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Lucas et al., op.cit, p.1432.
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Faucon Narcisse, Le livre d'Or de I'Algérie, Challamel et

Cie Editeurs, Librairie Algérienne et Coloniale, Paris, 1889,

pp.157-160.
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Sua AP &yle ll acljily Jeisbilg aizea (il lasila oguygs JT
O TAFY dw (nag glodpdl Jaag auldl clyieo (] ale
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Narcisse, op.cit., pp.355-362.
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Georges Lucas et al. Petit Larousse en couleurs, librairie
Larousse, édition 1986, paris, septembre 1985, p.1603.
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Francois Lenormant. Histoire des massacres de Syrie en
1860. Hachette. Paris 1861.p.VII.
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Lenormant ibid., p. XIV.
Sunll yillall gl liad Yoy lis wJagi o - il yhailg
AT dypaibaulll dsibgll dedsoll ol cagy ogapall
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daubho dgio Jgdll Gapisi (pll 1A, diow (il (gils ¢ro pilill
TAI-TAA o 191 T lisd Jauiga «nll
(41) Hamza Benaissa, L'Emir Abdelkader et la franc
maconnerie, El maarifa éditions, Alger, p.19.
At o pdud T4, (nga biball aac roLéJi Cuglyd (1)
sadl ailodell jalbodl cuwa 0. . g adulgiladl cililiall
Ageron, Abd el-Kader souverain d'un royaume arabe
d'Orient, In: Revue de |'Occident musulman et de la
Méditerranée, N°8, 1970, unica, p. 16.
(43) Annuaire des deux mondes: histoire générale des
divers états, 1860 (T10), Terjuillet 1861 ,Paris, p.530.
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-9 Frangois Pouillon, Dictionnaire des orientalistes de
langue francaise, éditions ISMM-Karthala, 2008, p.119.
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op.cit., p. 349.
(26) ibid.
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(29) Civray Eugene de (Cte) - Napoléon Il et Abd-el-
Kader, Charlemagne et Witiking, étude historique et
politique, Biographie de I'émir, P. Martinon, libraire-
éditeur, Paris, 1853,p.321.
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Lucas et al., op.cit., 0 .aouul Jooy sall il Jgi gpial
p.1315.

Joseph Marie

roi Quyn i Guinoag ylid (pd 1AT. Gialga iadgy gubdl (1€)
o T,/ 1/T4 T 1 ygill oo dpé Eyauli dpol§o
lgailig jalnog dypell Dibidgll &jalnisdl dlall  ¢éhandl (nlul (Vo)
lyguisio s posaddl Judall aue §ig 0w pilodell agell (na
agell Jula el Sbdgll ge Gigadlly Slwlall jago
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(67) Ageron. op.cit. p.20.
(68) Ibid. p.20.
waln gudid (sa guaigall g8all Gaaugedl Gu oo old (19)
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- Jean-Louis Marcot, Abd el-Kader et la modernité, Studia
Islamica, nouvelle édition/new series, 2, 2011, pp. 193-
195.
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(47) Ageron, op.cit., p.18.
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Abdeljelil Temini, Recherches et documents d'histoire
maghrébine, In: Revue de I'Occident musulman et de la
Méditerranée, N°12, 1972. pp. 160,161.
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(76) Poujoulat, op.cit. pp.444, 445.
TV @b @apo wouilg
00 Ol (IME-1AT0) (uuipa Jlpia Emile Félix Fleury (W)
goc alid Guudbw b lag S Ggubili Go Guydoll
Ijsdu Lyl apuloglia plgos cald . 1AT0 (né agusisll yudao
00 -Lwgy sal &jghalpodl
1OL Uai F. Choisel
in Dictionnaire du Second Empire. Fayard, 1995
Ml ape H8lg (Thomas Urbain) obajal ulogi anuul ;14 (VA)
sl 5o auoly auye agjig pabwdll Giicl ol 221 Jacloow]
G924l loajio Klag «lgisll Iags LA juisig «oupdljadl yiljall»
o arde il ail Jlaug 2ullill ogablil Loasio aunl @i i Jloga
2020 alll s - ail s il fliadl gai aswliw
il g jgill juixill uibgll a4l pighisall  plaLidl
40,19V

http://www.napoleontrois.fr

(79) Bruno Etienne, «Les projets d’un «royaume arabe» au
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I'émir Abd el-Kader», in Pierre-Jean Luizard, Le choc
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(1) Sauf pour les archives des Affaires Etrangeres et
d'Outre-Mer de France et d'ltalie.

(2) Notamment les Documenti diplomatici italiani, 7e
série sous la direction de MM . Moscati et Carocci,
Rome, 1966 sq.; Documents of British Foreign Policy,
1919-1939, 1(e) série et série IA, |, Sous la direction de
R. Duler, D. Dakin et M.E. Lambert, Londres, 1963 sq. ;
Les Documents diplomatiques belges, 1920-1940,
publiés par Ch. de Visscher et F. Vanlangenhove,
Bruxelles, 1961 sq.

(3) Sur le "dessein méditerranéen" de Napoléon lll par
"['union des races latines", Temime (E), La France et
I'Espagne 1848-1868, Aix, 1973.

(4) Gambetta avait a plusieurs reprises dans la République
francaise souligné le role que devait assumer la France
en Méditerranée.

(5) Le 18 juin 1884. Sur ces antécédents, J. L. Miege, Le
Maroc et |I'Europe, T. llI, Paris, 1962.
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(9) Sur l'accord méditerranéen de 1907, Documents
diplomatiques francais, 2e série, t X, Madrid,
2.1.1907, 18.1.1907 et sq ; note du 10 avril 1912 ;
British Documents on the origins of the war, t. VII, p. 1
sq ; Hallmann (H.), Spanien und die Franzésisch-
englische mittelmeer Rivalitat, Stuttgart, 1937, p. 203-
225.

(10) Le Bulletin du Comité de I'Afrique francaise, organe
officieux des milieux coloniaux affiche une
condescendance constante a I'égard de [|'oeuvre
espagnole au Maroc, v. notamment mai 1922, p. 268 ;
aolt 1922, p. 385 etc.

(11) Hall (L.J.), The United States and Morocco, Metuchen,
1970, p. 689.

(12) Sur cet aspect peu connu de |'émigration riffaine v.
notamment la campagne du journal anglais de Tanger
Al Maghreb al-Akga, n° des 19.2.1898, 5.3.1898, etc.

(13) Sur le réle de Ceuta dans la politique riffaine de
I'Espagne, Manual Gordillo Osuna, Geografia urbana
de Ceuta, Madrid, 1972.
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(29) Aprés que l'échange de lettres entre Poincaré et
Quinones de Leon, le 7 février 1924 ait apporté a
I'Espagne quelques satisfactions sur 7 articles de la
convention. Le statut fit déclaré en vigueur le 1er juin
1925 mais sans |'accord de I'ltalie, du Portugal et des
Etats-Unis.

(30) Challener (R.D.), The French foreign Office. The Era
of Philipp Berthelot, in The Diplomats, Londres, 1970,
pp. 49-85.
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(32) Doc. Dipt It., op. cit. 7e série, t ll, p. 319, Madrid
12.1.1923.

(33) Quaroni, La politique extérieure de I'ltalie, in
L'Europe du XIX et du XXe siecles, Milan, 1959, p.
1006.

(34) Doc Dipt Belges, tIL, Rome, 12.5.1925

(35) Doc Dipt It., 7e série, Avezzana, Paris, 4.10.1923.

(36) Bon exposé des theses italiennes par Castellani (E.), Lo
Statute de Tangere et I'ltalia in Nuova Antologia,
16.1.1924, p. 206 sq

(37) Le nouveau cours de la politique italienne, annoncé
par Mussolini dans son discours du Bivouac, au
Parlement, le 16 novembre 1922, s'affirme apres
I'affaire de Corfou qui lui montre qu'il peut jouer des
désaccords franco-anglais, Rumi (G.), Revisionisme
fascista ed espansione coloniale 1925-1935. In IL
Movimento di Liberazione in Italia, n°® 80, juillet 1965,
pp. 37-73.

(38) Doc. Dipl Ital 7e série, vol 3, notamment Rome
19.4.1925, 21.4.1925, 24.3.1925.

(39) Avec la signature du traité italo-espagnol le 8 ao(t
1926, répétition de celui de 1887.

(40) Doc. Dipl It. série 7, t. IV, notamment Avezzana a
Mussolini, Paris 23.9.1925, 25.9.1925 sq.

(41) Doc Dipl Belges, t I, conversation
Vandervelde-Briand, 2.2.1925.

(42) Carocci(C), La politica estera dell'ltalia fascista, 1925-
1928, Roma, 1965 ; B. de Jouvenel, D'une guerre a
I'autre, Paris, 1941, t. I, p. 104.

(43) Plus important que le fait est |'aspect de méfiance ou
d'hostilité a rencontre de la
manifestations anti-francaises multipliées en Italie en

France : les

octobre et novembre 1926, la campagne de presse en
Angleterre, |'attitude des publicistes espagnols, etc.
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(14) Sur ces I'entrelas et
|'affrontement des intéréts miniers, Duchesne (A.),
Leopold Il et le Maroc, Bruxelles, 1965, p. 237.

(15) Les réactions espagnoles au projet, i cette date, sont

entreprises minieres,

bien analysées par Gile Armangué Ruis, Gibraltar y los
espanoles, Madrid, 1964.

(16) Dimming (H.H.), Franco-British Rivalry in the Post war
Near East : The decline of Franch influence, Londres,
1938.

(17) Documents on British Foreign Policy, 1919-1939 I.A.,
Londres, 1966 pp. 846-881 : Memorandum on the
Foreign Policy of this Majesty's government, with a list
of British Commitments in their relations order of
Importance. Sur le Rif, p. 253.

(18) Sur la politique francaise i I'égard du Maroc lors de la
conférence de la paix, Beer (G.L.), African question at
the Paris peace conference, New-York, 1923, pp. 447-
451 et Hall, op. cit., p. 745.

(19) Documents diplomatiques belges, op. cit. 1. 1, p. 460,
Paris, 14.1.1922.

(20) Ibid., Londres, 12.6.1922.

(21) Ibid., Londres, 26.3.1924.

(22)  Sur ce rapprochement anglo-italien nombreux
documents dans les Documenti diplomatici italiani
opicit, 7e série, vol. 4, v. également les remarques du
Bulletin de I'Afrique frangaise, 12.1925, p. 613 et les
indications de Salvemini, Mussolini diplomate, Paris,
1938, p. 56 et de Medlicott (M.N.), British Foreign
Policy since Versailles, Londres, 1940.

(23) Vicens Vives, L'Espagne du XXe siécle, in |I'Europe du
XIX et du XXe siécle, Milan, 1959, p. 110.

(24) Sur ce bilan colonial Brenan (G.), Le labyrinthe
espagnol, traduction franc., Paris, 1962, p. 59 ;
Bruguera (F.G.), Histoire contemporaine d'Espagne,
Gap, 1953, p. 329 sq. "Le redressement national
sacrifié a I'aventure marocaine" ; Hall, op. cit., p. 754.

(25) Primo de Rivera demeura anti-africaniste jusqu'a son
arrivée au pouvoir. Apres Allouai encore ses discours
au Sénat le montent hostile a "I'aventure marocaine".
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(27) Cte de Saint-Aulaire, Confessions d'un vieux
diplomate, p. 513. Malgré des efforts divers (Comité
de rapprochement franco-espagnol créé en 1916,
Semaine espagnole de Paris du5-12 mai 1919 etc.) les
rapports entre les deux pays restent marqués de
méfiance

(28) Sur ces accusations venues également des milieux
officiels américains, Hall, op. cit., p. 756.
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Introduction

The outbreak of the Russian-Ukrainian war had
serious consequences for Egypt in many ways. The
biggest challenge is the resulting food security crisis,
which in itself poses a serious threat to the
economy. The Arab state, the world's largest wheat
importer, is facing inflation not seen since the unrest
that toppled the government of President Hosni
Mubarak a decade ago, the 2015/2016 hard
currency shortage and the crisis caused by the
International Monetary Fund.

The aim of this study is to present the areas
affected by the direct, immediate consequences of
the Russian-Ukrainian war on Egypt. Here, the
authors discuss the background to Egypt's peculiar,
aloof foreign policy, the problems in the country's
food supply and possible alternatives to solve them.
They also present the budgetary problems and the
measures taken to overcome them, the attempts to
find a way out of the already difficult situation of the
tourism sector due to the pandemic, as well as the
possible domestic political risks of adverse effects.
The conclusion emphasizes that if the current
problems, especially food security, worsen or even
persist, unfavourable developments may arise that
may have harmful consequences not only at the
regional but also at the global level.

Egypt's distant foreign policy

The Russian invasion launched against Ukraine on
February 24 was met with surprise by the Egyptian
leadership, which has maintained balanced relations
with both Moscow and Western-backed Kiev. It has
therefore tried to remain impartial in the conflict
and called for dialogue in order to resolve the
conflicts and end war situation as soon as possible,
instead of condemning either side, which in turn led
to disappointment on the part of Western allies,
primarily the USA. Egypt gave up its neutral position
on the issue only at the urging of the G7 and EU
ambassadors, when it voted for the UN General
Assembly's resolution condemning the Russian
invasion on March 2 (Salah, 2022). However, just a
few hours after the vote, the government issued a
statement in which it urged a substantive
investigation of Moscow's national security concerns
regarding Ukraine as soon as possible. It also
criticised the sanctions imposed by the United States
and Europe against Russia, which it considered
illegitimate and consistently refused to apply them
(Hamzawy, 2022). In this respect, it was significant
when President Sisi visited Serbia, which also has
friendly relations with Moscow, during his six-day
European tour, in addition to France and Germany.
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During his three days there, 13 agreements and
declarations were signed to enhance cooperation in
political, economic, and other fields, and the first
economic forum between the two countries was
held, with the participation of 130 Egyptian and
Serbian companies.!

The main reason for this distancing policy is the
Egyptian government's desire to secure continued
financial support from the West, while at the same
time being careful not to damage the excellent
political and economic relations with Russia that
have been built up since President Abdel-Fattah el-
Sisi came to power in 2014. The latter has been
exemplified by, among other things, the personal
relationship between the two heads of state and the
annual "2+2" meetings between the two countries'
foreign and Defence Ministers. Moreover, Russia is
one of Egypt's top 10 trading partners and the two
sides signed the Comprehensive Partnership and
Strategic Cooperation Agreement in 2018. The value
of bilateral trade reached $3.3 billion in 2021, of
which $2.8 billion was Russian exports to Egypt and
only $490 million was Egyptian exports to Russia
(Aziz, 2022). Russian direct investment in the Arab
state has increased in recent years, mainly in oil and
gas exploration, agriculture, food and machinery.
Major Russian companies such as the oil companies
Rosneft and Lukoil and the Lada car manufacturer
are operating in Egypt, while Transmashholding, the
largest manufacturer of locomotives and rail
equipment in Russia, with the participation of the
Hungarian side, is contributing to the renewal of
Egyptian rail transport with the delivery of 1,300
trains (Saied, 2022a).

In addition, Cairo tacitly supported Russian
military intervention in Syria and was ready to
acknowledge President Bashar al-Assad remaining in
power, while in Libya the two governments (Egypt
and Russia) jointly supported General Khalifa Haftar
and his allies militarily and financially. Furthermore,
to reduce its dependence on the United States, Cairo
has also concluded significant military and energy
agreements with Moscow over the last ten years,
particularly after tensions arose in its relations with
Washington over so-called human rights violations.
Thus, 41% of the new combat equipment for the
Egyptian armed forces was purchased from Russian

1 The most significant short-term outcome of the talks
was the agreement on the export of Serbian wheat to
Egypt. In addition, Egyptian President Sisi and Serbian
President Vucic signed a partnership declaration, and a
free trade agreement is planned to be concluded by the
end of 2022. (Bzganovic, 2022; Magdy, Muhammed,
2022b)
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sources between 2016 and 2020, making Moscow
effectively Cairo's main arms supplier. In addition,
Russia is establishing an industrial park in the Suez
Canal Economic Zone, which is expected to attract
S7 billion in new investment and create about
35,000 jobs, 90% of which are expected to be filled
by Egyptians.2 Moscow is also financing and building
Egypt’s first nuclear power plant, near El-Dabaa city,
some 300 kilometres north-west of Cairo, which
construction work began in July 2022. According to
the Nuclear Power Authority, the owner and
operator of the project, the plant will consist of four
units, each with a capacity of 1,200 megawatts. The
total cost of the project is $28.5 billion, of which $25
billion is provided by Russia in the form of a 35-year
loan (Mahmoud, 2022). Last but not least, especially
on the GERD issue, Egypt expects a lot from Moscow
(mainly political pressure and support), which also
has good relations with Ethiopia and could therefore
play a decisive role in the peaceful settlement of the
tension over the use of the Nile water (Shousha,
2022).

For all these reasons, President el-Sisi does not
want to alienate Putin, even though international
pressure on the Russian head of state has clearly and
continuously increased since the beginning of the
war. At the same time, Egypt is an unavoidable
factor for Moscow in its policy and communication
with the Third World. This was well illustrated,
among other things, when Russian Foreign Minister
Sergey Lavrov began his tour of Africa in Egypt on 24
July, barely two weeks after US President Joe Biden's
visit to the Middle East, where he used his speech at
the Arab League to both reiterate the Kremlin's
narrative on Ukraine and reaffirm previous
commitments.> However, sanctions against Russia
raise serious doubts about the implementation of
signed contracts and launched projects.

Food security

Over the past 25 years, the Black Sea region has
grown from a net food importer to one of the largest
suppliers of cereals and vegetable oils in all over the
world. This was perfectly illustrated by the fact that
before the outbreak of the war, Russia and Ukraine

2 The original objectives of the project, financed by the
Russian Export Center and the Russian Central Bank, were
to be completed over 12 years, the costs of which were to
be repaid in 50 years. However, war will almost certainly
change the terms and conditions. (Abu Zaid, 2022b)

3 Another example of Moscow's efforts to gain ground in
Africa was Lavrov's announcement during his stay in Cairo
that the second Russia-Africa summit would be held in
mid-2023. (Magdy, Samy, 2022)
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exported 34% of the world's wheat, 17% of maize,
27% of barley and 73% of sunflower oil. The image is
further complicated by the fact that around 12% of
the total internationally traded calories came from
these two countries alone. Russia also plays a
prominent role in the international sales of fertilizers
based on nitrogen (15%) and potassium (33% jointly
with Belarus). It is also a major player in the
production of oil and natural gas, which are of
particular importance in the food industry and in the
production of fertilisers, as well as in the delivery
and sale of products (Glauber — Laborde, 2022). All
of this added together makes it understandable the
adverse effects that the Russian-Ukrainian war has
on the global food markets in a direct or indirect
way.

In Egypt, the liberalisation policies introduced
earlier, the reduction of public spending and the
phasing out of agricultural subsidies have already led
to a decrease in local productivity. This has been
compounded by the slowdown in the Arab region's
integration with global markets and the preference
for export-oriented production of higher-income
crops in arable land. As a result, the Arab state is
now clearly vulnerable to food imports. It imports up
to 13 million tonnes of wheat from foreign sources
every year, making it the world's largest wheat
importer. Bread and other wheat products account
for around 35-39% of the caloric intake per capita.
Although crop vyields are relatively high, domestic
production has not kept pace with the country's
population of 105 million people, which is growing at
an annual rate of 1.9%. As a result, the level of
imports to meet food needs has risen steadily over
the past three decades, and currently about 62% of
the cereals consumed are imported (Abay -
Abdelfattah — Breisinger — Glauber — Laborde, 2022).

The picture is further complicated by the fact
that, despite efforts to diversify sources of supply,
around 80% of imported wheat comes from the
Black Sea region, which has been an increasing
problem for the Egyptian budget. Even before the
outbreak of the Russia-Ukraine war, the government
spent around $3 billion a year on wheat purchases,
which could now be worth up to $5.7 billion thanks
to the boom in world prices.* Food price inflation
more than doubled in the first four months of 2022.
Across product groups, this meant that import costs
rose by 49% for fresh fruit and vegetables, 49% for
wheat and 93% for oil and oil products in one year
(Rivlin, 2022).

4 The world price of wheat, for example, had already risen
to $523 in early March 2022, a 10-year high. (Ibid.)
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Increased costs threaten the so-called Aish
Baladi® Bread Subsidy Program, on which more than
$3.24 billion has been spent so far.® Around 9 million
tonnes of wheat are needed to ensure that some 70
million Egyptians - 73% of Egyptian households -
continue to have access to the same preferential
bread prices as before, which have remained
unchanged since the 1980s (Awadalla, 2022). To
complicate matters, Egyptian Minister of Supply and
Internal Trade Ali Moselhy announced on 2 February
- 22 days before the Russian invasion of Ukraine -
that the country's strategic wheat reserves were
only enough for five months.” In the six months or so
since then, reserves have increased modestly, not
least thanks to the 1.9 million tonnes of wheat
purchased abroad since the start of the current
financial year, the export ban on wheat, broad
beans, lentils and pasta, new regulations and
incentives to support Egyptian farmers, and the 3.9
million tonnes of wheat harvested by the end of
June (Ahram Online, 2022). However, the quantity
accumulated by August would still only have been
enough to cover the country's wheat consumption
for seven months.® The government has therefore
ordered bakeries to reduce the weight of subsidised
bread as an emergency measure, with effect from 18
August (Awadalla, 2022). The new weight of the
bread, reduced to 90 grams, will certainly not go
unnoticed by consumers, which will require
increased caution on the part of the Cairo
Administration. The government's decision to fix the
price of bread sold outside the subsidy scheme is
also due to the latter's intervention, to avoid the risk
of price increases leading to social unrest (The Arab
Weekly, 2022a).

In order to solve the crisis caused by the war
between Russia and Ukraine, the International Food
Policy Research Institute's (IFPRI) analysts consider it
essential to diversify wheat import sources more
effectively. The contract signed in June with India to
buy 180 000 tonnes of wheat, for example, appears

5 Egyptian Arabic Flatbread similar to pita but made with
whole wheat flour.

6 Only 10% of the costs of bread production are covered
by the participants in the program, the rest is paid by the
government. (Al-Arabiya News, 2021)

7 At the same time, the country had enough reserves for
5.5 months of vegetable oils and five months of sugar.
(Atallah, 2022)

8 The supply minister announced that, in addition to
wheat, 3.3 months' worth of rice reserves, more than six
months' worth of sugar reserves and 6.2 months' worth of
vegetable oil reserves have been accumulated. (The Arab
Weekly, 2022b; El Safty, 2022)
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to be a temporary solution from this point of view (El
Safty, 2022). However, the quantity fixed at $S400 per
tonne is only a fraction of demand, and the exact
date of delivery is currently unclear. An alternative
source of supply could be the southern hemisphere,
including Argentina and Australia, where deliveries
are made mainly in late autumn and early winter. In
addition, Canada and Kazakhstan are also significant
producers, with an autumn harvests. In the coming
year - and beyond - exports from these regions could
make up much of the shortfall in Ukrainian supplies
caused by the drop in supplies. However, longer
transport routes and higher oil prices will lead to a
sharp increase in transport tariffs, which will then
significantly raise procurement costs.

It is also necessary to reduce the consumption of
bread per capita, which is currently twice the global
average.® Restructuring of the food subsidy program
and the range of beneficiaries is deemed essential,
as households that are not in need currently receive
around two-thirds of the value of the subsidies. The
practical application of this would allow savings to
be made which could then be used to finance other
food security interventions, such as the restructuring
of food security strategies, the modernisation and
efficiency of local production systems, or the
modernisation of water and land management. In
the long term, these could provide solutions to the
threats posed by water shortages, climate change
and overpopulation. In this regard, the first
encouraging signs were already visible in mid-June,
when President el-Sisi inaugurated one of the
various development projects, an integrated
livestock and dairy complex with a capacity of up to
5 000 cattle and a mechanised slaughterhouse with
a production capacity of 1.5 tonnes in Sadat city in
Menoufia Governorate (Asharg Al-Awsat, 2022).

Fiscal problems

In addition to the price boom in the global food
markets, the effects of the COVID-19 epidemic, the
unequal competitive conditions in the economy due
to the expansion of the army and the state, and the
failures of the Cairo leadership’s misguided
economic policies aggravate the unfolding crisis in
Egypt’s financial sector. The scale of the crisis is

9 According to relevant statistics, Egyptians consume 150—
180 kilograms of bread per person per year, well above
the global average of 70-80 kilograms. A shift to more
varied food groups would therefore not only have a
positive impact on the country's self-sufficiency but would
also provide an opportunity to reduce the high rates of
obesity closely linked to food subsidies and the
consumption of energy-dense foods. (Hendawi, 2021)
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clearly shown by the fact that the unemployment
rate reached 7.2% in 2022, while the number of
Egyptian workers abroad is falling and, as a result,
the volume of remittances they have been
sending.’® In addition, the country's external debt
has already reached $140 billion, and between the
end of January and the end of March 2022, some
S15 billion of so-called "hot money" - short-term,
high-yield foreign investment, mostly in the local
debt market - left the country (Saleh, 2022). In
addition, Egypt lost about $3 billion of foreign capital
in the period between the invasion that began on 24
February and 2 March alone (Al-Anani, 2022). The
country's current account deficit in the first nine
months of the 2021/2022 fiscal year (July-March)
was $13.6 billion, and the merchandise deficit
increased by $3 billion due to a $14.9 billion increase
in imports of goods (oil and non-oil) (Business Today
Egypt, 2022). Finally, the country's foreign exchange
reserves were reduced to $33.14 billion over the
course of seven months, which represented a 19%
decrease compared to 40.93 billion dollars at the
end of December 2021 (Correspondent, 2022). At
the same time, the Egyptian national currency hit an
all-time low in August, when more than 19 Egyptian
pounds were paid for one US dollar (Egypt
Independent, 2022c).

Because of the ongoing war, inflation was
rampant, reaching 14.7% in June 2022 compared to
5% in the same period of the previous year (El
Sirgany — El Wardani, 2022). Increased prices and
emerging economic uncertainty led to a reduction in
production and new orders, which particularly
affected energy, food, and raw materials producers
(Al-Monitor Staff, 2022).

Many have also criticised the huge cost of large-
scale projects at a time when the country has
already accumulated a huge debt. For example, the
procurement of a new $23 billion electric train, the
construction of the first single-track railway!! and
the long-distance "LRT", which cost €2.7 billion, were

10 Most recently, Kuwait announced in early August 2022
that it would lay off 250,000 Egyptian workers in
September 2022, followed by a further 500,000 in 2023.
The decision will have a serious impact not only on the
individuals concerned and their families, but also on the
Egyptian state, for which Egyptian money transfers from
the Gulf States represent a significant source of foreign
currency. By comparison, the value of remittances from
Egyptians working abroad reached $31.5 billion in 2021.
(Middle East Monitor, 2022)
V) Bombardier Transportation won the tender for the
railway project in May 2019. Under the contract, the
trains will be delivered between 2021 and 2024.
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seen as failures. To solve the funding problems in
this case, the Egyptian government has put forward
a proposal to name the new railway and metro
stations after wealthy individuals or municipalities
that have taken on the cost of building the
facilities.’> However, the initiative has met with a
mixed reception among the public. On the one hand,
despite the huge costs involved, many people have
already expressed their interest in participating in
the project, and the Ministry of Transportation,
which is responsible for its implementation, has
received substantial advances from businessmen
and private universities.!> On the other hand, the
move has also created some divisions in society, as
the practice of naming had until then been
associated with modern-day national and historical
symbols (Abdallah, 2022).

In response to the criticism and to mitigate the
negative effects, the government was forced to
postpone some large-scale national investments and
devalue its currency on 21 March. In addition, the
Central Bank raised interest rates for the first time
since 2017 to curb inflationary pressures and
growing financial problems (Al-Anani, 2022).
Immediately afterwards, it requested financial
assistance from the IMF - for the third time in six
years - so that Egypt was already one of the Fund's
biggest borrowers after Argentina (Saleh, 2022).
However, this will inevitably require the introduction
of further austerity measures and will make the
livelihoods of average Egyptian citizens even more
difficult. The government has therefore planned to
set up a $7.1 billion aid package, including wage
increases, in an attempt to limit the negative
impacts of rising prices on the local population
(Dudley, 2022).

The Gulf countries were keen to avoid a new
wave of anti-government protests in the most
populous Arab country as a result of the economic
downturn and food shortages, as it could easily
destabilise the region and trigger a series of events
similar to the Arab Spring of 2011. For this reason,
billions of dollars have been contributed to
stabilising Egypt's budget to replenish dwindling
Egyptian foreign reserves since February.!® The

12 By way of comparison, it costs about 6 million euros to
build a station, which private entrepreneurs or
municipalities have to pay in euros. (Abdallah, 2022)

13 Many stations already bear the names of Egyptian
businessmen, such as Ahmed Sweedy (owner of Sweedy
Electric) or Yassin Mansour (Chairman of Palm Hills Board
of Directors). (Ibid.)

14 The United Arab Emirates announced an investment
package of around $2 billion on 23 March, Qatar allocated
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financial support, however, did not come in the form
of loans or aid, but rather by increasing their
presence in the Egyptian market. For example, a
significant portion of the funds received from the
United Arab Emirates came in the form of
investments and acquisitions in large Egyptian
companies and financial institutions.’® The desire to
attract more foreign capital could intensify efforts to
privatise state-owned enterprises, including those
linked to the country's defence sector. This is also
favoured by the government, which plans to offer
shares in state-owned and military-owned
companies, including seven ports, for sale (El Sirgany
— EI Wardani, 2022). In addition, the Suez Canal
Authority has already increased transit tariffs in two
stages, especially for tankers transporting crude oil
and natural gas, resulting in historic record revenues
month after month.'® In addition, the government
wants to increase exports of natural gas to Europe to
replace Russian gas deliveries lost due to sanctions,
as well as to attract foreign investors to explore new
fields and to increase the exploitation of existing
ones (Al-Monitor Staff, 2022).

Situation of the tourism sector

The Russian-Ukrainian war is also having a severe
impact on the country's tourism sector, which
accounted for 12% of the country's GDP in 2018.%7
The sector has been severely damaged by the
pandemic, and it became a matter of survival to
reach the pre-pandemic level after restrictions were

S5 billion on 29 March, and Saudi Arabia also deposited S5
billion with the Central Bank of Egypt the following day.
(Dudley, 2022)
Vo The investments made by the Abu Dhabi-based ADQ
Investment Fund have involved key Egyptian business
players such as Fawry for Banking & Payment Technology
Services, Commercial International Bank, Abou Kir
Fertilizers & Chemical Industries, Misr Fertilizers
Production Company or Alexandria Container & Cargo
Handling Company. (Magdy, Mirette, 2022)
16 In July 2022, Suez Canal's revenues reached $704
million, thanks to a significant recovery in transit traffic for
various types of ships. The total net tonnage of water
transport amounted to 125.1 million tonnes, which
represents an increase of 18.2 percent compared to the
same period of the previous year. (Egypt Independent,
2022b)
17 In 2018, the number of tourists visiting Egypt was
estimated at 13 million. More importantly, the sector
provided around 2.9 million jobs. These impressive figures
were then significantly reduced by the impact of the
COVID-19 epidemic and the contribution of the Egyptian
travel and tourism sector to the country's GDP fell from
$32 billion (8.8%) in 2019 to $14.4 billion (3.8%) in just 12
months. (Allam, 2022)
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lifted. It was encouraging that Egypt had received
millions of tourists from Ukraine and Russia in
previous years, whose combined share reached one
third of all tourists at peak times. In addition, Russia
resumed direct flights to Hurghada and Sharm el-
Sheikh in August 2021, which were suspended in
2015.18 The latter played a significant role in the fact
that approximately 700,000 Russian tourists visited
Egypt in 2021 and another 125,000 in the first two
weeks of 2022.1° In addition, 1.6 million Ukrainian
tourists visited the Arab country in 2019, which
represented a 32% increase compared to the
previous year.’® Based on this, Egyptian authorities
did not rule out the possibility of up to 300-400,000
tourists a month spending longer or shorter periods
in the country in 2022 (Gomaa, 2022).

However, preliminary expectations were dashed
by the war in Ukraine. While the new arrivals of
Ukrainian tourists have virtually disappeared, the
first Russian tourists - only 300 people - did not
arrive until early April (Abu Zaid, 2022a). The
shortfall in expected guests played a significant role
in the drop in hotel occupancy in the Red Sea resorts
to 5% by the end of the first quarter of 2022 (Saleh,
2022). In addition, after the outbreak of the war,
some 20,000 Ukrainian tourists were stranded in
resorts due to the airspace closure. For them the
Egyptian leadership either assumed the costs of a
longer stay in Egyptian hotels or allowed them to
travel to one of the European state neighbouring
Ukraine, the cost of which was paid by the
government (Ayyad, 2022). To add to the problems,
several Russian and Ukrainian travel agencies have
accumulated substantial debts to their Egyptian
partners and hotels, the repayment of which has
become doubtful (Mounir, 2022).

18 Moscow introduced a ban on direct charter flights to
and from tourist destinations in Egypt when the Russian
Metrojet Airbus A321-231 crashed over the Sinai
Peninsula on October 31, 2015, after taking off from
Sharm el-Sheikh. All 224 people on board were killed in
the Islamic State terrorist attack. (France 24, 2015)

19 But the hundreds of thousands of Russian tourists were
still only a fraction of the 3 million who visited the country
in 2014 alone. (Saied, 2022b)

20 According to the Ukrainian Embassy in Cairo, "only"
727,000 Ukrainian tourists visited Egypt in 2020, which
represented 21% of all foreign tourists that vyear.
However, this number started to rise again in 2021,
reaching 1.46 million people, according to the Ukrainian
State Tourism Agency. (Egypt Independent, 2022a;
Mounir, 2022)
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Responding to the absence of Russian and
Ukrainian tourists, the Egyptian government
extended its Regular and Low-Cost Charter Flights
Incentive Program to provide financial support to
airlines at the end of March, and introduced a tourist
visa facilitation package in early April to ease the
entry of visitors.”® They also called for the
resumption of international flights suspended due to
COVID-19 restrictions, an increase in the number of
flights previously suspended, and the launch of new
direct scheduled and charter flights. In addition, the
Ministry of Tourism has conducted an effective
promotional campaign on social media to boost
domestic tourism and attract foreign Vvisitors,
especially from Western Europe and the Arab Gulf
region.??

The Egyptian efforts have been successful and, in
this respect, have succeeded in compensating for
the negative effects of the Russian-Ukrainian war
with tourists from other nations. This was illustrated
by the fact that the country's tourism receipts for
the period from July 2021 to the end of March 2022
increased to around $8.2 billion, compared to
around S$3.1 billion in the same period of the
previous fiscal year (Egypt Today Staff, 2022). In
addition, the unfolding debate in the European
Union about banning Russian tourists from European
countries could further increase Russian citizens'
interest in Egypt, which could become one of the
most important destinations for Russian tourists for
years if the Ukrainian proposal is adopted (AFP,
2022).

The domestic political risks of the
current crisis

As a result of the current economic crisis, the
purchasing power of Egyptian households at all
income levels has fallen spectacularly, which does
not rule out the possibility of unrest. From a political
point of view, ensuring a balanced bread supply has
been the cornerstone of the regime's stability since
the 1952 Free Officers' Revolution. It is a particularly
sensitive issue today, with around half of the

21 Under the introduced visa facilitation, foreigners
arriving in the country were granted emergency entry
visas at the various arrival terminals if they held entry
visas for Japan, Canada, Australia, New Zealand, the
United States, the United Kingdom, and Schengen
countries. (Saied, 2022b)

22 In addition to the above, in the long-term vision of the
Ministry of Tourism, it wanted to place great emphasis on
its appearance in Latin America, East Asia, and the Gulf
States, which are still unknown or new tourist markets for
Egypt. (Saied, 2022b)
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population living at or below the poverty line. This is
borne out by experience, which shows that civilians
tend to react in a highly sensitive and often
unpredictable way to changes in food subsidies, as
demonstrated by the deadly riots that erupted
across the country in 1977 over cuts to bread
subsidies,”®> the collapse of former President
Mubarak's 30-year rule in 2011,%* and the small-
scale protests in several Egyptian cities in March
2017, among other events (Jyoti Das, 2022).

Although Egyptians have shown little inclination
for major unrest since the Arab Spring, they have
nonetheless taken to social media more frequently
in recent months to express their anger against the
government, particularly over the rising prices of
public transportation, fuel, food, and basic goods. In
a warning sign, new Facebook groups have
mushroomed on social networks in response to
import restrictions and the devaluation of the local
currency, and protests have already taken place over
delays in the delivery of new cars (El Sirgany — El
Wardani, 2022). Rising utility bills have also caused
growing discontent, especially after the government
even imposed restrictions on household supplies to
boost energy exports and foreign exchange reserves
(Aboualabbas, 2022).

The leading global Credit Rating Agency Moody's
also warned of social and political risks when it
downgraded Egypt's economic outlook from stable
to negative in May. The concerns are shared at the
highest levels by the Egyptian leadership. This was
demonstrated, inter alia, when President Abdel-
Fattah el-Sisi initiated a national dialogue with
opposition  figures. The latter represents a
fundamental change from the practice of recent
years, which has seen a crackdown on dissent by the
authorities and the imprisonment of thousands of
people (El Sirgany — El Wardani, 2022).

Despite the difficult economic situation and
expected further austerity measures, analysts do not
expect a widespread wave of protests in the country.
They stress, however, that the failure to do so will
depend not only on effective preventive measures
by the Egyptian security forces, but also on the
government's plans to expand social spending and
maintain commodity subsidies (Yousef, 2022).

23 The infamous 1977 "bread riots" were triggered by the
introduction of IMF-mandated subsidy cuts for wheat
flour, cooking oil and other basic foodstuffs. The riots
proved so serious that President Anwar al-Sadat was
forced to use the army to quell them.

24 "Bread, freedom, social justice" was one of the crowd's
most frequently sounded slogans during the 2011 protests

in Egypt.
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Conclusion

Egypt's role is considered crucial in ensuring
stability in the Middle East and Africa. The United
States, as well as the Arab state's allies in Europe
and the Gulf region, are therefore likely to do their
utmost in the economic and financial field to avoid
risks, such as a debt crisis or currency shock, that
could lead to a domestic political crisis. For this
reason, Cairo must first and foremost find an
effective solution to the looming food crisis. The
challenge is compounded by the loss of dominant
Ukrainian and Russian suppliers and the search for
new exporters, as well as the unpredictable adverse
natural impacts of the worsening global climate
crisis. Concerns are also exacerbated by the
potential consequences of the Great Ethiopian
Renaissance Dam being built on the Blue Nile on the
ecosystem, especially on the agricultural areas
located downstream. Failure to guarantee essential
food security for any of these reasons could lead to
inequalities that could result in mass migration,
famine or even insurgency, and could intensify the
region's latent economic and political problems.
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