrent patfoda, from an gnnoael rate of growth of
1770 (1985-00) to 787 (1980-68) io Immg; and from 104 (1980-57)
to 4%~ (1977-64) «nd 3 ¥3F (1064-8) in Lebarcn, and from 2704
(1950-80) to 103F (1980-04) N ithe Sodaa The higheyt rute
was thnt of Jordan (1235 at cwrrant prices botwean 1908 and 1964.)
(Bources @ UN, : Yrarbeok of Matomal Acesunts Stativiics 1067,
UNIEOB:hmwethhhmdawﬂm
g0 In Fojmmtiem Acttye Dars Divers Pays cn Moyem-Ormi (minro.)
LleﬁTLp.ﬂ&m;Hlmm,BtlmDﬂr:q:mthﬂm
qa.ctL,p.ll;EmanhtIntnlU;énm-UnﬂrMAnh&Jm
No.LlWLp,T:F‘l.r}ey,n.nlt..p.m;ndFAO:Pro-d:ucrﬂuuYu.r‘hm.t,
1p89).

mmmdwmmmmmmmm
aparters of Lvertock. Hooe thon the docline itn anmimal hoxbendry
has turned them into nct imparters. By the hto 1960's ths total
vahia of exports af food and Hve wmimasls of both coomtries oomstitmt-
cdmmeﬂ:mlﬁctﬂﬁ:tmpcrt-ofthnmcithﬂmuynm—
oﬂumruoth:rth.utmd.mnhuubn'laprtldummm
(u.-edtutho;-pumm:h?)mdqonmhamahndﬁnﬁ]cd.

mmmdmmprmtmmmmmtmmmmu-
ctk'uthmnmmillhnnm-u(lbmtﬂ_r:ctthomtry‘.totnl
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but it I mbnoud or neglected either because of the v s
tribal rights o brnuse little has been mvestd by the poverr-
mnt in the digzing of nes wel': ra 17 the prv- rvairn of 1o d
wnieral’ A mmilar veglect of perrling wud £oting ootd o
obarved in Emanit -
TABLE (B)
ppadi Archly @ Financial Allocatioms jn the Vlve-Yeurs chu

(1970-78) (Percentapes}

Admir_ ytreticn 1€
Defcnce o1
Lducation 17 »
Health and Swin] Affand 17
Public Utlitica end Urban Deveiopment 11
Tranapar. and Comrrunicaticns 11
Induiry 27
Agiculture 3.
Tirasde ard Sorvices "3
Total LNL0

Moaries 1 Hoortn: o Letel oot Unit % .31 Arab'a pn? Jerdan, v oand
supplc--ut 195711, p 14

e 1oee. My BEwooow oot Inteihguoe Tod o Saudd Arabia aml Ju d m,
Ao puppls o at 167 o4, TBRD  The Krvamule Develor aonl ol
Libya, Oxrocd, 1860, p L. Bee olec EFovi v, & ab, pp. 2H2-' & 113,
Alm, J : Frme Reoout Devdoprr ot m Liby m1 AvHouttur,, Al le
Fast Foomomie Pupens, 1089 urd TNL3OB - Stwles o0 KB il
Dyvelnpawut Problems, 1068, p .

(1 B ".tin (3. In 3968 tr. Momctury Ay Lty of Haad Aradea o s -
it A recalt vl Bapk to pruvide fidmrT wth | rs for t. T ar-
ch.. - uwt to7ines, pumps ond Lve-tode Durrg the follnes - e
yerws the tutd yuloe af ¥ans prosldd b tios bunie v 3B ern
B Ruiyals th oonoal average bemye b oo trer 7o off Lhe maar 1 o tre-
tone to tha Reyol Treamury (173 pdibons.  (Buud Arebim ROon tay
Ar vy - Avmun) Beport, 1382-80 AH. . ).

In th: 196863 divdopornt of Lutpa arreultu: anbead -
e and furets wore allotted LL 11 1ilkon 1n wdditloa to B.3 - Jion
in the gin ral todeet, conpared wati 312 rulllon Wiotted 3 L
nimisty f interior and 143 mildon to ddene. ey, sp urt,
PP -8B

(2} In 1912 Kowalt hnd 1nore than 800 sips cmployd im pouhnr By
1934 the mombor had declined to tive (El-Mallukh, op. i, p. 1D

— 20 —
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In Lebinon, the government haa rot shown partenlar meal
mmnkjngcraditaVﬂhh}etomnﬂhrmas,whjletheblnhing
bywtem has provided much leas credit to agricultore than to either
induxtry, building or eormerce (see Table 4).

TABLE (4)
Lebaron : Loams Provided by the Buiking Aystem to Varlons
Ecomomle Sectors (L.L. 000)

104 1003 1778 1587 1978
D, Dee.
Agricattmre T 1HZ0 0 JRolsd 0 10,08 IEME itrood
Indaviry TAReET TR Il T ® T e Tdl
DaiMng - 141081 I0ADEA | ZIZIAR®  ZYEBAT 240679
OOADMERCE |
F rvign Trade 194350 220130 JHoros ATIO0S YT
Interan] Trude £ 18840 85718 B8YTHT BIATER B4 o34
Bervicca 1I%088 141144 17aM 5 171540 1712
Coneon.~Hon 120448 130803 1.TT 1102 12,349
Total Cemmrrew SATA13  11B1Y98 1347397 140400  1r0TS
“Fiane ) ST 351 5170 Taadsy 7 ISR T Lnaid-
Otker ~ T =318 Fer-vars BRRE 57 : 31 yTaeT IMT
Giand Teul  IS3SiSd  PILIIA  29Lad IMAES | DAALH

Foarv: 1 Keyrour, K HBeflections -0 the Most Irspartant soeko-Feonomle

Probras «f Costernporary Letanom, (Arbic), Lebiness Unlver-
#ity. Burot, 1970 p. 197,

In 1883 o new bank wus establizshed In Lebenon under the
name of the Bank of Agriculturul, Industrial and Finanaial Credit
(B.CAIF.) end was described by the IFRED mietion tn 1081 as
¢the only credit organization aiming at the devaopment of the
whole countrys..} The Government wasa to own 40% of its aha-
res, the reot being left for other banks or individuals. Ouat of the
average annmual loans provided by this bank between 1835 and
1968 (L. 114,000) lews than B¢ went to agriculture, and this
sunfortunately went particularly to urban capitalists who wanted
to create orchards with the Hkely result of disposeessing poor
peasintes?  The IFRED report went on to say thei :

(lJM:hIhnlmAﬂmMWBerﬂﬁl,p.tﬁ!.
(3) ftud

-—I21——
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«usiry is very widespread in agriculture; ane comrpe-
tcntpemcmhudmibuitheBahn\uthchndof
usury». It 18 not surprising if the {nhahitants of tlhut
region do not reguid a bank in Baalberk, which ahar;:cd
an Interest of 15 per uwmum & great bencfactor.
T'sury often forees the puor peaxrt to cultivute
«Lishish» which clearly indkates that attack agninst
lts cultivation cannot make .ry ecnwy if not coun'ed
with a policy for supplyln; middle and lonz-term
agrluttural credit at laza hedyy terme 1

A project for the developm.nt of the ust of tho Litam IIver,
Lebanon’s most important momrce of water, for bhoth irmgaden
and hydroclectilelty was enmtrusted to & specinl Fovoromen'
depsartment as long ago as 1654 The devalopment of hydro-
alechiicity was curied out quite rapidly but that of lrmgatiop
has been much slower. BleBSt.hmhydmd:lec‘l:ricmt:i.omhnd
been completsd but only a «models irrigation projct cosoring
1500 hectares. One writer explained this by the fact that «hy-
droclectric projects show more rapld profita than do agricultural
ones, the forr ar can be seif-lquidating while tho lutter requive
2 long-term investment policys os well au by disagreemonts bee-
wova the represuntatives of the different roguoms on th: a'loeea-
tan of the water saved.

In countrles with more <radicils governments the bind
qniustlg—daulturt?didnattnke the _arm of dzprvirg it of in-
vestment funds. In fact in many of their plona agricnlture wuid
gimagttnteruhmufbotﬂh:mtment:thlnmdustry.'

{1) Thid, p. 230
i9) Hudson. J - The Litard Biver af Labinon An Exmmp'y ot Ml

Distern  Water Devolopucnot  Mlddie Eoat Jourmal, Wiwr, 1971
pp. 11-2 ond UNEBOB, op. cif, 19 pp. 163-1 af b Aratle ciibion.

{3) In Irags phnd priority wws given to agriculture o.er wndn ey wp t
1808, thorcafter firat priority ™as givon to mdtry Agum vally
1o ths earher pariod (1#¥1-34) th= percentags of nctoil to planmd
tnvestment in agoienlture was 8117 it bLeear 3387 1n 1959-83
In the foliowing threc years (1908-87/1963-89) oetuyl  developmont
upmdimmmn;rhulb:rurmrﬂb.tw-;nlrf and 37 of abocstons
m.n:btoqumﬂm:otnmnﬂbud;cu {Jalal, . Tho Ralr of Geverm-
mert in the Indnsrplhaotden of Trag Cues, Loaon, 18972 p 47 &
43 and Fconomist Intelligenss Unlt: Irngy, Apmmal Sappkeorent, 187L
P 8).
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Theproblemmn.tharthnttoogmtun.hnmofpubﬂc
anatmmtadirmtadtougﬂcultmhmhaentnhrgc-mle,ca-
;itﬂtnte:dveirrlgttionprojmuThiuhnottodmyaitherthe
tmportx_ucaotthaHighDumﬁorEgypt,mmiduanghcrpopuh-
tbnprenmonthah.nd,arottheEuphn.tu’sDamforByﬂa
wﬁhhamtnmdtoredmdnpmdmoﬂmtnﬂﬂ. How-
ovar, in all the four countries : Egypt, Syria, Irmq and the
Buda.n,thsmmmﬂmofbighﬂgatlonprojmhubmntthe
cq:unmoflmprmingyieldlwhlchcou}dharebmughtluhtm—
tlnlretnrmandgre-.tu-umploymentttleuomtandlntmudx
shorter time.W Mareover, while the comtruction of the Eu-
phnta'nDammbd:ugd-ehy’cdbythemnﬂnuouﬂchangatn
thaSyrhnmmmt,Egjptmlpandinghrgelmmntlof
capital on the Tahrir Provines and the New Valley schemes
which brought Httla result. In contrast to Ireq and S8yria,
hcwev-ur.Egypt:houldlthu.thecreditadwithuddingl
decline in crop ylelds In Irag, although the area under cultiva-
ﬂnnhudoubhduinmthomondmﬂdw,utﬂamdomto
Improve credit and marketing facllies, to extend the use of

(llForuanthmUmctthhpiutnu,ftcrEg-pt.}[nhlo-m-Dm,L -
Alﬂﬂ:llnn]hw-durnjmdlnph:’mtlnnupt%IMUl-
pablisd PAD tr .le, Landon Unlveredty, 19 and for Ireq, Badre,
A Econemte D-veleprment o Img, In Cooper & Alemander (ody)
q.dgpmmqu&:hn.wmafmﬂmhn'-lo-mm

(I}Inﬂmthrmtrllurm-ﬂpehmtnruufmlﬂvuicdhndmlm
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fertitiz1a beyond the small ered undcl cottond o, ubove all
to wave the aiready cuftivated land from irwnasing falincUon,
which is by far the momt serlous mingle problem facing Tragl
sgriculture.  According w Dr. M. Diyy of the Ameowan Ual-
verdty of Belrut, su Iragl congultant enmier o port d to 'am
thet a rinister in reply to ihe laMer's plea for an cloesion
of finardial fesaares) to Je provisicn of more ad ju~te dha i ge
facilitivs and less to dams -ud, <Ev.rybody es: o dam but
who tees o dreinuge ce a1t Anoth-. minister oWl him @ A
dar1 could be mangurated, hat who voubd wish to fiaugote
a d amage patwo: e T

In the Sudan, am leolturs! poge..s bia Stel Loavilr ¢ o2-
voab . od in the relatfwely mnall mod rn sector ¥ n'ch lles atacat
<ic” nively in the ares bonvend the v Nilew sonth f Kanrouar,
to the meglact of traditional agrculture which supports au le=3
that two third+ of the population. Within the traditoral -
tor, the wouthe:n provicces, inhabi ed Wy about a tiivd of tctal
ppu'afion. have hecn the moat & ormwinated wraine1 both wro-
porrlc Iy uni wociglly. O3 Sudan's indejwndrnee in 18068 the
G ra, together with the C-\eh-Tokar mgion employud wnly B
of Fidan’, lnbour force but carmed about fifth nf ratonal 1"-
con . Lo ne per capiey imcome wae for th Budon n: Wil
per copita ircore in the Threa Town: wheis pnsl of the popl-
luton af tie mogern roeio. 1s cancoemrated. Voo estimuted foobe
obocs 12 timr) that of & typical slmmel wwoer dn & o vere
Q-dan'¥ Sinee independene: theso dispa ivce hasv iec wed
In the six yesi: iollowing lndepe: deuce 1 rite oL owth oo
GT™ of the modern e Ctor fmerean - 1uore ihar 5 cward +- [0AL 44
thet of the traditlonal sctar. S.min 1n tt¢ ten-y.oar pl.o
(1680 T1) & growth 1atc of 8.87% wod [rojectid for th o o 0t 1
¢e0r +-hile the traditional zet?or Wi~ schedvled to growe it the

v G e Sty B ! a*1 P TR O T *F TP B3 S SN altm T b
LT Fus, Ane el LTV LS TPR | S 18

.?) Dirh M. : Enviroia - -td Cax skrubay m Jda 7T e % e
ml Mesonrecs 13 the irtlk Rast A jur-t T oonatd e T NLos
Rezloo il mopimir oo Dry Yy ot ard Tt 0T B 4Lat 1771
(mimre ) p 13

13} Mekrsidm Po- T F10 - Tmoo ar o B L COrrtr . Fru-
pobdic Ty Leoaci e Develog.: aml Cabicdd Caan e fam 10dY
p. 138,
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same pre-plan rate of 8.8¢¢.(0 Natlanal poley continued, as Wil
the case before jndependence, to ocncenirate on the {mprovement
orthemukcﬂngdthamttmurop,whidninpmﬂﬂmimtly

{n the modern Bectar. Fertilizers and insecticides are
euliynndchup}ynmuﬂbletothemmamwhﬁmtheym
obumudmbulkatmtpﬂm,whﬂethemdiﬂmﬂmﬂﬁwm
obtain them, if at all, through mtarmdiarl;e:latmmh'higher
pﬂcu.’lhustheavm.geyieldpurfeddmofthrmeJnumpa
oftrn.dlticnlllqﬂwltummrg;hum,unmeuﬂgmdnmwa
mm&ﬂmwﬂmmmdzo% lower than the 1960,/61 level'®
Di.uiminat}onl.galmtthﬁsouthmduﬁomnﬂnuednﬂerm-

It may be argusd thaf, such a policy of concentrating nvest-
manttnthemodmnctoriuemnommﬂynoundmnddeﬁng the
extremely underdeveloped infrastructure in the rest of the eco-
nomy. Thilvifwlnnatonlydiﬂtculttodﬁ-fendonuodllgrounﬂ!
but may prove to have been short-sighted even from the economit
point of view. In the first place, whatever galn may be reaped
tromhlghurretu:munhxvutmelrtumdeinthemud:mw-tur
mybe}outbythadmonlidng affect which guch a poliay of
dtecrimiation must have on the ‘nhabitents of the trndidonal
gactar. Becandly, if such dscrimination rosults, s it has in fuct
done, in th~ aggravatdon of tonsion btotweeh the two 1 hons one
muat count emong the loxwes the lperessc 11 mihery expendl-

(1) Ormon, op. ot, . M Of total plaoned irrvveamiot in mgt.onibme the
ghare of traditionnl agricature was T

() Iad, pp. 16¢4-08.

(3) Two projects fof the caploltation of th agrioutord TeLOUTOr N1y
Bogth were abuudoncd by the gurermment, 0B tor Daalng o S1KAT
uciurymdmﬂthertm-m-pmdnuﬂunutwrtmmthumnmut
the foatbom swampx  The two fima wiich wure cotrwtod with the
projecta, one Bricrh and one German, trad poed to ovtablich the
faetord. s near the source of ruw materd®y mrt the Jowrnment et
oo cele U-'dng theen in thue North (8. Albinn, O. : The Aundxm @ A
gogthern Polot of Yew, Oxford, 1£7C, o 90)

o
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in areag of traditlonal agricatture where factories may be nearce
to the sources of raw materials. Nor i3 thig nccessurily mar»
remunerative tharn developing the cultivation of cash crops in
themtrthsuc.hmrugur-un.eor cﬂﬂee.orthnninﬂ:muingttn
producton of livestock which is akmast complctely proiuced in
traditional egricultnre and hay better export prospoits  than
<otton.

A rough Indicutor of the differences between the lewd of
livingofthengﬁmltmnlpopuhtinnnndthermhmvidfdby
table (5). The disparity Is particularly wide in the oil countriog
other thnn Kuwait, and In Lebanon where tho scrvice -4 ter oy
exceptionally profitabls. Tho, for example, vhilc rore than
holf the eoonomically active populrtt-n ip Suudi Armhia  are
engaged in agriculturnl activities they contribute no ruro thon
one tenth of GDP. Simllarly, I<oanco’s v rvien wect.r comt: .-
butes a4 much as 70¢F of GDP but emrloy. less t' an half the
economically active populidan, whereas the ar-dcnlous 1 sector
comtributes onty 105 of GDP and wipports about a third of th.

population -

‘1) Aeurding to Albnn, (ep. elt, &Iy the ¢t ta t - L It -t o
the -k tordty opeotorn . w et TF o lon 13 8 s dout, vl La 2
milhon per maonth

13} Aecurthng tn another souros th reHo Btv L o cip b1 I~ (1
farm populstion and national BViTRER ncome v 48 m Epypt (Teos
1% in Lebanon ¢(10%%) pnd 077 in Trog 116081 wi i o Jordin te
o batwesn value nddod BT wWorker Ir agricalture rmd tht i tg.
whole oaopomy wwi 557 .o 1081 (Qhuevenn. K Larderrg. H .nd
Awxand r, L. ; The Agricatum! Potental of the Mddie Fast, p L
Acvording to the Exyptian Fumily Bo it currey of 1883-01 the pr
cratagr of the roral popu'ation wha-o tota] anmiygg) v nditore p-
Iandly was LE 100 or | .3 woa 4887 coopard vath 738 of tr
orboa population (UAR Crntral Agoocy fur Pk MobiHrHon und
Btati-tiey - Populatlan Gromth amd its Ckalknges to Development, p,
at, p 223} For gther tunates fw Worm v oop oet, p P, It
2L0-kh, R The Koonomiey of Rapid Growth : Libya, op c.t p m3,
Heo.al A0 op, dt, T 240 end TN - Feport o ter Ward sy
sthoaton 1965, p. 149
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Th.oﬂluraoiAgﬂcﬂmretnTotnlEmmmlcaﬂyAcﬂm
Popuhation and n GDP la 1965

Owoniry o of Feonomieally oab
Active Pepolnthon an®

Budan

Baud Arabla®™
Syrla®

Egypt

Imq

Libys
Lebanon®
Jordan

Kuwalt

SabBPHEER

148
0.5

LBEREBEEA

11) 1043 (21 1087 (3) 1848

BeuTcrs 1 TAO : Predmciton Yeurhook, 1508, UN .Ym.rbmh-rtlﬁ.t'rm
m.m;m:mww
op.c.it,ppai.—al-rm.

There is also some statistical evidines for the tendincy of
theg:pbutwmnrmlmdm-bmumgatnmutomm
Thus an jndex aof differential industrial and ngrlcnlturalrml
wagwInEgyptihmmenormoIM%m'emlﬂﬁﬁm&
lmlcxmparﬁiwithndedhnuflﬁ%duﬂngthupcﬂodlgﬁﬁ—m.m
ForluqmFAOreportesﬂInltcdthelﬁﬁﬁpn capite Income
inth.emon—oﬂ:lﬂctor(whinhln]jkulytobehigh&rthmthat
of the agricultural population alope) at & 105 compared with
$ 135 as a nationel average. Forlﬂlﬂbu.nunpubﬂlhcdmpartof
Iraq's Bursau of Statistics estimated the per oapitn income of
thna.g;rlcu}tunlpcplﬂntlnnu$123"3 comparsd with a natlonal




1 L'EGYPIH CoON TEMIMORAINE

—_— e —,—_ e

avarage of mbout § 217 in the agmg ¥ear. The two e.timates
indicate e decreags in the ratio betwreon BVerage 1noame in apri-
colture and the natongyl average from aboat 77¢ to "t bet-
woen 1856 and 1068,

pura.pihtncomecouldbentlc:mtfourﬁmeatho national ave-
rage. @

In view af such a high degree of dunliam natigna) AveTagey
loce muoch of thetr significance and the natlon-state bogemea
high]yinldeqmtauaunittnpampitammmacompﬂmou
The fact, for example, that the way of life of t}. nomnds of
Arabla mekes it dfficult to estimate their number should pot
be 1cgurded wimply ag a problem facing the ctatistician in hiy
nttr.-mptatentimlﬂngtbopercapitn. income of the -tate of
Beudi Arabis, but should rather throw donbt on the vaiu. af the
whale exerel-e.

11} & Mrloogh in. P.  TF Stdg's Thre Tows. A D oo e rd

Ecoormic Protle of An Afrkean [ dwn Crmplex part T : Imtreducooy
and Dewnirraphy, Reensmlc Devedopment und Cid* iral Chapge (-t
1941, pp. T3-T¢ und it I Cutpot aod Lapeuditune, Jum. 10414,
p 180
A more reeent e, oo far Egypt mdirol, Hhat o - viaorate wa,
the hiza-4 pr Caplta icame (Odro) knd an Avorage 1oroapdia intore
dnring 106103 G847 which wiiy two tnd w hol Lmes that ot the
bowat (the Borders QoviTaratrs) woid that I'v'f cofabw 'Huarws {1y the
lattii wus aboat haff . BT apria iciome of the erantry we o oopels
Thi* 14 to tw cormra d, it cxample. with -, cvrbry ke Botad-
whir the avurage meome of differnnt mtons vary only arcand 1k
of thr mmtiomal LY.
{a* Eholr I1-Din H  Bame Anpocts of Reyuu ! It s mooth
ARE LEgypic Cunt wwrmine, Jin. WTI, rr TH-H2 ard - D
vad Toy Loovvd ) Doveligmel Inoa My Lo Workl, 177 .n 1071,
p 1N
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CONCLTUSION:
Modernldng Poverty T

It is indesd remarkable how Arab countrica, starting from
g0 different points and following different routes have rvachaed
mchnimﬂarremltl.Wlthorwithout land reform the landlords
Bndtr{balohiufuhuebeenh:galydeprlvtdofpoﬂtialpow
but the sgricultural population continue to be discriminated
againat.  With or whhout soclalist slogans the public ecctor
ugmwtngbutthanteofﬁ.vingiumt. The damination of
thotndiﬂm:lforrrﬂoffordgnemnumicmterutlhawdthﬂ
vaniﬂhadoraraonthodao]jm,evenmoﬂ,butthqmnpidly
bdngrephmdbythomofanowmﬁmchn.

Theonefemtmwhidnismoﬂtgmmﬂyadmltmdmbe
mmmantonﬂ:thurcommondatratoachlmmpldmmic
development and the pressure of the mo-called “revolution of
riaing expectations” recms however to be the ons featnrs most

in rood of qualification.

Arwohjtlonofrtlinge::peﬂtlﬂondmeundouhted]yeﬂlt
buttthbynomeamthntoftholnrgam}oﬂtyofpopullﬂm
Whmeupi:atimlnrelyuxtundheyondthedumﬂndfm‘clmn
drmkﬂngmtarmduﬂxﬁﬂymnadeqmtodietmdnhelmr. Those
whose expectations are cootinnously rising but never patisfled
constilute only a small minority of the urban dwellers who#e
infmtncelu:tronsmoughtoal}owthemtohopenotu:nmhlti-
cally, for still higher levels of Hving.

In cuntrest to 1tw rarly optimlsm ¥ith regard to the populd-
unn problem, the Egyptian government mado frequent use of it
gince the mid-1680"s ag the maln caume of the country’s economic
diftirulties. Rather than treating the high birth rate as oM
thjngwhichEﬂ'ypthautohnrnto].tvcwithfor a }ng time, juxt
ag, for lmstanue, her poverty In mineralsy 13 taken for granted,
Eqyptlan apologlsts, like the Pearson Commission, persiet in
considering it as the most perious obutmcle to development com-
pared with which “no other phenommonc:astsadartm.hj.dow".
A simllar tendency was shown 150 years agoe by economists who
frequently qmt&dh{nl'thminbl.a.nﬂngpowrtyon the poor them-
mlmforhrmdﬂnstmfut.&:twhﬂothe garller emphasm on
the population problem halped to divert ottontior from tho [aat

— 2 —



10 LEGYPTE CONTEVPOEAIVE

Increaring profits, the Presemt emphosxis only helps to divert
the ettention from the wastes of government expsmditore. The
highrdoafpopuhﬂonmwﬂ:tnﬂ‘@ptminfact neither the
Al fuetor behind the raptd growth of conrumf ficn nor the
eame-t problem to solve in e fow e, Tt neithe. prvented
Egypt from achieving a remarkable rate of growth betveeen 10855
£+ 11988 nor v, a8 re ponsible for Ceypt'’r cpending about ane fifth
of GDP on the arm:4d forces, hor for a Li.rge part af the inerase
in nthe; items of public comumption. Nor could th- cbstnacy of
KEzypt's high birth rote be almply hlamr.d on the p rristcree of
{rrational or short-aighted soalal or teligious atHtudea. Whean
the existing amystem of social Ingurance is mo defici nt the only
safeguard agaivst dsprivatdon In old-oge is to have o: muny adolt
children ey possible, The provison of @ mure od qu-te wyxtem
of gocial ineurance may sl not bring quick resu'tr hut it iy
lfi:dytobamuchm.oreuﬂmﬁvainredndngbhth ratey than
o free distribution of contraceptives,

S R & )

Obsarving the growing role of Ar.h guver-meate m the
tcunomic and rocial life of thelr countrics Charler Jo-'wi rema: -

ked that :

“Bir Willlam Hareouwrt’s state.-cnt mnde nearly scventy
ycard ago ‘we are all social,te non” epply to the Middle
Enat of today.’

A more apt description of Arab wuvernmants 1 that they
have all became “modernizers”. The fe-tires which they haw
In common have led not o much to the redoction of poverty as
to itsa moderniz~tion, to the ercation cf a facads of e dernity
behind which the majorlty of the pepaletion contipue: to lead
virtunlly the mams way of life. It is this functon of Arsh go-
verments as mediators between their own people and European
civillxotion, whether of the Weatcrn or Enstern suhvariety, or
rather as agents transmitting to thelr comtrieg only the maost
mpuﬂdﬂ‘mﬂdthhdvﬂlnﬁon,mtthomhnﬁonafm-
chﬂmormmicudvanm,whjchmuldoxpninthelargmt
nmburofﬂ:hnuwbichﬂmyhxwtnmmn_&ﬂythum

f1' Econande Hisdory of the M1dTe Exxt, p 811
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one explain, for instance, thetr pramature adoption of compre-
hensive planning,® their formatlon of an ineffective Arab com-
mon market, their sducational imbalances, the ovér-oonoentra-
ton of services in the capital citles, thelr invarlahls profersnce
for capital-intansive techniques, as well as thelr neglect of agri-
cultnre.

Favourahlo to the task of creatlng a focads of modarnity,
though not so favourable to the reduction of poverty, is the
oeaseless; emphasiy, for which western eoonomists en no Jems
responaible, on the need to closs the gap betwwen per capits in-
comes in the Arab world and those of the advanced countries, a
gup which is not only impossible to close for many deondes but
would perhaps be smaller the lexs is sald about it Rather then
defining & threshold income which every Arab country could
determins for iteslf ae a posaible target to reach within a rela-
tively short period of time, those who ralae the elogan try instead
1o enguge the whole population in a desperate race from which
only a few can reap any beneflt, A strong desire of a small mi-
noctiy to catch up with western ways of life wes thus translated
into a desire of the whole population, the majority of whom are
etther sompletaly mmaware of the exigtencs of such s “gap” or,
becausa of their much aimpler resds, would find its existence
ocompletoly {rrelevant.

=2 = -

Economists have graduslly come to realize that economie
developrnent is moch more tolerant of eultural and Institwtional
warlsty than they tended to think when they first showed interest
in the problems of underdeveloped countries and had less direct
exporience of their societies wnd cultures. Neither a strong reli-
rlous belicf, for example, nor an extended fomily system, nor
even the infarlor position of women seem necessarily to oonstitu-
te obstacley to rapid eccnomic development Attemmpis at merely
making a country loock mare modern do not, however, show the
same d-gree of tolerance. Traditional Institutions which are

{1} G~ G Amin: On Aredb Boooomic Planning, Beroe &3 Sokemoes Jurddl-
gy ¢t Deowsmigqoes, Foooby of Law, An-fhams Undversity, Cairo,
Junoary 1973
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obvionely hermless but give the contemporory Arch a sense of
identity and seH-este.rr are, thetifore, undermined mo:ely be-
cooko of thelr conflict with modernity. Thug the c:lowrfr! Aran
fearts aceompanying birth, clrenmet ivn, marviage cri desth
are regarded og “baakward” ard the cocial pleasure of the month
of f::dng are kept alive ooly by the primitdve poor. Traditioon!
Arub forms whether in mude, dresz furniture or architcgture ure
mdiseriminatdy replaced by wertern forma. Thuy, the “revival
af Arab muslc takes the form of multiptying the number of in-
sroments wnd dressing the musteinne o dmrner jackcots, while
“modern architecture () used uniformly rnd indistmgei-aably
from the almo:t alpme climate of the Lebenr-e mountam villa s
to the Wmual oven-hk: climate of Kuwaft” 4 Jus- aw Egypi's
Al-Avhar way moderniacd so wer the pilsnimage in Arebia -
while Arab intelicetuals whose knowledpe of thell courtries in
telastual lead ra W deudved lorgely Jrom we-tcon seholorshic
have accepted without qureetioning -he purcly vestern view of
regarding as the gro-tewt of these leaders nof the mogt origmal
weholurly or even imfluential, but the rooet eloqueat werw rmzer-

It s aud to hink thy' while the gredusl le of cu® il
differcptiation in the vdvanced covatrics teday a4 we'l a1l
deteroriling envionment are lar-:ily the priee of their rapd

(1) @kibe+, 8 ' Planming Needs wnd Obstack -, m Eorer, ¢, at p 169,

{2) Dvwinbdng the tropsoeoid s af the Puond port of JAdL YVon Dox
Menlen wrse o Frr centoebo s Jeddo s o470 1 e Feon th brl tow
of that p =ity /oot o o wl Pumtn @ edld e Half, b aow
o pew drwn Sod o pprard T Ho'y Lar of L) Do L Tuive ob s inkd
o the inuair 11can Uee Haj) Flow poe v - b wev o oew o 7and
with, th. prufit from oft ' Pligrh-r muovr vallk acshere froon s 0 tunt
teo up whiny:d- a0 @ @ pier. They th a o ~trvglt tae . Mo b
enctores o oy o 4gdA tows ) ortecall el oo dm Hnd
of plarim trire %=, amd in motor § de- bty o candld o or L -
phut rond to Migen Al (viTgrown. ekt of plremc cTHve hy
ar and toach the racred voal of Hejua ol on ey ellnh e v e
vinerety runvoy of an Awocrhontanl o rodrones I they rrwe at
p'ght-trne th-y are grevt d by thr no- Drhtsa .1 adhorti: - omty tL
my them that Cocu-Crin will & then pood™
(The Welly of Thn Sxnd, [ 173 & 224 - M.
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economic development, the same i3 are being suffered by Arab
couniries for Hitls or no reward. In the West, e In the Arab
countries, the growth of citles wus accompenisd by the emer-
gence of glums but while there, investment in working-class
houses was aluggish because it had to compets with investment
in manofectoring and rallways, in the Arab world s stugglsh-
ness s largely due to tig fallure to compete with middlsolacs
hooaing. Air and water are polluted in Arab cities not o mnah
becanss of fast industrislization as because of their fast-growling
congumption. They are noisy and congewtad without the country
having a cer industry., Their architecturs is ugly not because
the Arshs produce ugly designs btut rather because they are
demolishing their fine old buoildings to import farelgn farms.
Agricultural lsnd and open grounds are not emcroached upon
malinly by factories, nor by houses bullt for industrial labourers
but mainly by lmxury blocks of flats, grandioze buildings and
government offlcen. Slums are growing not becanse there is so
much expansion in industrial employment but simply becauss
agriculinre 1s neglacted.

History hag known “consumer” ag well ag “‘producer” cities.
Inthofarmer,theinhabitlntltmportmatofthagoodlthﬂy
need, export relatively little and tend to dominate other citles
28 well as the countryside elther militarily, economically or
both. @) Arab capital citles exhibit these charucteristies mare
strongly than these of a producer city, and this being the cawe,
themnﬂictbetwemtheqmﬂtydhfemdmomicdﬂﬂummt
appoars to be to a large extent [Musory. In order to have capital
ctties of finer quality, there ia no need to siow down industriali-
mﬂunbut-hnplytoblﬂldmnrelrtdustﬂulnthepmvmm To
getriddnainandmnguﬂon,tbuehnomodtombthapm—
ductlonofpﬂﬂtomlnmyca.uthawuntryeithcrdoﬁmmt
produmany.oriritdom,emnumicdwe}opmuntwouldoftm
bemﬂtbymchafn.ctorybeingclmod&)wnorbytheproduc-

(l)mﬁldkﬂnuﬂmm(hntm:v,lmﬂmhnmnn,w.'ﬂﬂvﬂth
Grew, Madigon, N.J, 1982, p. 11 Bok, J : Ixonomskes and Eeonomda
Polqdh]&n&ihuhmpﬂﬂfdhyhﬁuuh,hﬂtutﬁd?&ni—
fio Ralntioms, M.Y., 1938 and Viner, J * America’'s Atma and th: Pro-
mm.vmmmmqmﬁmﬂtm),mﬁw
of Underdrieioped Arsas, Chicogo, 1962, . 183- 3%,

' — 83
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hanufbm:iuta.d.NordnumAm.bwunu'ynwdtolpend
uomeoffumrmruamonndimﬂngtheﬂumandbm}d-
ing ncw homes, since rural migretion may slow down oonHider-
ab}yifonlym.oratnmtnnntlldiredadtoqﬂculture. On the
utharhand,toralimthntlthamﬂnlycomumpﬂnnmdnotpw—
ducton which ls demaging the Arab envircnmont should make
oncmlmhmm‘apemimlutinnboutapcmiblowlutlmltmmuch
mﬁcrforahlgtlymo&udiwumietytnndnptﬂamod'uctutoﬂm
mquﬂrunmtlafahlgherqmﬁtyﬂiathanitihforamnﬂﬂc
congumsr suffering from a heavy feeling of infariority which
thiwes him to copy indiscriminately whatever the more advanced
countries are doing, Moreover, when the growth of the urban
population ks relatively independent of the growth of productive
capactty, the financial abllity of the government and of muniel-
palu:rth.oﬂtlestolmprovathemndiﬁmufettyltfebnothkdy
togmwufututh.ecitypop'uhﬂon.Pﬂmoflandammmiy
torourtolmhabeyondthemchoflmuniﬂpahtydmﬂngttu
converalon for publie uee, &6 la anly too evident in Befrmt. Whate-
vnfmdumlghibeanihﬂeformnhpﬂpuatﬂm]ﬂmlytn
w3ruaatobeuadtothabuneﬂtofth.a.tporﬂm:ﬁthacity
poru'ation which has the greatest political influence. It 18 also
far (asiee to tax the producer for whatever damage he might
dntotheenvimnmmtthnntotaxthommumer.ltisprobahly
uldomuc.hen.d.erbocontrdpﬂvntcpmduwanndmmumen
th.antoru!.rainthoburmmﬁywhhhlﬂtheumhothtodnw
and to break the plan.®

oo oo

Tn the Introduction to & remarkshle book, 8. Andreski gives
the following anslogy for the resaita of Africa’s attempt at mo-
derniration :

“Ifyouputnbbitnlrdohlckmthmughamjncing
machine the resutting meats will diffur lens than did the
animals (even when dead) while their gtructure was stll
intact. Likkewime, the traditional African socleties exhi-

{1) Fur on olaboratton of the rJationship between uwrbarlz bim, ipecma
digtibabon and ecomor e dovelopment, sse o Gl Andn T rbamystion
vnf Boaxsmlc Development in the Arab World, Boout Arab Umvenity,
B.frut, 1072
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bted g greater varioty than do the socdal agglomerates
undergaing the process known as moderniration; lergely
because the external forces which are grinding them are
the same : foregn blg business, the mass medla, the
contacts with foregn models, the pressures of big po-
wors, the anticaments of Internatione] organizations, air
transpart and imported goods.”®

As o rewult of the game forcew, Arab countries have become
after a quarter of a century of growth, much more alike than
theay were gt the end of the war, But it is just as difficult now
to fit them in any of the alleged stages of ecopomic growth as
It was 25 years ago.® Arub countriey todiy are netther launching
thelr teke-off nor are thay in a pre-take-off stage. The nearest
analogy is neither that of & growing body nor of s body falling
to grow. A more fitting description in that uwsed by Arnold Toyn-
bee to describe the atiempis of Mohamed AH's succossors at
westerniring Egypt which “proved in the upshot to be a Western-
Islamic hybrid exhibiting some of ths worst features of both the
original and the imitated civilbations. ™

(1) The Afriean Predioamncat, M. Joseph, London, 1883, p 18

(2) Bem Q. Amin: Arab Hoonomic Growth ond Imbalancer, L'Egypis Cen-
temporatms, Oct. 10TA, pp. 5-43.

(3) Toynbos, 4 : A Btmdy of History, Ahridgement of Valme VII - X by
D.Q. Somarval, Oxford Univwuity Prem, London, 1880, po 176
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THE INTERNATIONAL CURRENCY (RISIS
(Part IT)*
Dr. Wagulh Shindy

Dlnaﬂ}rdﬂhgn:ﬂw&nﬁhomm

1— The Bearch for a compromise :

ThaAutumnoflmwttne-edtntmiNDegoﬂlﬂamwtth-
inth.eGrcmpamen.ndCummanu-ketmunbu'a. Several
Summjtmeeﬂnauwmnhoheldthuh.tngtanD.C.uﬂtha
Amrutoﬂndulohrtlﬂnforthemtpmdngpmhhmhdng
thol.nturmtlm.n.lmmeil.ryuy:tun.

that the starting point was a realistic parity realignement
c:ouphdwithth.elboﬂthnofthehnpm-tmchu-ga. The ex-
uha.ngeratalhoujdbamldemureﬂeﬂblehutwithinthazuﬁ-

ciple of flxed exchange rates.

FurthhpurpmoboththoU.K.deermnyhe}dthaview
thatthoI.H.F.lhwldreoogniulnewntcf"mvotal"mtm
otmzlungebetwemthadoﬂurlndothﬂrmmdm. Connt-
ﬂuwou]:dhoarpu:t.odtonrpputthodoﬂuwluoofthdr
mrrmciawﬂ.hj:n3pm-mntofthoplvutﬂmh.

ByMid-SeptumhulBTLthonhﬂnmmhiﬁemofthaE_E.C.
wm-eab}otormhaoommmpodﬂmtobo-prmtedlttho
Gmu;pofTenmauttugtandma.uihturtothemuﬂmmt-
Ing of the LMF. at the end of that month, This neluded the
den.}natbnofthednllnrlgﬂn:tg‘ohi,widmin; the margin
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ofﬂuctutlom;muuipnr,npmdj:ugﬂmml-oflpemﬂdnw-
ingrlght:mdthephnmgoutdtharmrveroho!thedoﬂn.

Thilwumlmportn.ntad:iﬂemantlnrmndﬂngt.h.evim
oithoﬂh.-ineaanmtnmﬂn;mthnwtunthnpﬁn-
dpiﬂofmcruﬂnlthepergdddemnymmluc-

Recogniring the dfficultles of holding itu views further
a.ndthenwdtoml?ethacrilil.thoU.S.modiﬁuirtamm.
Thuu,Hr.Conm]lydecJuedafswdnphdorutheNowmbar
mthmeuﬂngdtheamupomethnt“thmmmtmngmcmd.
we will talk sbout anything®'. In fact, Congrcsxman Henry
Reumintmd:umd.afcwdnyunfturthhstatcmmt,ubﬂltoCon-
gress giving the President diseretlonary power to raisa the

(1) Comrumiqud of the Group of Ten, Landm, Ap. 18, 1971
(3) Beported by Pcter Jay, Beonombes Editar, Tne Timer, Bp. 17, 1971

(3) Statrmont ot the New York Esonemic Chib, paforn mid-Noy.mbee
19T
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otﬂc:l.ulprlmufgnldbyuptolﬂparmi.i.u.dwnluingthu
dallar.

Althou,ghthinhﬂlwunototﬂcﬁ:ltymt&dbytle.S.
government,hmitreﬂmtedﬂmgw’rththomtummtor
the US. Secretery of the Treasury the general mood about 2
pouﬂiecom,promiuebythoU.S.’Ihu:.lmtudofuohingaﬂ
the financial and trade problems as cne package, the U.B. re-
arranged itg priorities ioto two phaces. The first, would in-
clude the revaluation of the sirong currencles against the
dollar. In turn, ths U

:
g
E
[
3
5

U8, trade
with B EC., oost-aharing of the defence
and the overhauling of the international monetary sywtem.

The flrst propoeition vwas aocepied in principle by moat
E}uropanmuntrmwtththoem:u;ﬂonafthﬂUK.,Frmmd
Itnlywh.k:hmea.gltmtmniorrovahnﬂminthdrm
AnafJapan.ltmclenrth;tthaU.B.m;uutadarmﬂmﬁun
of at least 17 to 18 per cent. The Japinese government, in
order to presecve its competitive posttion, resisted euch a high
perceantage of revaluation

%
|

The OF.C.D. which played a kay role in studying the pro-

held o competitive edge within the community and with the
outgdde world, Thanks to the two-tier system and other res-
trictive meagures. (V)

a)mm;mmmmhmummumqmmmm
a0th, 1971, Furthermors it annoumosd an Decrmimr 3, 1671, now =x-
change oantrol on non-rexddent doposits to halt furthor incrense in the
Joieo of tha finangtsl Frano, Noo-resldent were given tharefors, ssvea
d&ays to el tmir holdings of Fruncs for other curronolos.
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It was natura]l therefore, for tho Germans to rufuse any
realignement whith would involve a greater revaluthan of toe
DM aguinst the Franc. This prohlcm was not solved umtl the
West German Chancellor Wity Rrandt met the French Pre-i-
dent in Purls on December 4, 1871. Tuey both agreed to adopt
a coordinated stand within the group of ten and during their
coming hilateral meetings with President Nixon

Thus, the ruvad was paved fcr on official agreement bct-
woen the US. and its major partera  Few dayas after the
Canadian, Britith, French and German summit meutings with
President Nixon in Washington D.C  und the Acora-. the
Smithesonian Agresmont was annommeed.

2 — The Smithsontan Agreement; a ~topgup solotion :

After aeveral months of negotiations between the major
Furopean countriem end Japan on cne hand, and the Unitd
State: on the other, the Smith-caion Agrecment wos reached
in an attenpt to solve the interpetiomal currency problem. In
declaring the declslons reached by the group of ten, thcir oom-
muniqué talivd ebout “pew and lasting equillbrium n the Inter-
nitjons] economy.” Before we can analyse tho ngrecemcnt it is
n:oful to summarire the main dedslons rearhed.

— An increase m the official price of gold frow 35 dollars
to 38 dollarm on ounes, thus devaluing the dollar by 867
per cent.

~— Tho immediate removal of the 1) per cent ~surcharge im-
pored by the US. In August 1571

— In exchenge the aight Egropean countries plu-. Jupan ard
Canada 1grved to effect the following parity changes

Belgion franc + 1157
French franc -+  B57
Ttalan Lire + T.18
GQerman mark + 13.58
Netherlands florln + 1157
Swedlsh kroma 749
Bwlus frunc + 138
Biitish pound + S8BT
Japaneze Yan + 1688
Canadfan dollar {floating)
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In the meantime, both aides agresd to widen the permitied
margin of fluctuations eround par Trom 1 per cant to 2 1/4 per
cant on either side of the parity.

The communiqué also reflectad the agreement reached by
the group of ten that “dscuemion ahould be promptly under-
taken, particularly in the framework of the LMF. to oconsider
roform of the international monetary sywtem over the longer
term. It waw agreed that attention should he directed to the
appropriate monetary means and dvislon of respoosibilities for
defending stabls exchange rates and for insuring a propsr degres
of convertibllity of the system; to the proper role of gold, of
reserve currencies, and of special drawing rights In the operaton
of the system; to the appropriste volume of Hquidity; ... and
to other measures dealing with movements of liquid capital”

Thos for the first time In four decades the American Go-
vernment officlelly egreed to devalue the dollar. In faect it
reached a bigger depreclation than any other curremcy. The
percoutage of depreclation was partionlarly big aguinst the yen
and the weaker Buropean currencles ke the pound, Franch
france and tho Italian Lira, as i@ clear from the following tabls :

Percentage upvaluation sgrinst the dollar®

Col 1 Col. 2 Col 3 Col 4
New Pariy Fnce Blnoe Klnen
Muy 1 Apgust 12 Deo. 17

Yen 308 + 169 + 159 + 19
Sterling 268057 + 88 + 78 + 3.0
French franes 0.1157 + 848 4+ 78 + 78
Lire 8815 + 15 + 62 + 33
Swiss france 384 + 139 + bB + 10
D. marks 3233 4 138 + Ba + 11

(1) Tho Hoooomist, Lopdon, Deormbar 25, 19TL
4
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The Increass in the officlal price of gold wan admitbng e
facto gitnaton by legulizing it into a de jure sitmation. In any
case It waa and still is the prioe at which the U.S. refuses to
sell gold. For this reason, the stumhbling block towards :caching
@ soluton to the problem was not the official price of guld as
much as the realignement of the new paritica betwecn the Ame-
ricans and the rest of the Groop of Ten. This was actually an
exeralpes in brinkmanship and poltticnl manceuvre. The parity
changua were supposed to bridge the 9 billion dollare daficit in
the US. btalneco of intermatonal payments which meani an
average currency revaluation of 11 per cont.  Howuewer, the
parity changes reached at the Smithsonlan mecting did not
achisve the desired effect as we shall ses later,

In fact, the Americans had a bigger depreciation than mo:t
experts expeoted or even thonght possible when the critical peint
was reached in Angust 1071, Let us only reoall the elntemint ot
the Under Secretary of the Treasury that the devalnation of the
dollar waos “like a balloon that has becn buret long time ago”. In
the mcantime tho American Government removed the 10 por cent
purcharge which represantad a turnback from its lberal trade
policy, although the full impact of the surcharge was not cora-
plotely fcit yet.

Ap of the upward reveluation of other cmTionclex, it wad
part of the deal. They agreed to rvvaluc thelr curroneies i the
Americans devalued by more than 5 per cont.  As it turned out
their effective ruts of revaluation was more than 8§ por cent from
August 18, 1971, However, the relative position of cach curren-
cy was different eftec the revaluation from thcir previous pasi-
tion.

The yen wes officlally revalned by 16.88 per oent At thix
rate it was revalued by 159 per cent from August 13, 1871,
making it the highest revalued currency. However, In oompa-
rizon with the guing rate an Decumber 17, 1971, it was rsvaluxd
blepcrmntonly.ThaAmﬂioansprmadfarthereInﬁvdy
highcrpcrcent:geafdnpnﬂnﬂonforthedoﬂhrap.tnﬁthoyun
to tnsure an eed to tha ever rimlng trade surplus with them To
thelr surprise loter an Japen continued to achieve a trade surphu
end aceumulate more reservew, which brought about another
cricle at the begmning of 1873 ax will be scen later on.

42
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The socond highest revalued currency was the DM It
wan revalued by 1358 per cent. In fact the D.M. had been
revalued twice before in 1081 by 5 per ownt and in 1869 by 9.3
permtbefctattwunllowadtoﬂmtonlhle,lB?L Hrw-
ever, tt wan upvalued against the dollar by 8.1 per oent only
from August 13, 1971. At this rats it was relatively depreciated
against the yen, French franc and even the pound Sterling. That
is why the Eccnomist rightly deslared that the D.M. had “come
out of the realignement too cheaply.”® For this reason i was
falt at that tme that Germany might stert another export-led
boom to get over thelr mini-recesslon.

As to the pound sterling it was revelued by 857 per cent
to proserve {ts competitive position against other currencles
gnoe May 1, 1971. However, at this rate the posttion of sterling
was not envied by cother ewrrencles. By this reveluation it wus
relativaly upvalued by 21 per cent agninst the Swigs franc and
byz.TpucmtagaimttheD.H,whﬂﬁlttbeumotimaother
countries [Iks Austrulia had devalued thelr currency agalngt the
pound by 2 per cent and South Africa by 123 per cent Thus
the pound became one of the overvalued currencles at o time
when the UK. nseded a push to improve tts external accounting
posticn. Am it turned out, the fall of the pound below the
“floor”’ during the summer of 1972 came as ons of the results
of thts realgnement. In the meanttms the Duteh and the Be-
gans moved together by revalulng by 1157 per cent due to
ther closs trade relations.

{1) The Froonomist, London, Decomber 23, 1871, p 68,
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Whnt happened to the different currencles™

Fund mombers chosc one of elx diffcrent options :
A —to float.

B —to keep their gold parities,
C—to devalue againet gold end the dollar,
D — to devatue upwards,

E —to appreciate in terms of the dollar but by kss than the
gold parity, and

F — the dollar area which devalued in terms of gold in the axact
percentage Hks the UK. dollar.

A, Canadn Korca Labanon Phibippine 4 Furawu 1y
Esuader

H Bntaon Franen Bpoin Ethiopia Bomaha Iruy
Libya Howait Bouwd Arohia Yoemen

Eterfing eewoclotes 1 Ausiralia Nrw Eralnnd Irelnnd Cypro-
Mulny:la Ringepary Bang Kooy Nigra brrra Leqne

The Gambia Jamaioa Banrtuashorn Trimdud and Tuobogo
Malawi
Frope Tone and pssocintes ¢ Algria Tuniy Moroocn
Holagerhy Fopuhlic Dabexriy Ivory Coast Mourinnia
Nigvr Buncgul Togo Uppr Vulta Ched Mall
Carmwroun Gaban Conge Guinea Central African Bepoblic.

C. Ismnal Yogoaiaria GQhann Barmn Bouth Afreen
Rhodrsia Lezothn Breoxdland Botremma

D. Gemany Japan Austria Balgium Loxcmboor )
Netberinmds Molo Vonomoln

L Italy Norway Bwedm Denmwrk Finland India
Turkry  Portogal

¥. Argpuntinn Balivia Braxdl (Thile Guyana Mexloo
Panarma Nlsaragoa Oruguey OQurtn Rlen Prra
o Babvador daitd Bon dorns Dominkean Repobdle  Grecss
Taiwan Phoitwd Yicinam Koren Nepad Irun
Gurylan Himyn Tanreanin Uguoda Eamhia

(1) From the Doler Crigs, by Suzon Kiange, Foreign Affairw, Junuary
172, p 112
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The reazon behind the whole exercise was to return the
nternational Anancial system from widely floating rutes to fixed
exchange rates. The unprecedanted movements of funds in 1971
reguited in frequent centrel banks interventions in the market to
prevent the value of thelr emrrencies from appreciating agalnst
the dollar. The intarvention of the central banks dd not acoom-
modate the market or stop the muddle in the major currencles
mainly due to the Iimited ahitity of these banks and the Hmited
margin of fluchmtions permitted under the rules of the LALF.

To overcome this problem the Smithacnian Agreement allo-
wed currencies to fluctuate by 225 per cent on elther side of
parity, of by « range of 4.3 per cent. This was ¢ step forward,
sinos governments and central banks do not have to peg the
exchange rate as frequently as they did befare. Furthermore,
the business community eonld plan focrthafuhlrewthma
degres of certainty.

To ingure more flexibility in the systam, different govern-
ments can {nform the LM .F. about thelr par value or thelr central
rate. Unllke the par value the Articles of Agreement of the
IMF do not require the approval of the central rate.

With all the emphasls on going back to the system of fixed
mha.n;cntulm'djngtoth.oBrettanWouh}u'tmtples,thm
were still some unresolved problems. The convertibdlity of the
dollar into gold or 8.D.R. especially when severa! European cen-
tnlhn.uhmholdtngvutmmt:ofdolhnfmmtheﬂ:mp—
port oparations, hes been ane of the mejor problems. The Im-
phicit aoceptance of the Bretton Woods system waus based on the
ability of the leading currencies speclally the dollar to be con-
varted Into gald. In fact the system was based for a long perlod
on a dollar standard

On the question of the convertibftty of the dollar the oom-
muniqué spoke only about “insuring a proper degree of con-
vert{bjlttyoftholyﬁm”withautupu:tfym‘thomylmdmmu
af insuring this goal. Thos, the American eutharides had o
chligation to convert the huge amounts of overseas-held dollars
into gold, BDR. or other foreign currencies, In faot the Ame-
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rican government have never attempted to maintain a fixed rats
aguinst other ourrencles In s system based on & dollar standard
ttwuuptofordangmunmmtntoﬂxudmﬂntﬂnﬁxﬂda-
change rates against the dollar to avold revaluing their curren-
cles. With the huge accumulation of dollars during thelr sup-
pcrtomtimu,moatEumpunwuntﬂusplmJupﬂ.nmlﬁt
withthaunplunntuhoiwdho}dingdsvﬂnﬂddnj.hmornﬂmg
them on the marist at o loma.

Thig prohlem had another dimension relsting to the proper
function of the TMF and in particular to abeorption of the big
BEritith debt repayment which was due in June 1872 During
steriing’s difficulties near the end of the 1060’s, tho Britlah Go-
vernment hed borroswed about 1,000 mildion dollara. This
amount had inaresed due to the dollar devaluation to about 1,078
milion dollars, which the Bank of England wanted to repay in
June 1972. However, acoording to the IMF practices the repay-
ing country has to hand over acoeptable currencies to the Fund.
At the time, the dollar could pot be conmidered as such becinie
of the huge holdings of other countries. It was thought there-
fore that 2 US. drawing of usable curreccics would help, as these
currencles could them be exchanged with Britain for dollard;
thus the UK. would be abls to repay.l

The US. attituds on the convertdbility of the dollar was
thexrefore, gubject to ssveral attacin and criticisms even by Ame-
rlean firancial experts. In a paper poblshed in N.Y. Mr. Edwurd
Bernstein the former Research Director at the IMF. criticlzed
the UT.8. reluctanes to begin negotiations or even to restore o
measure of convertbiity to the dallar. He even wcat further
to point out that this 1s a violation of the Smithsonian Agrecment
which spoke about “defending stable exchange rates and ensur-
ing a proper degree of convertibility In the mystem.t”

Tn short the Smithgontan Agreament was & stopgep sclu-
tion by the “rich-man’s club” to e &ifficult and therny problem.

¢1) Brmuel Pritton, ¥oanagial Tires, London, Fub. 10, 16T
(T Tudl Roland sod Or. Quertedy Beview, NY., 1672, nportnd ia tim
Fmancelal Tvm s Fokroary A I9T2
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I".TboFourthBt&ge:EmMItﬂngFimts

Tostnrtwith,th.eﬂmithmniu.nmteufthopmmdlttrhn;
was 4 at a relatively highar 1ate than other currencies, It
u-udiiﬁaﬂtthmfuretomm.nthjﬂmtaforalongpeﬂod.
Fuithirmare, the overall balance of Payments swrplug  was re-
du&dtmmmmjmonpoundzmtheftrﬂtqm:terGIMIto
mlyﬁ?miﬂjontnthcmrrupondingpniodaflﬂ’fzm In fact,
the micehandice trade balance recorded o deficit af 118 milbon
pound:slnthaﬁ:atqun.rtu-oflmlfternﬂurplusofﬂmﬂ]ion
pounds during the same perlod of 1971 These advarse develop-

wage inflation, ngecﬂ:mtape:u.nitofoutpuimcrmdb}-??
per centtmmmid-lﬂﬂ‘?’tothsfowthqmﬁeroflﬂl. This
f&ctrcﬂactedonBrlﬂjhe:xpm-tpricenwhiuhregiﬂtumdunm-
mmd%p&rmfmmmid-lmmtheﬂntqunrtcrof
18724 Moreover, the Britieh Government and the businces
camrmanity wanted to enter the Exuropean community with a
favourahle rate for the pound.

Thenteoflterllngounttnnadtodmpugﬂmttthumpa:n
currencics (emcept the Italian Lire) and even the dallar. To
kvep the rate between aterling and the ELE.C. currencies within
thanucw-ednarmmargﬂnaf21,'.pcrcant,im¢eadofthey
per cent parmitted under the Smithsonian Agreement, Euopean
(hntrﬂBmhupmtomZ.BmﬂJ]andoLhminmpporﬂnzﬁtar-
Hng,mmtofttonWednmdnyandThumday,ﬂldeEJum,
M.hwemmﬂmtha&nkofmngh.ndgnmdimctmppart
espadn.ﬂylfterthaEurop&l.ntﬁnhclomdthdrdoon.Nem-
thalcu.hﬂldinguofsturﬁngmnﬂnuedtouﬂmdthentedmp—

{1) Exeinding £124 milllon BDR Allociton, Warld Finares) Maorkots,
Morgun Guarantre Trust Conpany MY, Jun: 23 1972 r 2

{2,an-Emnmﬁ.|t,J‘ulyl.1m;Lm.
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pud.Ou'Ihm-dtyemtustheprmmmloltmngthattha
ckntngratodmppedtolﬁ;ﬁdulhanodnudnyJuueﬁl,lm
and to 2575 on Thursday, Juns 22, 1872 againgt the old Smith-
suninnmtaoflﬁ[ﬁddllrntothopomd.Attbilmtathapmmd
haddwnluaia;n.tutthadoﬂnrbyi.ﬁpu‘mtmdSpermt
respectively below the old Smitheonian rate.

TormedythiudtmﬂnnthoBﬂtthomnmtdmidaﬂon
themcrnh:sotFr!—duthmeﬂ,Mtoa]lawthopoundtoﬂmL
Thu.u,thelmdnnfomignexchangemnrketmdoaedonFrhhy
June 2%, 1972 and an Monday June 268, 1972. In declsring this
dsclalon the Chancellor of the Exchequer amphasized both the
tempomrynahmoithhmumomdthotmmodhtoappﬂmﬂm
of exchange controls on tranegactions by UXK. residents with
rogidents of the Overseas sterling Area (OS.A.) except the
Iriah Repuhlic.

Bank of England approval was thus required for now direct
investment !n OS.A. countries on the borrowing of UK. com-
panies for thalr operations In the UX. if they are controlled by
OS8A. residents, and a maxhrmum Hmit of 20,000 pounds per
family was tmpoged on emigrants to O.8.A. comntries.®

What has happemed In manufacturing Binee last thme™

Export Prics Hourly Wage orsin
% Inooreass n UL dodlors earnings per unit
of ootpat
MWOI-194T MNA-1870 MWOA-1087 ROA-108T MId-1987
to to to to to
Mld-1070 1st qir 1t qtr 1st qtr ith qtr
1w 1072 1971 1971
o < w bt e
1) (& ) (X (4} (8)
Britain 0 28 a3 be 2T
Gearmany 12 14 30 21
Japan 12 ) 20 101 3
Italy 10 12 a3 a2 32
Uniltod States 13 4 18 31 13
France 5 ) 14 a4 18

(1) Boocomic Progress report, UK, Trewsury, Loodn, 30 Auguet, 19TA
(1) The Beonomist, London, Joly 1, 19T
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Following ths Britlash decision, there was & divislon in the
virws between samo ELE.C. members as to the proper course
of oction to be taken for thelr own currencies  Whily both
the Dutch and ths Belgians wented the Six's rnake tunnel to
float aguinst both sterling and the dollar, the Germany and
the French wurted to maintain the Smithsaonian fixed paritics
and the applicatian of the nerrow exchango mergins agreed
upon by the EEC. members. Both of them wcre motivated
by the desire to keep their exports lead through a stable and
relatively undervaloed currency, while protecting their imports
olther through the cheap commerevial French fruno or the undesr-
velused DM. They convineed Belgiumn and the Netheriands,
therefore, to maintuin the exlsbng rules and a commonigque
wans lxgosd to that effect stuting that the finance minfutera of
the EE.C agresd to “mmintaln the merging and parities
sgreed in the Smithsonian Agreement and the European Eoo-
nomlo Community’s narrow mystem of exchenge margina.»®
The Jepanese and the Americans were pleased with thi+ ded-
sion, but for different ressors. As for Japun it was impo--
rihle to keep the fixed parity of the yem while the mnjor
Furcpean currencles werw floating. The U8, would haivo
benefitisd from cuch e float, but it did not want a further
deterioration of the dollar immediately bufore the premdential
electon.

At the game time soveral Furopean countrics liko Germany,
Switzerland plus Japan embarked on epplying exchange eon-
trols to dvoid forelgn inflow of funds ewpecially the dollar at rte
nnattractive rate. Italy also sppied exchange controla, but for
a different reagon, that is to prevent a further cutflow of
furds dua {0 the weaker pomition of the Lira.

Thus, by July 1, 1972 there were more cxchange conirols
in most industrial countries than at any time smince the bepin-
ning of the shxties. This fact let the Economist to declare that
“nnless worldwide exchange controls are far more effeetive
than before ... this may still lead to a general floating” .

(1) Butmeot of the EF.Q finanen minlsfora, Laxo o barg, Meodn,
June 24, 1071

(2) The Ecoaomirt, Landon, July 1, 1972, o 0
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V. The Fifth Siage : The socomd Devalnatlon of the Dollar.

At the beginning of 1973 the economis sosns In the U.B.
looked encouraging. Bales, production, employment, ncomes
and profits were rising tn 1972 while the rate of inflation slowed:
the balance of trado was the only uncertaln indieator. This was
in aharp contrast to the recession of 1969-70. In fact, between the
third quarter of 1671 and the same quarter of 1972, resl gross
national produet rose by 7.2 per omnt aguinet 4.6 per cant between
the fourth quarter of 1970 and the thhd quarter of 197100,

However, the international monetary scene became erratic
within @ very short period of tims, when the Italtan Government
decided to Introduce a two-tier exchangs systam effective from
Januery 22, 1973, This step was mottvated by the government’s
fear of an cutflow of arbitrage money plus the usual speculative
outflow of capital dus to the rising interest rates all gver
Europe. Italy chose this approach rather than devalulng the
Lire because of Ha handsome current balance of paymeants sur-
ptus — 1.3 billon dollars — which as & proporton of GNP, is
higher than Japan's, while the level of itz reserves oould not
sustein additions]l outflow®. In the meantime, It pushed aside
any rise in Interest rate to restimmiste economlo growth.

Thue it jolned the “floating club” of other ELE.C. mambers
ks France, Belglum, and Holland which allowed their curren-
cles to ficat for capital transactions, If we add Britaln and
Ireland which are floating for both captta]l and current trane-
wothone, then we could say that with the exception of Germany
the major countries In Europe joined this club.

Following the Italian declsion, the intermational currency
market was shaken when the Swiss Natlonal Bank, tnder the
tmpact of large inflows of foreign exchange, especlally dollars,
coasad to intervens In the exchange market to support the dollar
price after {ts rate dropped. From the last few days In January

(1) Monthly Eoonarde Letter, First National ity Bank, N.Y, Jamuary
18T, p 2

(3) Tho Beonomist, Jannary I7, 18T3, p T1.
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the rate sank vigbly on most forsign currency exchangea.
Ag'l.hu'tth.tub-.ckgrcnmd,tbeﬂwluGovernmemtdmdf-dtoﬂoat
the franc.

‘I‘h.o-hnrpumrnrdﬂonta:ttheﬂvdntmnutriggercdcﬁ
specuhﬂmthatothermngmrrmde:wuldbemdiﬁiearor
floating. The foot-loose hot money acted quickly to convert
dollars to DM, y&n,guﬂdﬂrmdotherntmgmma. Bpe-
cu.htmthmtriadtohnnthabutofbothworidd,tooptout
ofthdrholdjnsn.tonvddmylmandutthenmetimotouhm
mtheforthmmjngﬂmtormﬂluati.onocftbeutrcmgcnrrmdm.

The news coming oat of the US. about the increase in tho
tIldedaﬂcitfromEThdﬂionlnlB’fltoﬁ.lbﬂllonduﬂminlBTZ
the alarmist storbes in the U.8. about the energy crisis and its
Lm}nuto.nthabﬂnmaottnd.einthetutnre,thnunmnmﬂbﬂity
intogold,mdthelc}nndngphmammwdtnﬂaﬁmmuddad

reagons for pessimizm.

Agﬂnntthiabackgmlmd,theaﬁuutkmdcvalopedveryquick-
ly. Dmpitamerutﬂcﬂonﬂlmpomdmmmtcmmtﬂuoncapﬂnl
transfers, huge amounts of funds were transfercd mainly to
Gmmy;ndh.turtoJal:m.n.’IhoBunduhmkhndthuutoawcpt
nh:genmo‘untofddlmutthabwertntmenﬂnnmmtd3lb
DM. to the dollar, Haneuryatrthoﬂﬁamothercuuntrlﬁfound
themselves in the same boat. However, the dellar purchares
were on s amaller scale there than in Germany.

To counteruct this messive inflow of dollars and to protect
itn own self-interest, the Federal Govarnment adopted furthes
restrictions on capial movements from February 5, 1873 and
rnqueutedPanmmttoamendtheGthepothctpumiw.nx
the ratlo af cash depoxit to be rulsed from 50 per cent to a
maximum of 100 per centD.

However, the different statements coming from the UB.
abouipom[hledcvﬂuaﬂunafth.edoﬂartntmiﬂcdthoinﬂnw
to Germany and Japan. The Bank of Tokyo bad to accopt more

(I)Hmthhmmmk,Vullﬂ.Ho.zwm
p T
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thm@ﬂnﬂﬂiundollmattbefbcrntauf&ﬂl.lﬂmtotha
dojhrmtbafmdayiprwtdingFehruuyB,mm. In fact,
thedoﬂuruuhadthﬂ:ooru.mjttnmcﬂmﬂylﬂmljorﬁmhm-
ges on February B, 1973. The barriers erected in Germany and
thadjﬂurmtprog:rammmtocontmlthetn.ﬂcrwlnlqnnmomd
inefTective, Thu.u,thamu.jormrren.cymhanguwmulmad
fram Monday, February 13, to Wednesday, February 14, 1973.

Fra:nthabeg:tnntngoflpecuhtiontotheclmofcurrm.cy
mhugu:bout&,&)ﬂmﬂlbndoﬂanwmahorhaihyfordgn
central banks. Out of this total amount the Bundesbank slcns
took 6,000 milhon dollars — about 185 bilHon DM, — at the
lower interventon point. As the offictal report of the Bundes-
bank put it “no previous wave of speculation had resulted In
funds Aowing into Germany on such & mcale®”,

Unhhthemavbulm'hahdlﬂ’(]_theFetrunycrm-of
lQ‘TSwumtado]hr-D.H.mhlu,hutudnlh:-ymmﬂl. The
fn.ctthatmoredoﬂnnwmmlthmyth;ntnTokyodou
not negate this amalysis. There are two explanations for this

paredax :

Firstly, the widespread bellef that the West-Garman Govern-
ment was mofe vulnerable to political pressure to re-
value then the Japaness Government, and,

Smndly,tbeauhnngamntmlprotmﬂonmtothaym
was mare effectlve than that given to the DM,

The French franc waa not affected by the 1973 crials becanse
ofth’eltrougprotecﬁmofthatmmbythotwo-ﬂa‘mtam
which was introduced in August 1871, Furthermore, thare were
mmlrupcrtlabouithep:uﬂﬂﬂtyofnchmgoinmt
o5 a result of the March eloctions. The French franc did not
attract therefors speculators as o strong eurrency in the imme~
diate future that might bring & quick profit,

Mmmwtumbacktothemmmwhythacﬂduui
Fahrwyl%mndoﬂmmmﬂn;uinotudoﬂa:—DM.

(I)B.tpm‘t-dmthonuﬂywmrmn,lm
(l]chutufltnthl'H:mu,lmm,Octl‘l,lm.
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'D:emhuﬂnndthaymbylﬁperce:niutSndthmnhn
Agreament wu:uppoaodtobringequﬂibﬁummhpn.n'u ex-
ternal acconnting. This desired result did not materialize, the
tmdebahnmmfhtﬂ'adlmnﬂnuedinfmwhioh reflected au
an gver {noTeaning reserves However, the Japanese cfforts were
dirmtadm.ajnlyatﬂahtmlngfordgumhnnsewnu-ohtopa-
r&nttheinﬂnvofformgnfundunthcrthmmmumretheout-
flow. The Government, thereforo, announced threo programmes
todetundthayuntrcmh[nylﬂ?ltotheendoflﬁ’mTheﬁmt
mthodghtpolntlpmgﬂmmomommdinthesummcroflml
which ended with the Smithsonian Agreement. The peeond wae
the seven polnts programme of May, 1972, which waa overaha-
dcwedbymmrmmdnsmdemm}unandrmmcumm-
tons. In September 1972 the statistica for the first half of the Ja-
;nneoaﬂmlyur(AprﬂtoSq:tumbar]wemmaunwiuhowmg
unovfrnllc:xp]rtﬂoili.O‘BTm.lﬂ:londo]hrﬂ, or a gain of 16.9 per
mttothammepcrlodnyﬂ:agowhﬂcaxpurtstothemdus-

ﬁmal1972mlnpectuitomchmnrethm9,a)0mﬂlmndollm
mthamde:ur;lnjmlmdmﬂnormhigterth:ntha
rurph.mofB,ﬁ-WmﬂﬂondolhﬂinlB?Litmmtfuﬂhm‘h:hnm
ofpaymenh!nu'pluﬂwntr{buﬂngtomlmrmmmto
nearlyﬂ)bdﬂiandoﬂmbythﬂend of 1972 ingtend of the 16.7
bﬂlian&ollmmch&dattheendofmmhlﬂ’ﬁ.

Intant,thﬁpowurfulJapaanedmﬂmofEmnuminOT-
gminﬂnm—Kaid;nmn—mwtinhwu:ofaforeigntmde
mnhﬂoxdtnmwfaramiﬂngaportluthoonlymytonlaw
dmthapacaofcq;nnﬂonlnaportntotheU.S.anﬂWutm
Hurope. Furthermore, It mqmtedacutintnrﬂf rates by
batwmmtompu'cant.ndmﬂnntnthemmbcofttumlro-
ma.tuingmbject_toimportmﬁicﬂmmdapusimdmm
quotas.

The Tanaia Government thus embarksd on studying ways
animeammredmethishngasurpluawhichwou]ﬂulﬂmatdy
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kead to another upvaluation of the yen. However, thers was o
divﬁonofviumvithinthecabinﬂtbetmtheﬂlniltry af
Hm.nmmpportedbythaBankofTokyoonthaomhmdmd
the Ministry of Internetional Trade and Industry (M.LT.L) sup-
parted by the businems ocommunity on the other. Whils the
furmurpropondthuimponiﬁonofmuxporttaxtom&ucetha
hvelufe:rportl,thehtteroppo-cdmchummewhlnhwouﬂ
botnuffeutudhgﬂmﬂtrpwlmﬂonofthayen:tmtuditpropmed
Hbernﬂﬂnghnpurtlmdmdu.dngexportstothadevdopadmlm-
trie:_’lhuvimafthol{m.tuh-yafmnmoomh'ided.’lhmtheCa-
binet announced on Friday, October 20, 1672, the third five
pointlprogﬂ.mmatoddundthayml.gﬁmtmﬂonurﬁmt-
ng,

’Ihepro-gnmmtmlududthofoﬂowmgmm:

1 — To reduce tariffs on nearly three-quarters of Ja-
pa.n‘ltlrtrrlbyZOp-ermt.whﬂeducren.d.ng the
quotn.uonumnlttum:toeuwun.gaml:-ortl,

E—Rﬂmﬁme@ademm&xpmhtthgh
administrative meaqures on items where exports

huvubecnrilingutmlnnmlnteotommpur
cent,

3—-Topromotetbaoutﬂowofapitalthmughm1nta
inreu:tmentorthmghforelgnwcmomicddtotha
devaloping countries,

4—-TOHb&m]imtheruh:onfardg:nd.tmctinmtmmt
In Japen while tightaning the rules on forslgn
speculation into the yen and,

G—Tommlpﬂndtngathnmaonwaﬂ‘mprojectn
through & sopplementary budget.

Howwa,tbuemnmmmanotwuﬂrmdvuibyﬂmndd
upurtl.Thsyhuadthd:judgmmtonthotmbiﬂtyoftlﬁﬂm-
chldiantotnnrmuetbegmanllevdoftnport:mﬂnlybmm
mca-etha.nwpuromtdhpnn'lhnporumnwmtaﬂﬂawhm
lmmt;rbalmﬂuva,Furtharmcro,Jupn.ndidmtfmwdtwo
pro-gnmme-befomnndndthurmeﬂwﬂm’lheywouldhan
prufmadlmteada.nmrtﬂg:htrenlmtinnoitheymoratlmt
m&x];mtmthu-gec:rmpermtmpechﬂywhmthehpmao
Natlonal Hoonamic Research Institute denlared bafare that Japan
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muldnbwrba&ﬂpermtupvﬂuntiano{theycnnndnﬂllen-
j:oyﬂpa‘oantgmwthntetnthemttwoﬂ:nancwlymm.

In amtapation for such a revaluation, the yoen was quotod
ot about 280 to the dollar In forward transactions which meant
an upvaluadon of 10 per cent cn the Smithwonian parity
(301.10).

Deapitetheprcﬂounutopmtoﬁbcmﬂmlmportunndmpim
investments, and to lower imports tartffa, Japan recorded & aur-
pluy of more than £ pilllon dollare 1n its fureign trends with the
US This trade deflait with Japan s oongidured from the
Arrerican polnt of view the largesi with amy ono wingle eountry,
#t comstifuted about two-thirds of their overall trade defleit 1n

1972,

Mr. Willlam Eberle, President Nixon's wpecial trade repre-
partative wns thus esent to Tokyo, to request the Jopanes: EO-
vmmeuttomﬂluothayunbyat}mﬁlo p-ercmtothm-wiztr‘tha
U.S. may take actons agninst Jepan like an {mport surcharge.

TheJapnnm:tﬂtudamwryoooLtheyretuedtooﬂur
any major trade concessions on two grounds First, to make
upurtundhnpm'tmdaunotnemmﬁ}ymmmequjhhrmm
ductohriedcﬂdtluﬂumdblepm,nwiththeUB.tnnon-tmdo
balence. Japan thus should continuc to maintain a trade sur-
pluaod!Rl:ﬂlliundﬂllarlwtththe U.8.41'  Zecond, the Japinoae
Government requested more tme for the 1971 adjustment m
parities to be felt Hr.KIumurn,Dapntyldanterofmmnm
forlntarnnﬂ.onllAﬂﬂrla:prmodthaotﬂcinlltﬁtudtbyd&
ohhngthnt“the&nlthuonimAgrednﬁnliuonlyomyurold
and 1t takes time for the effects to be felt.”'=’

'Ihu.athaEbu‘le'lminﬁbninTokyodidmtmhiﬂettugoal-.
Haldttothemljﬂrcnpitnhmmuropetomthcomnm
Amﬂrk:nvievthntprogrmintmdu,momtuy,ﬁnandulw-

(1) YMGImmJ:m-UB.MMMJm
Ecnmmlnmm,Tukyo,J:mu.rylﬂ,lm
{1}Raportndlnmmdal'nmu.mndumm.9,1m
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operaticn and defence coat-aharing negutiations waw necessary
an a eoordinated basls between the U.8. and the European count-
ries. The US. wus still hoping then that the surplus countriew
would elther agree to partloipats in ancther Smithsonian general
reveluation agresment or to start a joint float.

The American policy therefors adopted the previous etrategy
of 1971, that if they do have a currency orialn they can remain
reaaiute and leave the prohlem simmering, their other pariners
would have to take action before it explodes. Thus they oould
be relieved from taking a drastic action while passing the pro-
blem to the others,

This sirategy however did pot work out during this criais.
In fact the Japanese Governmeat took the previcus position of
the Americans, they stood tight and resolute. The major In-
dustrial countries did not feol the need to change thetr exchange
rates gimply because they all adopted well in advanca direct can-
trols on capitel account and at the seme time they did ot con-
dderthatthdrertmﬂpoddmmoneofdgnjﬂmtmphu
Thu:theyrctu&dtoupﬂluaorhttheircurrmciuﬂoat.hpnn
fdtﬂ}mth;tﬂmlftheU.S.thmatoflmpoﬂnglmmhargeun
ite exports were to materialxe, it wounld leave its mark aon the
international treding systam. It would try then to divert its ex-
portntoathawunﬂcump&dnﬂyWutemdea:tem-Enmpa.
Furthermore, this sttuation might start a {rade war betwesn the
major industrial countries tin the world.

Inthemmnt{methe,tntermttomlmpportopemtwm for the
dollar in the six trading days ending Feb. 8, 1973 reached more
than 6,000 millon dollare. The dollar thus resched its foor Hmit
tnmcﬂm,ﬂynﬂmjorﬂnnndﬂmukmmthuwm—ldbythemd
of the firet weak of Feb. 1B73.

Dil:crverlngthltttlolddnt;gydidmtplyoﬂ,mdcon-
vinced that the surplus eountries, particalarly Japan, are not go-
tngtotnkuapmom-htemmru,thamommtofdecidonmuld
not be further delayed. A 10 per cent devaluation of the dollar
mthmmnomeedhytheU.&SeaaﬁnoftheTmmylate
Monday night Feb. 12, 1973. The magnitude of this develmation
exceaded the expectations of some obeervers. It came quicker
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ADﬂby;ngrpementn.gathmtheT.Bpermntﬂntdﬁmluaﬂon
of December 1971

Unmrtnjnabontthatuturestnbﬂitydtheddlur,tbalad-
lngin.dnrhiﬂlcountriurq:rmﬂngthﬂnlmmmhcuoftha
EE.C.mutadhya.nmmcingl”j-cﬂntfhnt". This float was
tawicnﬂnktngthﬂtrcu:rmdestooncu.noﬂnrtbmghﬁud
parrdmtoﬂlawthﬂntommupordcwnmthomnrkctua
unj:tnwartﬂngtotheformo:fsupplymddamnd.

By:doyﬂngﬂmﬂngntn.thewhohltmotumofthaBmt-
tunWooduofintmtiunalmominry-syﬂtmhuﬂdonsta.hloand
ﬂxedmhmgamtuhubmdethmnci | i3 the firgt time
Mlﬂﬁth.mtthﬂforwafuupplyanddmmdmgimma-
_‘pora:;urwakmtnduturmtningthomﬂmngontu. This helps
torutnreaquﬂibﬂminthehmhnmoiptymentlatthemutof
g'ra:terincu'tl.l'n‘l:ytnwmidtra.de.

Itiunﬂlltobemwhathcrthomwmcﬂmmﬂbewﬂdy
adcpta:dandtowhntutunti‘twﬂlboaﬂocﬂve. The unilateral
Lctl:anbythelu.d:mghﬂultﬂﬂlommtﬂm and the indecisdan of
thoGroupoITwmtyhum.ltitluha.dcwunthafutummleof
the LMWLF.



INTERENATIONAL RESPONAES TO INVESTMENT
PROBLEMYH
Some Basltn Comments*

Dr. Ibrehim F1 Shihain®**
General :

1—Universal awareness of tho challenge presented by the
problams of forelgn investments hes led so for to the adoption
of certain internationol moasures which have generally taken
cne of three forma : the conchwion of bilaterwl or multilateral
treatics egtablishing staodards for the treatment of foreign
Investors ; the establishment of facllities for the esttlament of
mveatmant disputes; and the provislon of flnannlal guarantees
aguingt non-commercial risks. The development of such measures
dbes not seem however to have been baeed on an agreed definition
of the problema Involved, even though wuch e dsfinition may pro-
vide the loglesl prelude to devising effective responaes. 'To be sure,
there has beon a wide smsumption underlying the differemt ap-
proaches to the effect that the problem is in emsence a matter
of quantity ; that international measures are banically nesded
to stimulate a greater Inflow of private capital from rich to
poarer countries. Actng on this sssumption International ef-
forta seom to have pald lesm sattention to the equally if not more
relsvant questians of what kind of investment ought to be hter-
netionally enoouraged, what intermatiomal rules of behavigur
should the investors be callad upon to follow and how to ef-
fectively combat the harmful effects of foreign investments on
the economles of the reciplent countries

* Thia artlale is bosed oo the comments mada by the writor In the Con-
fcrenee on Intermational Controd of Foregn Investmont. Duaeldort,
Geroany (Jarmary 4 -8, 1873).

*% Logul Advisar, Kuwntt Fund for Atab Ecunomic Dewilopment, Kuwult
(and dszociate Profuasor of Intcroational Law, Afn-@homs Unheoralty,
Cajre). Opinions sxpresed I this ortiel ore personal opiniens and

4o not ovo wmnly reflest the afficlal viewa of the Kowwt Mnnd for
Arab Leonomic Duvvelopment.
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2 — There has also besn & tandency to deal with the {xsue
s i foreign inveatments conetitute one homogeneons whaole and
therefore deserve the same nternational legnl treatment. No
hgﬂdl:tfmthﬂunmthuﬂomdcvheﬂfurthcoldmloninl—
typeinmtmantnwhlchmjoyudcmcc:ﬁomrytemuthntwould
have been unthinkabls for Western countrien cven in the last
century. Investments in the extractive industries, which flourish
on the depletion of non-renewable reiources of host comntrien
and which may thus bave little positivo effect on tho velue added
to the natiomal economies of these countries (os the income
gtnera.tudbythunintnmwamhfnrmofthedephtod
wenlth), have not been trested as an indopendent category
elther. Nor, for that matter, have muoltnational firms been
singled out for a wpeclal treatment ln view of thelr strang bar-
gahning power vis & vis host couniries as well ga parmt govern-
ments. The principle of equality, held dear in the lterature
on the imternational legal treatment of foreign investments, hos
thus besn advocated for what are basically unéqunl esubjects

Factors of Suceess :

8 — The success of international responszes to mvestment
pmblmnkemde-dthemmofmymponsetongimchﬂ-
lenge, does not depend an their content alone. Of equal impor-
tance Is tho souree of the suggested acton and the approach
and technlques followed in pressnting it to the interested
partleq.

-

4 — Internatlonal firancigl institutions have proved to be
particularly oseful catalysts in dcvelopmg ructessful remedics
within certain limitetions. Thus, while the powerful and pres-
tigioue World Bank eeems to have besn the enghty wource far
Lnrﬂaﬂngmchrupomeﬂuthecreationofthﬁlntamnﬂoml
Cantre for the Settlement of Investment Disputes (IC3ID) and
may eventuslly suoeeed n playing a major rolo in the develop-
ment of a universal investment code, it does not secm to have
met the same measure of sucoess in sponsoring the estnhblish-
ment of a multinational insurance egency. If roch en ogeocy
iu to be financsd by the rich industrialized countries which
alrcady have their national insurance programe. these countriea
themselvas or an assoctation of them, such as the Organization
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for Eoonomic Cooperation and Development (OECD), may be
hetturmﬂtudmtututhﬁmhldnnpmrtururﬁ:ﬂngthut
agency or for adopting more modest proposals [ike the establish-
ment of an international relnsurance corporation to serve the
existing netional agences. The Kuwait Fund for Arab Econo-
mkDewbpmmthumthﬁotha-hlnd.mwmfuﬂylpomored
the creatton of the Arab Corporation for Investment Guarantes
anr@omlb‘.l.h,withtheplrticipationofthauapitlluporﬂng
as woll a8 the capltal importing Arab countries. The basle
dﬂermmlaufoourmthx.trﬁchAnbcmmtﬂea,nothdng
induwtrial states looking out for export markets and forelgn
sources of raw materials, have no national programs for imvest-
ment insurance and indesd no clear soonomie interest th ennou-
raging thetr nationsls to [ovest In other developing countries.
Theyv.‘erepurmxdudtopuﬂctpatelnthepmjacibythepuﬁ-
{:ipu.tldnctthepmrerconntriatuthclhmmpdtﬂortboccr-
poration and in its other resporsibdilities.

5—Theﬂa]rmufthempomeinaluo;lrﬂcuhﬂymhmt
mdaterminmgthochnmudmmforthommympoah
for the adoption of an International code of investment. Buch
c.hnn.caaremn]lygrut-rwhcnthacodeiudwalopuibyl
ragion.ulorgwlnﬂm:tohu&mh.ﬂvdytpp]iedbyitlmcmber
Btatea Awidura.cccptnmof:mhacodohnthmunl{kdy,
uhthemfwmdudevhedbymmmwﬂahmoruppar
to be partisan on behalf of the investors or the host eountries
Proposals like the OECD’s draft convention on the protection
of forelgn property or the Aslen African Legel Consaltative
Committes's resolutton on the status of alens may remain,
therefors, merely as {nstruments for the stmulation of further

Jegal thinking on the subject.

6 — The approach followed in drafting the ICISID Coo-
mﬂonmmadmtohnvebomapoqﬁmhctarlnttqmmﬂ
adoption by a great number of States. The close consultation
of all the States members of the World Baend and the successive
rugiomlmmdnglnwmthomﬂlmtsutothammfurdng
feeling of participation In the making of the Convention. This
halmmwhinhmbeu:dullyfoﬂm‘edtnthapmmtlm
ofoth.erhxtematiomirmpomulimhmlhcﬁvediplmﬂcyh
Froperly administered by an effidlent and trusted secretariat.
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Continued perscnal contacts with Governmant «fficials,
apednﬂylnthcdewlopmgwmtrh:hulsomimpomtup-
proach far the suceena of future wtepa. The partisular fckiences
a.ndlemndthnushtlofdaddonmnkminthmcountrla.
along with their rapid replacement, pinpaint the Importence of
this factor.

T — A reaponse emanating from the «1ights gource and pre-
scnted In the erights procedure may gtill remain without universal
acceptance If its contents are objectionable to any given group of
States. The result 1o that universal regulntion will ncocssarily alm
ltthrhtremmimumwhichcu.nbeattﬂncdtunparﬂculn:mtlm-
thon. This mayin certain circumstances presant & wtcp forward,
hke {n the case of the procedural facilitien provided by the ICRID
Conventlon Inotherﬂtuaﬂmu,hawver,a]laidumaybeleﬁ
tnabuttcrpmitionwtthoutagreementonthaattaimhhmini—
mum. This seema to be the cape with the proposed interna-
tHonel investmant codes. Due to the peemingly Incompatible
lntmutlcﬁthﬂupitnltmportmgandwpitﬂexpomngmum
(dthaughtheyn]lphyho-ttosomefontlgni:rwﬂtment] o com-
prahmdvemﬂmjmlqrumﬂntontheuubﬂtnntrvcrulu
regulating the treatment of foreign Inveatments may Dot
mﬂdﬂametulrumedytotbdrpmblumﬂatprucnt This
nhonldnotmmhcwm,thntthelmmoughttobolg-numd
intavouruftheprmdu:ﬂuppruchnndthohﬂtddmtmhm-
que of Investment insurance.

Future Steps !

8 — There are areas where intermatlonal regulation is
requiredundammstobelttntublaongmupbum,tfnﬂton
a universal ecale. Amnngthuﬂarmthefo]bowtu;mnymdﬂy
prumtthmhmfcrpmdhlecomidmﬂon,althcushtheymy
not all be In the same degres of ripeness for immediate action :

First : Scme of the existing intermational responses nsed
tobegz-um.a.ﬂymengthmui,tftheyamtobacﬂecﬁventull
ThoICS]D,forimtamn.mnatremd.nfnreverwithuutmn—

ﬂnuaijuﬁndlcﬂﬂn,thmrapmﬁngtheunhappyupMMd
the Permansnt Court of Arbitration Omo of the objectves of
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m&creurlatuhwldbetopurmdamunbushtutohm}ude
in thelr investment laws and contracts compromissory clauses
lmpﬂﬂgthﬁjmhdkﬁﬂnofthaCﬂJh‘ﬂ.ortolmdmhnﬂanl
to that effect similar to those lususd by States under Article
38/2 of the Statute of the Interrational Court of Justice. Hf-
forts for the hternational resolution of conflict of private com-
pnnylnw:andforthdruntﬂmﬁmuwdluthomm
dsvﬂo;mmtdmtmnﬂamlmmpnnthmlesuhmldll-ohe
activated on the Intergovernmertal level

Becondly 1 If the principle of remegotiation of old imvest-
ment contracts whose terms have been outdated by economic
mdpdiﬂaldwdnpm&nt:hlmtﬂd.ulthjnkﬁlhouldbe.
there is & clear nesd for an agreed dsfinition of this principle.
Furthermore, ocoflicts arlging in the remegotiation procees —
bdngpdymﬁ#cpmblmufnﬂadmgﬂtudu,nottypﬁcal
leglldllpnte:—myneodforthe&:rmhiﬂnnmwtypum‘.
internatlonal forums. Such forums would take up the issue
whﬁmn;egoﬂ;tiamtajLnotnmrﬂyforthepﬂpmofimpo-
tnguncttlﬂnﬂntbrrtmoranppu‘up‘htdyformwﬂngmﬂﬂng
prl:ndplmtobefol}owudmfu:therdiw.ﬂonubetmtbo

partiea.

‘Ih.trdly:kioneﬂocttvaeﬂortnmlyprmtlybeeurtod
for the resolution of the confHet between capltal exporting and
c-.pitllrecaiﬂncwuntﬂcuinthdrmmipuhtlﬂnoftntﬂmthml
capital flows for improving their balance of payments. In par-
ticular, the meastres adopted by certaln capital enpplying coun-
triss in their attampt to benaftt at the expense of the capital
importing countries call far collective measures an the part of
the latter or, f et all posalble, for Intarnational agreements to
ramolve this conflct,

Fourthly : It establishing an international code of behaviour
for multinational carporations involves formidable difficnities at
present, the nsed for the progressive development of such &
code cannot mimply bo ignored. This is particulerly true In the
axtractive Industries of developing ocuniries where there is
fairty high degree of concentration of ecnirol of the Industries
and of thelr export markets in o limitsd number of firms In each
industry. It s also of specisl relsvance to the exploiiation of

_—lm—t
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new rcsourees such am the scabed and the occan floor. The
perent countries mey eventually find cnough cor*mon interest
1~ adt~ with oo, cates in an egiexd 1e7ulntlon of the behaviour
of those evergrowing glarnts. Short of wuch an agreement, the
lexs developed host countriem are cciiinly ecalled upon to dovise
their own riies and to edopt me-1ie: for thalr mplementn-
Houn, The pioneering Initfatives of :zuch orgunrations as the
OPEC in this directon may point tc tha possibility of further
actlon on regional or zectoral basl: Thcie i9 curtninly a mcat
deal to bo added to enoure systexatic ond prog:cagive local par-
t.dpaton In equity, continuntion of th: trunefer of techro' 2oy
a1 panegerlul tedhnlque., reinve-in ot of an inorcaring per-
tntage of profits and preventiin of their nse in competdive
wrcad w other eountric., trainlng and prommution of local per-
connel, ete. The effcetivensma of roch  1easmres depends,
however, on mproving the profesguna wpacity ot the dovewog-
7 commdries’ burennarats and teehnoernd s involved—o Inet whiv 1
calls fo. the more presaing tisk of ¢-tmbh-hing imternoticnat
cerntred for the training of esuch stuff in the viay. af deadns
with forelgn Invvatmenta and for supplmng them with adequaty
informraton on the wubject.

Precaotlons :

9 — On devixing internetionsl mesaarcs soch or the ones
alrendy mentioned we should not peibals loee sight of the foct
that gome developng countrles have epared no (ffort in the
encouragmnent and protectHon of forelgn invertmroenta, by way
of lssuing favourable Jawe and stateémcnty, entering into bilnternl
and multilateral lnvesiment treatles, etc, yet they remaned
lgnored by the investors because of rome myth about theis
anfavoureble Investment climate or due to lgnorance of, or
actual lack of, good investment opportunities In tholr territordes.
Myth and lgnoiance can certainly be remedicd by internatlonal
omntre or econtres for Investment Informatlon which may be gpon-
eored by an assoclation of Investors or, more appropriatcely, by the
interestod developing ecountries themrclves. The actunl lnek of
investment opportunities is o different matter, however. Short
of a non-exiwting philanthropte hvewor, the flow of foreign
capital to areas lacking attractive investment opportumtes can
only be expeosted under generous Inwnonee of eommercial riakm
or outright sobsidies. Although such mensures might be cited

— B —
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os examples of what ald aguncics In the rich conntrles oan do
for thelr nationals investing In lews doveloped countries, the mix-
ture of International charity and transnational private business
does not seem however to provide o happy sohrtion for this
problem,

10 — It ia also truo — althongh it ly not commonly obzerved
— that different developing countrics have dificzent investment
problems and therefore may have gord reacons to adopt different
poliles for the ireatmwent of forelgn Investmonts. If dealing
with forulgn invesiments as if they constituted a one whol: wus
an erronecus gencrulzation, elements of crror aro equally dis-
cernad tn the amumipllon that all developing countries should
be expectod to react in the mame wey to the prohlems of forolgn
Investments or to the Intern<tHoral Tespon:ca devised for taakling
thess problems.

A Legnl Precondition for Universal Regulotion ?

11 — Finally, it may be noticed that economista and bushers-
men have been speaking of the multinational firm as one cutity
with wuch on eese that cannot perhaps be ghared by the lawycr.
For although the term has been ured to mean different thingr,
the mo-callod multinational firm iz in the typical case an inte-
prated sysiem of corpormtlons under the global control of &
parent company, and 1s not, legally sp+aking, one singls oorpara-
tion. However, the formuolation of legal standards and rules
to direct multinational enterprisea towards a more desirable and
effective International economic order sssumes the posalbility of
dealing with cach one of these integrated systems as one legal
entity. 8ince that cannot be achlaved through any domestic
legrl system without stretehing its scope to such extraterritorial
Hmits as may not be reedlly acceptable to other host ¢ountries,
there may be room to Inftiate thinking of a novel concept of
international or transnatlonal corporate personslity for the inte-
grntedmtunofthegrcrupofdmmﬂomrponﬁumwhkh
makes a multinational enterprise. Such a legal person would
be a direct gubject of the emvisaged International law rules,
while each of its domestic corporute compopents remains subject
of the domestlc legul syatem concerned which would be Ihmited
in this respect by the highar international law standards. This,

% ®



170 L'EGYPTE CONTCMPORAINE

of course, im a vislon for the future (perhaps the faravay
future) which assurmes agreemcnt on the legol eriteria fur the
defin on of the multinational enterprise along with :eme form
of intcrpational recognition for there eaturprisen. A= evcd, it
muy appeal to business areles for the legally recopized intoina-
Honel rtatus which it confers on the multinntional emterprise
s gn integrated transnational system. It may alvo appenl to
States in=afar s H provides the legal basis for dircctly subjee-
Ing the muttinational enterprisv to international rolea. It is oot
realivtie howcver to expect a quiek ncceptance of this concept
by ethcr mde at present. I nm prescmting it, at nny rate, as
an dementary thought which may prove under woser ecrutiny
to ralse more problems that it can help solving. Hmoower, it
muy descrve that cdoser scrutiny to exumine ity potentalities
2% a useful legal basis for further Intcrnational reg-Omsos to
Investment problema.



HAIN OBSTACLES TO A FASTER AGRICULTURAL
ECONOMIC DEVELOPAIENT IN THE ARE

Dr. MAHMOUD E L MANBOUK
Risardh teshnlalon it the Aprcaltural Ecdnomics
Resmarch Ingtitnts, Mimistry of Agricvlitnre, Qaire

Intrudncﬂonzsj:nuglﬁm,bmicc.hangw havy taken place
tnthqeooncmic,sociﬂ,andpoﬂtiaﬂ:tmcmnaquptml
result of the mobilizatian of the country’s human and materisl
remumustoninemmmhmdmum.ndardaofthcpopula-
tion. Ithn.ube:anrowgniauithattnordu:tonlutholtmdard
ofhvtngﬂfthapcop}a,plnnntugmustbethemetho&foruchie-
ving the target.

Cumt@lwltmﬂpnﬂciutnEgyptm&ntmngmtmﬂ
three bagic approaches : exténatve, intermiive, and dstrlbutive,
In their turn, these approaches cénter l.rmtndtwomﬂ.ngullﬂ,
namely ; maximiring the national agricultural necome and optimirl-
Ing the income distribution.

Dminglm-Mdu.otobotthcxiendnandtntmdmﬂ.gﬂml-
tural measures, agricultural production has ingremsed much more
rapidly than in the years precoding 1852. In the rsce between
thagrcwthofmp'uhﬂananduﬁﬂu}tumlpmducﬂan,thchttnr
was drewing constderahly ehead. From 1852 to 1966 total
papu.latioanynbaut 41t% while the valne of agriculturnl
production, measured in current prices, increassd by 880t
Itmn.‘&rdﬂo,thatthmnhﬁ:h&enadgntﬂmtimprove—
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increwncd by only 24/%'-) which Is much less than tho inco ™
in population. Even when measured in real terms, the merea
of ogricultural production \s copspicucus. However, the rat:
of pomulaton growth omtatripped the eorresponding rate of agri-
cultnral production. The rosulting rise of M4T In prodreticn
wi., therefore, hardly gufficient to allevinte thr mourtng
procsure of population and wos in any case not to lod.

W1ththiulnm1nd,thomn.tnobjrcﬁﬂofthﬂpaperbto
idcntifty end explore the most lmportant factord that have o
bearing on agricaltural development of the Egyrtinn economy,
that id to trmce out the major cconomle, soclal, and political
parrlers which stnnd agalnst the nohirvement af a relativly
higher rate of agricultoral gdvuneament.

pecumulation : In fact ronny facturs impede deve-
lopm:nt of the Egyptiz 1 ccomomy and lvad to ita failure
Foremost among them is tho 1apld growth of pepulticn which
pewt < tntes the utiimtun of a large part of tho capital for besls
pu . wes which aro non-j tnductive, such a8 gocal services and
howsing and abo calls fur conoentration on th. production of
food At the same tire, the nereased demend of e growing
population for congumpton goods makes it ditficult to achieve
e given level of saving and capital accumulation.

Feonomls progresa ia largely dependent upon the rate of
~ formutlon of new ocapital. In the gdvaneed coootrics the
rate of capltal formation averages about 104t of the national
tn-..pe, and surpascey this rate In msome of these countrles.
On the other hand, In most of the dcmhpingcﬁuntrlathc
rate of oapital formation docs not axced B5t of the natlonal
ineuree. Thiuntohard}ysmtﬂtcaformeeﬁn;thcmcrﬂasein
population, end only e small portion {s left for ialing the star-
dard of living of the people. Further, the prohlemn of capital for-
matien in accentuated in the ecomomically backvarded eorntrica
bythefactthz.tthemrpplycfmpltnllumstrictodbythehmimd
capucity and propensity of the peopls to mave. Tho per copita
dizpo-able income {8 too low to allow for an 1ppreciable rate
of individual =aving. Atﬂlemmoﬁmcthhlowparcnpitn
\2) Presldrey of tho Repatrhe, Ountral Agwney for Fublio Mct! zation
& ftatigucs, Estimates of Nattomal Ineome from Agricoiture, 19635
Hof Mo (1-111 : Cairo, 1063, p- 1.
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income 1s occcusioned by the low level of productivity which in
tmn, Is & reyult of the deficlency in capital resulting from
the rducod eaving. On the demand wnide, tho inoentive for
{ovestment s poor on account of the low purchasing power of
individuals s & result of thelr low real incomea®

According to 1965 flgures op land tenure in Egypt, the
oourtry has tho total cultivated area of only 8.4 millon feddana
and 8.2 million holdingy making an averago of 2 feddans(® farm
gize for a family, of theas over 9045 have lexs than 5§ feddans.
Besldes there s a large sectlon of the egricultural population
which own po land ; Le, landless labourers. Thus it signifies
egyptan agriculture to be of subsistence nature carrled on in
unsconomie holding. The average farmer 13 able to save Htils
and henee the capltal formation in this sector in very low. Ths
problem becomes still worse when the coltivator runs imto debt
In time of bad erops ar when for purpozes of consumption and
carrying on his normel occupation his expenditure unexpectadly
expands. In view of thess facts, the economie conditons of
thofarmmaralopourth.utthepouihiﬂtyafmﬂngnn
Increased investment for agriculinrul development from farm
income fg gcarcey ar hardly practicable.

Bcale of farming : As mentlored earfler Egyptian agriculturs
is charucterixed by tho predomirance of under-sized farma. Most
of all Egyptian farme, which amount to 1.641 mililon eeeording
1o 1861 Agricultural Censug, were cluszified as small alss farma,
thet ia, farms of les than 3 feddans esch. There wers about
1107 milHons of these farms with a total aren of about 17.8¢%
af all the cultivated area which amounted to sbout 6 million
feddsns (Tuble 1). Holders of such gmall farms are beleved
to supply moat of ite farm labour requirements in such s way
thntthuyrmﬂycomﬁtutaalugnnegmmtufthelcﬁwly
umployedugrl:cultmﬂpopmathntnEgypt The second category
oftnrmi.mmalyﬁarml_withmbetwmamdlﬂf&dthm,
ware about 445 thousand farms with a totel ares of sbomt 21
million feddans. However, farme with guch a size cannot effec-

(l)M&m,MdWIUFMhMW

Oxrtrlu,OIfu'drHl.dllllchrﬂl,lm,p.l.
(*) 1 Fedidan = 4200 s mctery = 049 bectarss
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tively utilize much of the modern technologios], etumamical, end
gociological agricultural inputs. The peohlems ari-ing from .he
predominanos of rmall-scals farming are made m<re acuto by
the execsalve frogmontation of thc umts operated ; these ure
aften broken up into ecveral plots, sculiered In dffcrent amay of
the mamo village or cven among diffcrent villoges ; lossts in
production due to fragmentation have been estmated at 3%
of grows producden.'  All thewe informationa suggest that ke
rize of holdlngs 1 Egypt 13 a drawback regarding it: irabiily
to use machines, arrange crop rotaticn, or {o use the other
rgro' echniques anil modarn medls cf producticn. Naturally
thiy situation nffecta the eountry’s egricultoral jroduvhon by
reducing the level of outpuot gnd thus offecting the mutconal
ineome. Besmides, it seems that beeru:e of the ugruikn refarnia
this obgtaclo has ircreased during the last few yours.

Not only that, but whers the cmall-;oale farming 13 io ety
am a daminont characteristic of Egyptiin agriculture, it might
hoppan that egrieniture in this counby will mzsusre o self &uf-
ficient character., Solf sufficlency would stand &9 on obstacia
to the faster developmont of other mam eectore. Indusimial,
commerelnl, and forcign trade secters may saffer falure os
they rely heavily on cash crops, thc puodutton of vhich con-
trowts with the glate of self-mfficicney.'”

Agricultaral techniqoes : In ord~: tor the ¢tapamie welfure
in the low-income countries to be mereased rubstontially, un
inwrease in the output of goods apd kervices por capita in
1cquired If output la to be incren:cd, changesd in fmputs wall
Lo reguired. A Iarge share of the diffcrenccs in mcome levela
: mong countriey can be atiributed to the extent of Applying
new inputs. Thus, the modetn Inputs as related to ongricoliame
av( gpectally important. Economic prowih of the agrieuitural
pector of & poor country depecds predcminantly upon the availa-
hility and prios of modern (non traditional) egricultrral facwore.

(4} Baah, Gubrid A, The Fgyptan Agraran Reform 1032 - 1887, Oxfrrd
UniveTudty pris : Loodon, 1967, p. 10

{3) Omym El-Nhol ] ~Economio peiry Fnde and Apicultural Ecanoroic
Devolopmmt i the UARS, Ab~xtrart trom LEgypte Cont-mperaine,
LXdme Annie, No. $38: Cuiro, 1fsd, pp- BJ-H
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’Iﬁeun‘ppltcnofthmta.ctontnurqumho]dthekeyto
suoh growth ™

However, most of the technlques, agrotechnology, and
mthoduofprodmﬂmlppﬂedegypthnagﬂcmummmde
and simple. Equipments mostly used on amall farms are rather
primitive and obmolete. These equipments rely heavily on the
utllimtion of both homan gnd enimal efforts rather then on the
power of modern machinas and tooln. The hand-plough that is
medhudlymtnheuthemﬂwhﬂehlrvuﬂrgandthruhing
are mainly dons by hand. It is estimated that about 10¢% of
thecroplnlo:tthmghhj.ndnnﬂmim;lhmﬂnqmdthruh-
Ing. Tot.hisitmuatahobeaddudmdthertnpart:.ntfut
rehﬂngtothshrmer’lmoreurhlmmpietaignomdthﬁ
baglo prinelples concerntng agricultural operatiors such as
fcrﬂlinﬂan,loﬂcanmﬂon,plmtpwtwtbn,wmdmtmluﬂ
other mimflar operatiops.™ The efficlency of EgypHan agri-
cnlture,therdare,hnorml]lyimpﬂredbytheugofthmold
techniques in eultivation.

But,tudncﬁin;onthauppﬂc:ﬂonofhrgnmodmmchlm
toEwpthnhmnunemightfmellitmtionoﬂcrtngchm
beteresn unwelcome alisrnatives. Machinery equipments are
widﬁlyrmgnhadummhmoreuﬂ?.dmtinpﬂfommaot
ﬂgﬂcultunloparatlom,compamdtohmnorn.nlmﬂwark.
Howm,Ekypthmﬂarin;fmmphhhour,moﬁdwhioh
is In the stats of unemployment. Ths level of dagulsed uwnemploy-
mmtlnn.gﬁoutturoinveryhigh.iwordingtoNurhem.ﬂn
dilg'uhaiummpbymmttnEgypﬂmlgﬂmltmhuttmatad;t
40 to B0%. Whereas according to Hi-Zalald®, it is esHmaeted at
2m.[[tkmn,orlbout30'%0fthotomfumhbourformtn1%7(b“.

Prm:chYott.lN-l.p.lﬁ.
(T} Op. Ct, B4
(8) Op. Oit, p. 34
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TABLE 1. “iain obrtack (o & fa<ter agncultural duvdopusnt b the ARE 1 Frapmimtntion
ﬂ—&;ﬁ%&}_xiﬂﬁaqga {mwmbers o oreas < re In (housand moits).

Total Totd Nunber of poldirg's consisling of
norber toniber — - - - - - - - - C——
Size clasy of of 1 plot 2 plots A ploty 4 plots
holdingr, plotw - - - - - — -
Ne. Arca ™o Arca No. Arco No. Arca
TLevs than 1 foddan 435 &5 283 19 lwoe 62 W0 o~ 14 10
From 1 fa ko than 2fed ~ 486 #7124 s 1710 11 o 104 ss Bl
) o . . A . W s34 N7 MO L5 kU 19 6 157
Ty LT 4T, s e 25 ¥ w0 135 510 165 55 18T
— =T, TS5 . 10 3 15 63 oo T 85 xS joo 4 175
s . T, 1M e 25 183 o " Tv1 s2.0 I & 580
SR R~ ST ¥ SRR Y2 S 93 90 %  B5 12 3 0
M, . o N, 23 145 3 9s 30 iy 30 87 14 A
T . S0tokwthun'00 fed 6 4 1 & 10 2 07 45 4 251
100 feddans and maie % 1 1m~ 935 1o 04 g7 2 24T
— Taami T lets 4395 M2 1133 4225 1es 3121 11200 %S 2504
" of Twldings withn cuch plot 100 — 13 - 26 19 R

Fuuree 1 compnted froma
AR Ik Hourth Agricurnrul Cemeus, 1081, OoopTubnt 1dntinr Edubdsbn not o Cdro, 1081, p o el



OYMANSOLR — Agrtunttura] Eeeoemle Dvelspment in AREL 183

Thur, If labour-using or eajital-saving technlquea are adopted
more people can be put on the job than if the snme wark was doze
by employing the use of capitnl-intensive tcchniques, Thus, the
advantage of the more labour-intencive techniques iw chat for &
given amount of capltel inve<tment they ereate a larger volumse
of employment. Sinee mrst of the wage income ii upent cn
conyumption, therd i ther:fore a higher leve! of prescnt con-
tumption. Smoe 8 larger volume of employment meang that the
avallable meome i3 spread over @ lorger number of people, there
18 alw a higher degrew of cconomie eqnality.

«The densely populated countrics In process of develop-
mont do not necd tools ind machines of tho same degres of
capital ntensity ms thos> u«ed in the advanced oconomics where
labour ts 1ciattvely ecarce. . Ideally, capital imported into
undeveloped countries should be apecially designed for the factor
proportion provalling in thesp oountries.,‘Q

Aqn important factor linking the stondard of farm mechani-
ration to that of the guneral economic development ls farm
labour supply and the closely related questlon of farm WREEN,
Historically, advances tn farm mechanization heve been mede
vwhere & strong demand for labour in other non-agricuitural
indnsirics has withdrawn workers from the lond and forced
wage rates up. Whero thla demand has not arlsen, as ia the
Case in Egypt, a high proportion of the pupulation is generally
composcd of snbsisterce farmera or landleag farm labourcra,
standards of ekdll and wuges of farm labonr remsin low, and
there (3 no cconomic incentlvo for mntr ducing labour-saving
mechinery. All these points of view may cxplain the compara-

195 proc e, be find, et th: valns of avercze producton pe 1abourer
Increased from LI ST i1 1837 to LE 14 in 1037 Caon w guuntly,
the va™1* of morginal prodit (ot comtunt presm) ham ncrensd
froam 27 to 33, far froo. tuliny down to 7o Fort!wor, the wuthor
Rocs to ruggeet thot the seroupton of oo anmpoyment
Ezypton agriculture hn, to bo treuted with cinton, und cven with
o ot of doubty. M M. K1 -Imam, Socw Bommrks oa Thn Laboor-Foree
In The Egypthin Beglon, Memo. No. @, Tt Insttute of Natirnal
Ploning . Calro, 1061, pp. - 11

(11) Nurk,., Hagnar, op. cli )-NK 1.8
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ovely wmmall extent to which treetors und other rodlorm large
machincs are introduced into Egyptiun ugriculture.

The main argument i defenc. of Inbourdntecn-ity o4 the
basiy of investment criterion deals with the assumption that
Fuch & chaice would provide employment, disgui=rd or othcr-
wﬁ&tothcmpluahmmtheﬂgypﬁﬂnngﬂcuhmalaofmr
Howevtr,thecﬁticsufthiummmpﬁonmp{ytbatiiuuchn
policy la adopted, the colotlon far unemployment woold be
temporury, and in the long-run the problem of uncmployment
would continuse to prevail.

«  in decding on the utilization of capital-im naive
versus labour-intenstve techniques, the planning autharity
hgve to bear in mind that the nbundance end choopner?
of currcatly available Iabour may well be coly o trmpo-
rarily prevalling condithon preending the realization of
any given wiretch of the devclopment programmy v

Besiden, the advantage of the more capital-ntensive mrthods
ig, that for a given amount of capital invegtment, they yield s
higher net onput or purplus ebove the wago bill, this Farplus
ean be meds availuble for further mvestment. 5o atthough
they yvield a lower volume of presant vmployment and corsump-
twn, thcy promise & higher rate of econamic gowth in the
futore, ond thercfors e higher potcntinl livel of employmert
and consumption in the future. There 17, however, o groata
degree of uncqual distritation aof Inccme.

The Egyptian agricuiture has fle trak «f contributing a
large amount of capital necsssay to the advoncemcent i the
whola «conomy. Capltal accumulation is pausible when 11 rate
cf agricultural production is gpprvdably higher than the rate
ot which products are being conswned in the cconomy. Sac.
the rate of populstion growth is one of the formidable }roblems
in Egypt, it would be through the prowth of capital-- fRiig
techniques that the rate of egricultural production can cxcecd
the rate of consumption at & reasrrably greater margn

+The mors we value raising the present kv.l of con~ump-
tion and e¢mployment agein-t future gros.th, the more

(12, Parin, Poul A, Politlenl KEconomy cf Qrewth, Monihly Revl 57 phe o
Now Yorkw, 1997, pp 28T - 288
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we phould favour lebonr-intensive techniques . On tha
longer ‘planning horizon’, the more we valne the future
rate of growth ovor the presant level of consumption and
employment, tho more we whoold fevoor capital-intenslve
methoda which are capable of ylelding & lurger surplus
of output over wuge costa for a given capital outlay
and 80 make posdible a higher rate of reinvestment for
the future.s®

Forelgn trade : Both exports and imports are emphasired
a8 beng eszentlal for economic growth Exports are sHll
Important since they provide the necessary forelgn exchangn
to pay for imports. Imports are neceusary and sometimes vital
to the growth process. The availability of imported goods and
equipments necessary for industrial development in Egypt, L
not only a determinant af the rate of economie growth, but It
is alzo one of the prinelpal ilimiting factorn. The ability of
the country to obtaln necessary imports to finance its develop-
ment projects depends on forelgn exchange earnings of exports.

TheEgypﬂmemnomyiuhjghlydaptndmtonagrmﬂhml
exports 4p means for obtaining foreign exchange to fnance its
indisirial development plans. In 1967, the value of agricul-
tural exports amomnted to L.E. 213 millon, or about 837% of
the total value of Egyptan exportn. The basle crop® doming-
ting the Egyptian agricuttural cxports arc raw cotton, res and
onicns.  These three hawrics alone accountsd for nbout 68<: of
the total foreign recelpts wecured by exportation, or nearly 774t
ofthetotﬂvﬂueofagﬁcultummtnlw.

Withthinhighdegreeofdepm:dennaonnfewm}ora-
port orops, the Egyptlan economy ls very vilnerabls to the
fluctuations in the worid market pricta of these exporta. A
United Natlons report has estimated that, maldng allownance
for trend, the year-to-year fluctugtions in the export recelpta
af the underdeveloped countries during 1648-58 have averaged
between 967 and 129%.1 Not only that, but also the demand

(13) Mymt H The Reoothdes of thwe Develping  Countrien, Fred-nck
A Prasger, puhlishrra N & York. 1045, p. 1i2

(14, Tnorted NitHemw, Ioterrabioral Conpevations for PFloetoatoms m
Canmmodity Treds: Niw Yord, 1061, pp. 3-3.
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for exports of tho primary products of the developing coun-
tries has shown a much slower 1ate of growth as compared
with that for manufucturcs. Thiy can be scen from the fact
that the phare of primary products i world trade &-clincd
from 542 in 1853 to 41% in 1065. Since the participation of
developing coumtiles world exports v quite Hmited (4.8%
tn 1065-68), this trend has not bun to their advantoge.U™

In the ghort-run, this i3 cloarly one af the serlons prohletns
focing Egypt as well ay other developing countrici It mot only
introduces o =erious instability into the consumpticn and loving
Fnndardy, but also creates formidable difficutties far mainiao-
ing & #teady flow of fnyewtment for |- ng-run economic d-velop-
Lyent.

On the other hand, Egyptlan agricoltural mmports, *Lodally
food hill, sccount for o algnifieant porlion of total foreign
Habilitles. In 1987, the value of man food prodnets imported
into the Fgyptan economy constituted ebout 28t of the value
of total Egypian imparta. Thus, though Egypt w1 n predo-
minantly pgricultural conntry, it is mot self suffiiwnt in food
It has bem importing food =xncr the carly f#fH-2 and mueny
¢f ity hord cainrd foreign cxchang bad been drained 2wy
over the years. Such a sitwation might lead to inereasinX the
dangor of masgtve foruign indebtedness, nnd in turn rctarding
cconorle advancement of the country.

CONCLUNION

The FAO Indox numbers of Egyptan total ond per camte
food production and total and per capita agricultural prouuc-
ton irdloate that the lovel of both focd and agricultural proanc-
Hion in 1968 were respectvely 5277 and 4874 greater thuon then
counterparts in the peried 105258, Howover, the per cuplfa
«f both food and agricoftural production hos rhown a <Dight
chang® amounting to 137¢ and g7 recpctvely.?”  These dota

{15) MiHom1l Hank of EJLypt, Econombe Baull-tin, ¥l XXI - No 1 1998
The Arb Writur, piabirher: cid [7bifery Caim, 197, pp. 2.2%
114, FAOQ, Production Yearbook, 1907, val 31 1 Bomig, Iy, 18os, [

T-20.

— 78 —



M. HANBOTE — Agrimnltorl] Koonomie Development In ARE, 187

reveal that some progress ia belng made, and there has been
eome increams In ths natlonal agriculural output in E=ypt.
However, such an lncrease In output & belng easity matched
by a dse In population, so that on per caplta bags thare han
not besn much Improvement in the conmmmption lewel,

Ralging tha recent low Hgyptlan per capita agricultural
productlon to echieve the maximimtion gosl of the epconormc
policy neceasitates elimination of the obstaclea that may he
responsible for retarding the realisation of a higher rate of
agricultural advancoment. Among such obstacles are the ex-
tremely restricted capltal supply along with the poor incuntive
for iovestment, the predominancs of under-ilzed farma, the
rather old fashioned and ohsalate techniques used an most of all
Egyptian farma, the high degreo of dependencs on a few major
export qrops, the great whortage of akdled labourers and
techniglane, and the strong edheremce of Egyptian farmers to
thelr traditional social and cultural velues and etHtudes. This
Ejt.ofmmdomnotincludamﬁhingu.kelﬂtheobnclu
to agricuttural development of Hgypt It merely suggesis somes
afthatpechiprobhm:whichthecountryfmlntulttmpu
to achleve rapld growth
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THE ROLE OF AGRICULTUERAL SETTLEMENTS
IN IBBEAELI PROPAGANDA

MOHAMMIED ALY ELEWAINY

MW B (Polithesl Beiunoe)
PH. D Condidhto
MMMMWMMWWW

INTEQDUCTION
IHRAEII ACHIFYEXENTS AXD PROPAGANDA

Pmpugmd.mnybedaﬂ:nadutbeutoflndud.ngothm
to behave in a way tn which they would not behave in {ts

absence. Propagandists adopt scvernl techniques for galning the
attention of thelr andience.®

Politice]! ecientista conmider propaganda as an Iimportant
upuctcﬁthauxqofpowartnpoﬂtlm. Thus, some countriea

lltunpttoreﬂectmlma.gawhjc.hiann_mxgmﬂouoftbdr
actual achievements.

(1) MuMH:MMMMt&ryMy%
Putbeationy, New Delhi, 109, Pp. 1XN - 148,
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who usurpod the mdig.nous Palestinion people of their rightr
It is of great importanoc: to take Into con-lderaton the inputa
apd outputs of the Ismucll coonomy. This will vnabl: uc to
degiroy the myth of the «miracle m the descrts.

There 15 8 lack of Israed cconomie iadepsrdenmc: beti -2
H i3 1n nced of forcign 1id for finoncmg its import surplms, Tke
Balsnce of current payme.tv of Istael hag consistently boon 11009
urd more in defiett. Unpllaternl transfers woue and +Hll are the
mam component of capital imports ruch as the re<Htution and
repuration agreements wlth Weat Ceimany which, througaout
the yearm, have constituted the larg. st shore of fo el aid to
Twrael. Another important item is the Institutonal tran-fus
which have proved to be the most constant nnd movt rebahla
som<: of forelgn aid. Thedo institutions are the Jewizh Agney,
tho Jewlsh Nationsl fund and the Eercn Hayesod.©

Tt is thercfare valld to conclude that Israel Las boen depen-
ding beslcally upon Zionlst inshtutions throughout the world, the
United States and West Germany in floanelng the sectors of
its ocomomy. The inputs of the Jaraeli cconomy are a product of
ruom&ﬂdertvedfmmothurmuntrh:ﬂanditmcﬁtﬂmltm
ﬁndunathu-ucuntryinthemlddep:ndingulmnldce_-u;un
forelgn ald for ltr ecopomle development. Imnacl explolt: its
cooncmic sahlevementa in Its propogunda withoot iaking into
copsldaration the reality of these achicvemcnts and thelr dcpan-
dence vpon foreign ercigtance.

{1 Tlcwuiny, Mohamed : Irreell Fordgn Polley n Afries, Fogulty ot E-
cenomies wnd Poddeal Bdapce, Culre Univaalty, July 1771, Tuor+
Fishod Mastera thers (in Arablc).
f.ibncr, Alcx: The Beonrmy of Iroel, London. 1963, pr 1T -1

— 80 —



M.A ELEWAINY —— Agricultare] Settiements In Isrmel Propagands 181

CHAPTER I
TYPES OF ISREANNT ANTTLINENTS

There are three types of agricultural cooperntives in Israel,
the kibbuta (collective), the Moshev ahitufi, (collestive village),
and the Moshav (cooperatve village). The following table
1Nustrates the differsnces hetween themn.™

Koshny
of Eibbuix koshgv
Types of Activity hitfl
Warking of land .., etc. eolicotive oollectire fomity
Turekase of hooqsbhodd mainly .tnd:lrtdm.l 1ndtivitnal
cnd personal sopplies collsctive
Porohoes of agricultural oeqlloctvo collocttre cooperntive
Morkcting of produca oolloctivo coltectivo ooopcretive
Houxing adutts, fomily famity
Idtvidal
childran
oolleativo
Oare of children oollectivo famity fomily

Thuetypmdutﬂemmtuhnvubm&stahﬂahedb&duﬂy
during the emergence of Isrnel. As a reeult of the selzure of
Pnlwﬂmbyfordgnnatﬂmmﬂthomuluimofthemdjgmm

QJMM:MIMMIMETMCWP-
mim, Procger, 1084, p. 26
Klxraiay, : op, at., pp. 331-332,
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inhabitonts, ! the invaders found it suitable to axy bort the lond
of Palestine acoording to thc mbove mentdaned farming com-
munities for the following reasons :

__ The cunfiscation of Palestinian land after the expulaon of
th2 indigencus population by foree.

—  Tko fact that seme Palestinlans were compelled to acll their
lands due to the mse of dlrect force by the Ieraclis

—  Zionlst leaders found it Important {o assign groups of :ct-
tham to work in agriculture and consolidato Laraels eaxts-
tencs there because the gottlers historieally prefered work
in fingnce and commerce . ard they hod not resorted to
the fiedd of agriculture

—  The collectve scttloments ensbled the settlers to coratituts
a social community in order to take into consderation thelr
integration because they had come from all over the wor'l
ard had no «ocial ties except Zionlsm which waa condemn-d
by a mector of the Jewish Community itwt. Thty wero
ond etlll are different in race, origln, clvliznton and .-
guage aithough the Hebrew languuge hay beron to prevail
throughout the coun‘ry.

We can concinde therefore that these types of vettlement:
muiited the nesda of asttlers who invaded a territary by firee
and subsequently expelled the Indigenous population. Tnc.2
factors plced the eettlers in a oonstant stote of danger becau
they usurped the Palestinians of their righta.

(4) TV wainy, Mobarnmed, Recla] Idcology in brecl ard Somthern Afrca,
Informton Doeprrtmont. Arab Leagne CGalra, 16T
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OHAPTER IT

A DISCUBEION OF IMRAFIA ELTTLEMENTS
AND THEIR FUNCTION IN SHONIST PROPAGANDA

Israel is mocking to gain Influencs in Afrios and Asls It
hap sought to befriend African and Aslan states by purmung
8 polley in keeping with African and Asian aspirations for
economic development and modernization.® Tt doms not ap-
pear that the kibbutx or Moshav shitufl are capable of wides-
pread emulation.

The Kibbutx can succeed only under Jewiah Ideallsm gtated
an African Newspaper.® A prominent economist said that
most ohsarvers seem to egree that the suocess of thess collect-
ves has depended eo far upon the speclal emodens assoclated
with immigrant Jewish agriculture In Isrel and npon the part
played by collective organizations In the military defence of
Isolated sottlements. Sooper or Iater, the special strains and
emotions involved in creating o Jewish National home will wear
crtfandlfth.oco]lecthathmnututhdrpﬁmtthammlm-
iﬂm,mdluccaedacummhﬂy,thuywﬂlbedcﬂ.ngmmtnry
to all previons human experience.™

Recent immigrants to Israel from Amia and afries were
notnbletotmqrtthemﬂecﬂnw:yocfﬂ.tamdmyf&wof
the solilements have been established sinos 1948,

Intheo;tniauaan.A,O.wwonﬁltthogTeatditﬂculﬂu
indcvelo];lnghrgnmhprod'ucﬂonmm&cmgthoﬂnuof
thamllmﬁmfumuemtheﬂddof&rmarinmnﬂm‘?m
o3 will inevitably develop an sttitude toward the land, the
mpnundthaﬁvutock,ty;ﬂalofnhjraiwurkcrwhohuonly

(8) Roloh, Barnard mm;mammmmmmb.
]ﬂ.ﬂuEa.ﬂ:Inﬁttrtu.Wﬂld:u‘tm,Wmtu.lﬂﬂ,p.lt

{8 TangunyBoa Bandard, Joms 33, 1941,

(numm;mmnydmemrmomummm
Unwin L{d, Londmn, 1945 p. 65
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a rather remote pereanal interest in the ulbimate outcome of the
produstion procezs eand the overall efficlency of the caterpr .«
He reeccives his income in the form of wages and in some €14~
of dlvidends on stock shares he owns in the land which he can-
not identify with hls own individual effarts ard care. ™

A woll orgenired and adequate sized fomlly furm entergres
ix technloally and economically more efficient in the ww uf pro-
ductive resources than even well managed large scale crtuvpri-
ses mainlty deponding upon hired workers VT

On the othcr hand the same obscrver believes that the I.-
racli Mouhgv (like the Gexira scheme in the Sudan) is copuble
of wide application in Afriea. The Mochav combines individanid
¢./oership end manogement, provides wafegunrds against irag-
mamtation of land

Most Afro-Asian trainees and viators to Intasl shauv tho
vicy that the Moshav can be adopted to thefr countries coadi-
Hons

The following stetement by en Kthioplan studemt ii quite
typierl. The Moshav with ita indimdunb-fre nature swits he
temperament of porsonality af the Ethioplan farmer wviree be
can nchiuve the objectives of largo rcals productwn and servi-
ces and mutual aid without risking his privaey . '

This leads to the conclusion that Isracl hna mo mod L to
baappﬂedmAﬁicaandMLmnrdjmtothﬂltudimofprm
nent characters ruch s Arthur Lowls apd Mordechal Eranin,
except the Morhav which s widespread in the Arab World cwh
ag Sudan and Egypt.1d

For example, the Gezira Scheme like the Mo-hav cor-tbhuie
forras owned by familles and produrs cotton under laie: 1enle
farming conditions and under central managemcnt and sup.r-

(8} Kremin ;. Loe Cit, p. 38

(9) Lec. dt p 3¢

{10) Loc. Ch

(11} El-amoy Mebtarredd : op, et 7. 234
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vidon. They produce maizs, vegetables and animal products. In-
dividual holdings range between thirty and forty acres of which
about ane third # planted with cotton (I Also thers k& the Hbe-
ratlon Provinee end tho New Valley in Egypt.

It is therefore valid to conalude that Isrmell models of pettls-
ments are not euitable to Africa end Asla exoept the Moshav
which ts also found in the Arab Workd.

CONCLUNION

THH BOLR OI' ARAB INFOEMATION IN
CONFRONTING IARALLI PROPAGANDA

World public opinion is in need to know the reality of
Israell sottlements and how Zionist propagands fabricetes the
facts and decelves the world by clalming that Israell settlements
such as the kibbutz represent the best type of community for
developing nativns; especialty those in Africa and Acla, to be
applisd in thelr own oountriem.

The wbove mentioned facts enable us to determine that Is-
raed has no unlque models to be applled tn Africa and Asls.

We are In o world characterized by a huge rols of mass
medla and revolutlon in eommunications. Thig maekes the infor-
metion complicated {n addtthon to the nature of the contem-
porary Intermational wystemn where the idsologicsl conflict and
the natonal interests play no mmall rol in world events, The
nature of political systama compHcates the case of Information
where the power, political parties, pressure groups and lobhles
Influence declslon making. This allows us to know the difficulties
which confront Arab Information In ordar to take Into consi-
deration the parmomnel and fingncial potentialities because of
the Zionist Influence In the World

Here, the rale of Arab Information is to reveal the facts
about Israsl mettlements and how thess models are the resalt

qumdie::peﬂuncebueduponum‘;nﬂonnndapamim.

(1) Ercinin : op. cit p A
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LIS DROITS SOUVERAINS SUR LE PLATEAT
OONANFNTAL EN VUE DE L'EXPLORATION ET DR
L'EXPLOITATION
(ArthIBZdoh(hmﬂondplBﬁBsurhphtmu eotinentnl)

MIOHEY. HOTT.OURIS

Dm&wmmdtmwmﬂmﬂ,m&hrmﬂdamt
anui;Ihpl&nlduﬁdmuPoﬂtLquud'Athh-s

Lo plateay oontlnental est devenu wne Inwtitotion du droit
des gens, par la Conventlon de 1958,

HaincuttnComtl:one:thllutﬁnmapmrrrhmdntnul
lu:lpmhlﬂmuquitepoaentpar-mnnpphuﬂom Ells se prisenta

formule dang ses études lo «Naval War Colleges. ¢la conven-
tionlaprbentaeommfhmlntculmmamd‘uneﬂortdamm-
promis entre las diverses prétentions tatiques, leaquelles ont
différentes orlgines géographiques, des conditions technalogiques
et des pergpectives légitimes différonteys,

Les termes utilisés dans cette convention «axploration et
exploitations msont trag vagues, et ils poacnt maints prohldmes en
mlmndehftcﬂjtémmlmhommeupnhtique- et mihtatres® ds
donner une Interprétation, offrant pour eux la faculté d'obtenir

(1) CHM. Plnonall — "Thy low

af :
UB MNaval! Wear Cullego - Intermaboral nw studies - 16M09-10¢0
b 10
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des buts contralres & FPexploitation poaifique du Lt du plateau
continental conformément oux principes ginéraux énancés par
1o conventlon sur le platesu contimental

Mats 1'un des problémes les plus ETVves, cst cehui qul ee pose
par I'sppliontion de larticle 2 de 1a convention sar le platcin cob-
tnental en raiscn de ko confuslon entre les edruits acuveralnss
{article 2)®) de Ln souvernincté,

Pour crtajns Eiatr, «droit gcUY Twin-, D'eat pag 13 kouvEs
raincté; pour certains autresd o3 drotts eomt idootiques a ba
souverainsté tcrritorisle, et ils epreancmt des mMes Led Raislntdves
pour l'¢tendre parfols juequ'd demx cemts millea sur les parties
de la morid”,

D'ailleurs, los meblles substantiels des prétomtons latino-
américaines sont d'ardro éoonomigue, ltgitimés par des podton-
tions géologlques.

Nous tentons done d'annlyzer duns part, 1o pronlime qutt pak?
l'exercics des drofts souverains sur le platcau ¢ontinente. vox
fing de l'exploration et de I'exploitntion, et d'amtre part, 1a cature
des drotts souveraina.

Premidre Partds

LF PROPLEWE QUE FOMAE L'EXERCICE DE3 DROITS SOTVEDALNS
STUEHE LE PLATRAU CONTINEN TAL

a1 on lmiese do obté lcs intéréts des picherica ou des re-»~omr-
cea vivantes, 1s plateau centinental conticot surtout ded ressounced

(1) Coatirrnes do» NoHemr-Unles sor 1= drat 4 ¥ rr - Doements offl-
elnly Vol TI-1908 — L« oxte tmitial & lartwd 1 (& finlbos d1 phatiou
omtnentnl) do W ¢aovend.n we trorve dora 1 docl ot eitdus
du l'Arienhlte Hnodrale - - Eme. coi.om. mals o 11 4n S1pfLoncnt
No 9-p b 88

{3Y AB Borry — Thr eaatiptat 1 =t M. The proster wd poliey of th:

;tn amariean ftates with ~p<ld refonease to C.4 - [C.dor —
Perou - - Thiso od 1064

(3) Nons utlincrras Haormats Yutbedvatban PO 1 Lo dr pldem
eantinonial
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minfrule; et chimiques, dont 1a mise en veleur est faciltée woto-
ellement par les progrds techniques, surtont depnia que ls perfec-
tionnament dé Ia technique a permis 'oxploitation des gisements
péiroliféren 4 partir de l'ean.

A la Conférence de Gondve de 1858 relative au platesu
continental, les pattles contractantes ont essayé de symtéroatizar
lea principes réglzsant cstte nouvells irstitmtion,

Mals en raixon de I''mportance &conomigque du mocls continen-
tal d'une part, et des atteintes gue pouvent comporter mon ex-
plotation et son exploitation au régime juridiqus admis de la hauts
mer d’autre part, maints probidmes se sont posés, amxquels I'ard-
cle 2 de cette convention ne peut dunner leur juste soltion.

En outre, se pese la quogtion de mavoir qul e e droit d’exer-
car un contrile dea resspurces enfeimnées par ls mous-sol marin,
kachant que ¢ ne sont pas weuloment les riversins qul ont drolt
d'acots & la mer,

Nous gllons &udler deux points :

— Lea dfffleultés régultant de 1a mise en vigneur de laiti-
ole 2 de la conventon de 10658,

— La disarimination &tablle par la conwntlon entre lea
droits des Ftats rivaraine et les Tiors.

A — Difficaltés résultant de la mive en vigneor d2 I'article 2 de
Ia Convention

Piusieurs difficultés so prézantant & l'occaslon de la mine en
oeuvre de cet articls que nous allons étndler ol-apréa.

4) Prohldme résultant de Particle 2 1.

Tout d'abord, o’est le problime résultant de d'explordton et
de l'exploitations du plateau continental sux fins «autress que
Pexploltation de sas ressources naturelles. Les droits vis'; &
l'artiole 2 § 1 sont exclosifs en ce sens, que, wl I'Etat riverain
n'explolte pas Is P.C. cu n'smplole Pas se3 ressources naturclles,
nulnapuutenmprmdmdetdlaacﬂvitéu,nimvmdiquurdu
droftlmloP.C.m.mbmnjentementapr&adaPEtatrivmin,
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Les droits do 'Eiat riverain sur le P.C. rort {edér endaris
de l'ocoupation cffective ou fictive que de toute proclamatien
cxpruase.  Cet article lolsse supposer que I'Btat rlvcrain peut
<uzas de ron P.C. délimité cen vue dinetaller d'urs manicre
petmaneato dey installutions pour des buts défimsdfs : radard,
plate-formes, inctallations pons-mnripes de d{tuection, stations
hydrotiques, débarcadéres des missivos missiles (cven lauchmg
sites)'1"; on doit comprendre quels abua en renniteraient +i les
Ftnts donnaient une interprétation ficheuse du ot «txploitation>
du P.C. Unc exploitation du P.C. perait cn contradicticn flagrante
des principes enoncés 4 ke Convention de 1655,

La délégation de la Bulgarie™' A la Confés nee de Gemve
proposa que I'Etat riverain ne golt pas cn merure de constituer
wur le g0l de gon P.C. des insiallations d'origine militaire contre
Jd'amtres Eints. Cette ddlégatlon vimit 4 Introduire dan+ les
notes de Particle 5 § 2 que < 'Etat riverain ne scrart pas en m~mme
dﬁuurdolﬂnP.C.damlehutd:cconih'quedmbuwsoudmtnl-
taTlntions militairess. Mals cetto propoaltion a été rejetée, L'Inde
également, = falt uns propostion de paturc pareille, mais cetts
propogition n's pas été davantage retcnue,

b) Probidme résultant de Purtlcle 8 § 2 et 8.

Hoﬂtclﬂrern.ﬁntprécisémparmpheﬂdrl'nrﬂck 2 quz
I'Etat jouit de droits exclusifs, méme g'il n'explure pas ou n'ex-
ploito pas ls P. C.

Le paragraphe 3 de I'article 2 dispose que :

«Lcy draits de I'Etat rverain sur la P.C. sont ind{ pendants ds
'occupation effective ou fictive gurai bicn que de toute prociama-
ton expresse:. Cest 1 selon M. le Prafesseur  Rowmcicou «ume
innovation insolite en drott internatiomal, que Y'on a justifiéa par
le fait que l'exploitation des resscurces du piatcau continental est
soun Vétroite dépandance du littoral continentsl ¢t qu'dlo supposo
l'existenoe d'installations adéquates wur lo territoire de 1'Etat
riveralns ®

(1)U&Nnﬂlwlrcoﬂm--np.ut

(2) Nntlony-Unlesa - Doe, AsCeat 13 C 141 19%

{3} Natlogs-Unles — prumitre comflreuct wuf ke deolt &+ muer - Doc
Off. 1518 — Vol VI-&me. comn.im'en - - Doc A Ooof. 13 C+ LST

{i) Ch. Rouwiymnn — Progris techobgae ¢t droft mtormnatigoal - ooard
DEE 1963187 — p 168
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L’Et.utﬁvminétl.nttl.tulljrededmitumrmnP.G,mﬁma
&'l n’étalt pas en mexure d'en expluiter lui-mbme les rezsources
mtm*dla,ﬂmﬂtm.p;blgdhphnturdmlnﬁﬂﬂaﬂmtechm-
qwmilitnirudnmlurégionduP.C.ctdeapiuoc&.njqueu,
&ant dméthmmﬂaﬂon.tachniqumﬁal'uphitat}.an paci-
figque, permettuﬁthmnﬂhmcﬂmouﬂmdamgimmjﬂtﬂru,
d'ordre clacwique ou nucléatre.

rlen mpmmetdadirequem-dwmhfomdol'nphuﬂon
ddel’upéothﬂon,mmﬂnéeamhpmﬂlﬂﬂtédap&;erdulrmu

clesniques ou non sous I'eau, puissent attelndre leurs objectify
militafres plus avaness

Dememednmbemdeahmtnﬂaﬂnnﬂpmdﬂque:pmnmntm
d'exploration, 1 eerelt difflcile pour un ters d'epprécler avec

Slunemramutnaédntnit-l'ﬂimtmemin'étantpmuﬁr
dolncn:a.turapaniﬂqmduln:taﬂntiom:, les attaqueratt tm-
m&ﬂatemén:tpourdétnﬁnltawﬁmmﬂitdmévenmallement
oamoufiés dang ce cadre général dey Installationg de I'exploita-
ton ds la mer.

Cd:toévmtulﬁté,dnnuhmmitoﬁmulﬁmu,dﬂmtﬂm
Mroréﬂénhhhhommpaliﬁquaetmdolnmqunt
anmrtdehmmermtlondahmﬁdnnsmintégﬁtémtuuue‘

(l}Nl.ﬂ:cm:l-Ux:dﬂ—A:ﬂ:nliéu Générole - Comité mpdela]l — Lew vb-
qu.ﬂ.aumﬂltlh-udurmdlmnrm.ln-d-udnhlhmtednhmu-
ton natiomale. A/ACAXS /2810 Juillet 1948 (0 ext & remarguer que
oud:mmt:mmdtnblhd'nprhdumimmuwbuhatﬂ
mm&mhmuwﬂwﬂmum&mm
quuﬂ.emem:cﬂl‘uitdcrm.ndfnmumtnﬂﬂ). Le comitd pous
I3 question “Fantl conudirer qu'le inentiuhoent drd  powdbdlitse
PLBt cue des réaHtée”,



iy LEGYITE CONTLVPDRALNE

¢) Controverse résultant de l'article 2 & 4

L. Convention donns I'énumémntion des resource: natur o
dana larticle 2 § & Hnisleprohl:a‘:mopnséparcatmﬂdn,ust
do savoir o les orgunimmes mobiles tels gue los crustacda o1 1e3
poigsons vivant sn fond de la mer, appartienoent & 12 catigetle
des resuources raturelles. La Conventien de 1035 remte muictto
gur ce point

Pour les uns, le principe de 1'exclo-ion dcd crustaces drs pro-
Juits acecssolres do P. C. a paru dvidente q'on o c<irsh inutila
de l'incarporer dond ume disposition uxpreg-e.

Pour lcs autre+, d 13 convention dy 1938 n'a [k COPt AL I
disposition particuilére aux crustaces, ocst pauve quelle ¢nrak
dérait les erustacés comme UNO refBOUITS naturele du PC  La
controverse sur e paint o falt nattre un problme juridigque catru
1o Franco et le Brédil, ce dernlsr con-idirant Iea langouates cummd
faloant partio dee ressources naturelles du P. C. riscrvées A IEtat
yiyerain.® Pour la France d'npréa la théoris traditionnele, led
pichories sédentaires ne pourrelent s'cffectuer quo dana Uegpacn
de 1a haute mer. Pour lo Brésil, 1a thé& rie frongaise va 4 Fen-
contre ds scs lmiéréts économiques ct politiques propres parc’
que pour hul, prétendant la proprifts absolus Cod richezars de 11
mer, 1l cherche & avoir ln propritié abeolae d'une portien du ht
de 12 haute mer rous forme dhuitres perliires, de cogquilloges, da
caraux, d'éponges !

B — Diserimation éablie par Lo ~onvention entre les droita den

Fiats rivernins et les Tiers.

La mer, congue dans son unité phyigue comprend ls Lt et
lez eanx qui la recouvrent ; par eonsaquent, 11 ne fait po'nt de
doute que ls P.C. sc sitoant au-dcld de la mer tecritoriale, appar-
tient phymiquement & 1a haute mer.

L'appartenanee de ee P.C. 2 la homte mer guggere ridée
que celul-¢ci constituernit un Hen cammun de tous k3 peuples, et
na saurait de eo fatt 8tre soumis & une domination particuliére
Pour M. o Profesasur G. Scelle’ 1n haute mcr n'est pas sentement

(1) Ch Roosseag - L'aftpire &3 langoirtes — ®RCDLEP - 1904 -
p 13

12) G. Seclle — Lo plat=ay coatirsntal b I dreit igterratonal éx 1
mer — ed Prdone — 18485

— g2 —



M. KOULOURIA — L+ drofts souvrmim sor b plotesn eontinental HA
m res communis, mals clle constitue un élément du domaine
puhblic international I nous semble done que non seulement lo
lit et Jo sous-sol du P.C. et ls fond des océans en général dotvent
étre coneldérés comme faisant partle intégrants de la haute mer,
maty ausxl les resscuroes qu'lls rechlant doivent &re soumis an
méme régime applissble aux eaux internationales dang lintérét
de Mhumanitd présents et future. L’article 4 do la ommvention
de Gentve de 1658 sur la haute mor reconnalmsalt i tous les
Etuts, riverains ou non de la mer, lp droit de faire naviguer ¢n
hente mer des navires arhorant leur pavillon. 11 e résulite qoe
les Etats non riveralns ont non ssulement le droit d'accds & la
mer, mals anaxl une partie de la richezse qu'alls runferme.

8t un principe fondamental du drolt International veut qu'un
Etat ne peut exarcer souveralnement sur une partle qualconquo
dehhuutemerl‘unedamwmpétunm,njdumdrompcdﬁon
qul romprait l'égalité des Etats, 1 s'ensuit qu'auoun Etat ne
pout non plus cxcrcer ga rouvaraineté sur la richesse ds la mer
sang parter atteinte aux Intéréts deq auires Htatm, riveruins ou
noq.

ElanidomémmhmvmﬂundaGeﬂﬁmapr&uhmn-
raintd des Eiats riverains sur o richcsse de k. mer, I fandrait
dmmautror&aiodudmttmbﬂ-mﬂunnlpuhﬂoqlﬁnﬂlarﬂt
Burlealnt&étldahmmmunnutétntemuﬂma]ﬁ,etalnﬂqmle
mu.HgnnH.loPrufameurPuulRmterdunmur&uquimurant
lammguthdalntéu-ét-mmmmdofmta'impmﬂrhtmet
dh:dohmtu&onloprtndpednhmmmcﬂmh-l'qﬁ-
ment de toom».

S'Henétutautrmﬂnt,und&-éqwﬂmde:lntéretltmpwa.ﬁ:
hmd&étntermﬂnmh,etuuﬂouthaEmtnﬁeu,oumqui
ne disposent pas de moyens techniques pour Fexploration et 'ex-
plottation du P. C.

D‘ﬂﬂmhamuhrlohesmmomstmhniquuaﬂmtmhm
hlttduammideaﬂmmﬂitakuaprhl’avcﬂruploﬂﬁémamj-

 ——]
(I}P_Ru.[ttﬁPrlndpudndrndtlntmdmnlpuhlie—uR.&LDLm
Hrn—lﬁl—p,m—T.]lPrct.thFauultédndrdtanlm
J]tutm-ﬂ.h:rdafﬂ:p:.mmbnhﬂuhiquem?iﬂﬁmdnh
Barnﬂmhatku,ﬂ;htmdpcmmpnnyﬂmttuﬂmlﬂ&
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quement, alori gue In majorité des Etaty rlveralnd cu non, n'aL-
rnit jamais o possibiité de jonir de I'égelité dey droits goavernins

84 I'on admettait eve hypotheéscs, il ne sernit pas exager: da
dire que dans Ly socilla intermational:, il y & une majontd d'etots
joulssant de drofls soplement thémiyues sur 1o surface Ac la
mer (principe de In liborté des mers), alors que d'amtrea (mipawl-
talres. mats puirsnots}, auraicnt des droits, non plus théorigues,
rnain sconcretas. «&conomiqoess, sindustrielss ¢t smilitnirca -, par
vole de comséquence.

1 ext évident que cette distinction ie droits pour lus uno ct
pour les autres comxtitus une decriminntion flagranie et une
injurtice froppante su eein des morabrea &goux de Ja sociéhé
internaticoale.

Deuxidme Parthe
NATLHE DKy DROITS “OUVERATVY

Dans son projct de 1068, la oommlz»in de dioit international
o {4shli un projet wuivent lequcl, le P.C. eyt sourtls 4 l'exracice
par 1'Etat riverain du oontrdle et da Is juridiction anx fins do l'ex-
ploiluthon de wes ressources noflgreller. La commaslon. ehealte,
suus 1o presmiou des Etate lato-améilcuins et nuintiqued, a HE
obHgéc de remplacer les motd contrfio et juridiction par ceox de
+droil souverain., tott en soulgant duis som commentolra quae
les termes n'étalont pas dans lespiit. Pequivelent de la souves
ralpatd.

Crest de cette fagon que I'article 2 de la convemtion de Qenive
Fest Slabaré, pouscrivant aux drafis -ouverains.

Avec l'adoption dew droits somviraina dans ke projeta, la
patiafaction des Etats étalt quasi-totale. Il suffit d'unv interpréta-
tion politiqus de ces drofts souverains pour que les Etatr ottel-
gnent leurs objectifs déxirés, c’est-d-dne en 108 assincitnt & 1A
eouveraineté, D'ailleurs, ls danger avait été remarque par le Ds-
pemark™ observant que les termes «droits sonveroins» fmpli-

(1) NoHonsUnies — Détats & 1a quatrierne cavumission di 13 wnnr 1858
o 4
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qumtl'idéadcaourenlnbtéetqmmﬂmauimttcupre.imest
assortle d'une clause restrictive, ello risque de susciter des diff-
cultés d'interprétation et d'appréchation en cas ds guarre ou
d'entraves en tamps de palx, & la Hbertd des recherches solamti-
fiquea.

Cudruitlwntmlmitaettnmnditbnnd:hl'uﬂnh2|2
ﬂthﬁhwnvmttondalﬂﬁ&mLephtmmnﬂnmtnL

Onudﬂmnndedomﬂnalmmtiqunﬂomtéﬂ'orhdedrutb
appartennent ces «drotts souverainss.

Font-ils partio des drolts dont I'Etat use souverainement, ou
mt-lhpummentetuimplementdmdmitldahmlrmmaé,
Ont-ils dee wimilitndes avec d'antres droits exigtant, ou sagit-
ﬂdadrdtapuhﬂienqujnepaumtl'up]iquerqmpumpport
imobran.o.hamtumﬂ:odehh.mtemer'!

Ht’agtdomdarépundmmquuaﬂ:mmnﬁmtu:

— En quoi ces drotts souveraing diffarent-is ds ke souveral-
nﬁtﬁetdahnotiondedrattlacquiuf

A —En quol les drotts soaverains différent-ls ?0
1} de Ia fouvernineté.

Bous l'optiqus des é&léments juridigucs de la souverainsté
(blﬂép-mdn.nm,cmruﬂvm&,autonomh),ﬂmmmbhpuqm
PEtntrimﬂnmﬂ-ommopulhal’Lnﬂgﬂtédmpmmtmdom
mmmnté-moemﬂieumuttima,miuwuhmentmdm
draitnqullulmtnéomnim&l'uphntbnutl’uplottlﬂmdu
ressources naturalles.

Iﬂditntdrottnlouvm'ﬂm»mmﬂnﬂtéanumﬂtmtdel'u-
Ploration ou de I'exploitation du P.C.,utlilcunnvireunempm-
tent pas I zone de sécuritd (500 miétres), I'Etat intéressd ne
pmrtpuumundmltdamtmmte,c'at-h-dimupi:ﬂi{uerdm
(1)mm@aﬁmquompm;mmmhunﬂmm

nnnjetd.adﬂdmji.ttmd:nphtmmﬂmumj.irhﬂcrlm

0 pages,
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mesures digoulaant de sa compétcnec te. .torinle, alore quil peut
I falro dans sa mer territoriale.

Lo convention de 1858 permer i 1'Etat exploitant du P.C
d> prendre unilat(ralement led mestle: niceagdres A Uexploration
¢t & l'explaitoticn, mesrred quo les navirey de piche dobvent rew-
pecter, mals Lo couventon ne cemble pae outoriser o2 salde ¢t lo
présontation ds ced nnvires técalchiant: devant In juridiction
matonale.

De 1 ¢me, Ic; mewics unilat’eates d-pend-tt § ur lour T
cutior do la coupdiation des auhers Ltate dont los pnlloniud =
Uvient & la poche.

Solon M. Sorenicn, <blea que o-tte conpeiones Fpete dr
TRt riverain sur ko heuts mer gt v prolmgement deowke
campltenc-3 sur le territolre, ello est de cavactére vi Hrmite
quil me rvmuble po? correct de la ranwi T pormi 17 ool Lvteneta
de souveraincte lerritoriale.

Cey droits dit+ vwoimveraina . appmi-nrent donc b lo wrifgorie
do compétence h corsclére excepdonnel, et ils Fe Lmdtent od
ceoul but epieifique do I'explornticn +* da I'expluitaticn ) 14
nc peuvent dane Eud sidombfier h 1. -omv.ininetd territcoale,
1158 qui wirait {incompatible aveo lu [-1otipe feimement elabd de
1a Hbuwrté doe In heoute mcr.

T d'autre: texmeyw, vl dang le ds main~ ontiousl 1n Foovered-
piié ge IEtat est (vidente, dans le deu dne publi intis. aliomal
Is présompton e en f{avenr de I'a%-o..ce de tou o comptenca
d'ordre territorlal, ¢t par consdquenl, 1vs droits voaveramns  de
I'Ftat wor cotte partie de la haute oor qu est I P C, nc sont
po9 identiques aux drorts de 1a souvarnincts, 1Eruc ne & spocant
pas du pouvoir de «tmpériunme qui lui rmetiral’ den diipast
h o guise !

b1 de la notion des drotts aequls.

Pouvon«-nous caraccésiser s driiis goLveining o e dee
«drotts acqulss 7 Le principe des drtivs acquls est ' des prin-
ctpes fondamentanx du drolt internativnal, ausat bicn qoe du droit
imterne.

(1) M. Borcosen — Principea &1 droit lotiiccii-nal publle — RCADI
Lo Haye — 1980 — T. IT - - p. 15
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8] nous rous en temons & k rigueur traditionnells, les droits
acquis sont par exoellence les drolts de «propriété, et par con-
séquent, ils dotvent 8tre permansnts et Immuahles pour le posses-
seur,

En droit interne par la notion des droits acquis, «! waglt de
la protectlon ds certatns droits individuels contre les atteintes
posathics dune Kgtalation rétroectve.(l:

8 nous comparans l'article 2 | 2 (expood c-dessus) & Ia
notlon des drolts acquis de drott interne, nous remarquons qu'll
Y & un certain nombre de ress¢mblinces, en co gens que lo mul-
tre de In «chose possédées peut cn dipowr winil que des droits
déconlant de la possesmion.

L'article 2 § 3 dispose que «es droits de I'Eiat riverain sur
le P.C. wont indépendants de l'occupation effective ou fictivas.
Dahmmpamhoudmpﬂ.m,gmphe-2et3del'ut}clez,ﬂne
réznlte pea que I'Etat riverain dispose d'un drolt de propriété
pur son P. C, lo permetiant d'en user & pa guise.

Bapuaem;:de,mopmvmmu:ugﬂwnineduP.C.
(Etatumtajm)mdétmhodemhu—cietmm&_tm—
ooniiue, elle dsvient sujet du droit intarnational, done & won tour
Etat mnitaire, rivorain du P.C. contigu du P.C. 4 sa mer terri-
toriale, -

L’Etat unitaire préoédant ne peut pas Iovoques le tire oty
drolts acquis souverainis, et empdoher 'csplamition et I'expl-
mﬂonléglhnmtduP.C.domnandemum

Le Droit intcrmational public ne pournit étre Invoqué par
I'Etat piéofdent (unitaire), paroe que le drolt «ne raurait interve-
ni- qucnﬂ]yaattchto,nmmﬁuntntérﬁtququue,mnhﬁ
un droit ? Endraittntermﬂcnnmmmeendm}tlntmc, tout
intérat éconamique n'ost s néccamair  mant roconnu comrme digno
de protection juridiquo.s(”

Mnis en droit Iniccnsational pablig, Io probtme .t g2 poscT
diﬂércmmmt;ﬂmttecncﬂetdamcndnmﬂmdﬂdmltsmn

(1) P. La'no — Ir prircips {ntrronticnal 4y drotty Aoqmis ooty f
I'Tnrtitnt des Huuto 1 Dppdyy Intcrnationatey - 10§T-10¢3 - R
(VP L ¢ — op ot — p 17,

— 9T —
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motérirly o 1o droit de pasasic; poTvons-0ous le cun Wl xr
coruny un dry aoguis 7 Nouws o¢ le ptn=onS PAL.

En cffet, Lo droit de parEAge g'anaty.erait 1lera o The ~orte
do pouvon ciatigue qui glexc carnit rur un territoire (trumour,
co qui e3t impossible, Car ce Ktst n'a ni 1a prop-1ut {domi-
prm), ol 1a gonv: ralned (impérium).

B —En qucl I drebis souvemin: #¢ repprocient-l3 b

a) Q.. droxs Jd'usuiraitier.

On pourrait dire dins ume cerudng meAure Jque 123 drolis
goiryorning @ rapprochent d+ ceux d'usniruiti.z, sl on prit dv
14dée quo I Etat riverain pe peot [us snnc.ol le P.C. 3 son jropre
territoire, gue oet Etat ne rccuedle que la3 fruitn (rcsuamrced
itoralles) tur la partie dn P.C. contigue & ' met termitorinke.

Celte considérailon nous amdmo 4 penrr que len lit et
sous-sol du P.C me sont plus rentables, ity doivent revemir b 11
sockté internationale, comme saont indivislble dv Vensumble dd
it de la hante mer.

b) des mandats

Fn drott international publie, la puisklnce mandatpire o
dapose que de compétcnce Hmitée sur le plan territorial. A
I'égard «des torritoiress en mandat, la pui-zonce ! ,Andatamro n'a
ras e vouveraincté originaire ct inecnditionneile, mais des oom-
pitences lmitées. Ces compétences ont deux caractdred |

atiribées par GO traits,
— soumises sl contrde duno autoritd Internntlonake ».t

Or, «i l'on fuit W0 rapprochemneant en droit intcrnationol des
manduis avee les drojts gouverains accordés par truité & FEtat
riverain en vue de I'exploration ou de Ycxploftation, on poarrait
trouver quelques similttndes

Bimuammlmnﬂmqﬂolemandntmpcmetlnudnfaiﬂ1
nous voyons que l¢ mandatalre ne peut dupostT de won P.C. sol-
mtlaﬁbertf,nilacéder;u.runtnrtébﬂntérﬂpmu-qu'ﬂn‘cﬂl
est pas le maltre.

1) Ch. R seom - - Comnpbtenec territrrad eours DLCH 1003 194
pp. Bt 103
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Le drolt de souveraineté ne peat pasg &'aspliquer & Ia totalité,
parce que I'Etat n'a pas ls droit d'armexer Lon P, C. ot d'y appH-
quer la mouverain.sté toeritoriale; les droite BOUTLLF M ne per-
mettent pas d'lgnocer lag intérdts des autres Krais, of 1o maftre
véritable, c'est-i-dire Ia commnnauté oecuméniqus.

Tmnmdmusm&nﬁlpmmqmlﬂhtﬁvemmaunleul
mmdntth.C.qlﬂur&diﬂtilaﬂuﬂaaxplmtbﬂot&:-
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CONCLL KION

Un grave prohlémo &e pose [ ln formule des droits soUve-
rainy, cest que le régime laiere W0 chump d interpréintion guvert
anx Etnta qul essyeront par je bisty de cen droits d'arriver pri -
gregavoment A nunwformer ces mémex droit: particoliers ¢
souvernineté, On comprendrait blen led enlruvus «t oticintes au
régime juridique de lo hamte mer, g1 loa proc.i: tcehniques
peurvent augmenter les ponsibilitén d’actions de 'houme ou-deld
du plateau continental.

Le eritérs de laxploitabllit® «t done {interp.. ties CL -haue,

¢t na fait quiimpliquer les gdiuattons juridlgues fufy red qui TeJiA-
get le mieu naturel.

— 1R —
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ANNEXH 1

Texte de I'article 2 ds la convention de Genlve de 1858 gur
le plateau continental.

1 — «L’Hiat riverain exerce des droits pouverains eur le plateau
continental aux fins de l'exploration de celui-ci et de l'ex-
platatton de ees ressources naturelless.

2-— «Les drolts viefs au paragraphe 1 du present articls wont
exclusifs en ce eens gue, & I'Etat riveram n'explare pas le
platsau continental ou n’exploite pas ses ressources nainrelles,
nol ne peut entreprendre de telles ectivités, nl revondiquer
des droits sur le plateau continental sans e consentement cx-
pres de I'Etat riverains.

8 — «Les droits de F'Ftat rveratn sur le plateau continental! sont
indépendants de I'occnpation effective nussi bien que de touts
proclamation expresses.

# — «Lea ressources naturelles visées dans les précents articlex
comprannent les ressources minérules et autres ressources
non vivantes du ht de la mer et du sous-m0l, ainal que Ics
organiames vivants qul appartiennent aux espéces ebdentni-
req, c'evt-d-dire les orgnnismea qu, au stade ofi lls peuvent
étre pérhés, sont immobiles sur le lit de 1s mer, au-dexzom de
c:eﬂt,aonttnmpuble:deudéplncerdcen‘ute.nmtmt
mmtammﬁntenmnhctphyliqmumk]itdalamrouh
SOT-E0L »
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