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I. Introduction

Egypt has one of the largest military forces in the Middle East and North
Africa (MENA) and the largest inventory of major weapons in the region.
Amid a growing perception of intensified domestic and regional security
threats, Egypt, under President Abdel Fattah al-Sisi, has made considerable
investments to modernize and train its armed forces. However, based on the
official figures provided by the government, Egypt’s military expenditure
averaged a comparatively moderate, by regional standards, US$3.8 billion
annually over the past decade. Egypt thus appears to have one of the lowest
levels of military spending in MENA: based on its official figures, in 2019
Egypt had the ninth-highest spending among the 14 countries in the region
for which data is available.!

Between 2010 and 2019 Egypt’s arms acquisitions increased significantly
compared with the previous decade (i.e. 2000-2009). It also launched
several military operations in the Sinai peninsula. At the same time, Egypt’s
official figures showed an overall real-terms decrease in its military budget.
Although it is not always feasible to assess Egypt’s disaggregated military
spending, this background paper aims to review Egypt’s official military
expenditure figures over the decade 2010-19 to obtain a clearer picture of
the level of financial resources Egypt dedicates to military issues.

Previous studies have discussed the scale of resources absorbed by the
military in Egypt, but these studies focused on understanding the drivers
of total military spending, rather than examining the figures themselves.?
This paper fills this gap by investigating the uncertainties of the underlying
military spending data. Taking the Stockholm International Peace Research
Institute’s (SIPRI) comprehensive definition of military expenditure as a
guideline, the paper explores different elements of military expenditurein the
context of Egypt. It aims to answer the following questions: what elements of

L SIPRI reported estimates of military spending for 14 of the 19 countries in the Middle East and
North Africain2019: Algeria, Bahrain, Egypt, Iran,Iraq, Israel, Jordan, Kuwait, Lebanon, Morocco,
Oman, Tunisia, Turkey and Saudi Arabia. Estimates cannot be made for 5 states: Libya, Qatar, Syria,
the United Arab Emirates (UAE) and Yemen. SIPRI Military Expenditure Database, <https://www.
sipri.org/databases/milex>.

2See e.g. Abu-Qarn, A. S. et al., “The demand for military spending in Egypt’, Defence and Peace
Economics, vol. 25, no. 3 (2014), pp. 231-45; and Alij, H. E., ‘Military expenditures and human
development: Guns and butter arguments revisited: A case study from Egypt’, Peace Economics,
Peace Science and Public Policy, vol.17,no.1 (2011).

*This work is funded by the Swedish Ministry for Foreign Affairs.

SUMMARY

® Egypthasone of the largest
military forces and inventories
of major weapons in the Middle
East and North Africa (MENA).
However, based on the official
figures provided by the govern-
ment, Egypt’s military expendi-
ture averaged a comparatively
moderate, by regional stand-
ards, US$3.8 billion annually
over the past decade. Egypt
thus appears to have one of

the lowest levels of military
spendingin MENA.

This background paper
provides an in-depth explor-
ation of the official military
spending figures for Egypt.
Through analysis of primary
and secondary sources, it high-
lights gaps and shortcomings in
the datareported by the
Egyptian Government. By
mapping and examining a
comprehensive list of Egypt’s
arms procurement deals
between 2000 and 2019, it also
shows that the growing number
of arms acquisitions apparently
had no impact on the level of
military spending officially
reported by Egypt over the
most recent decade.

The paper also identifies one
additional spending category
that could beincluded in an
estimate of Egypt’s military
expenditure: costs related to
specific activities of Egypt’s
paramilitary forces.

The issues regarding the lack
of comprehensive official data
onmilitary spending raised in
the paper can be resolved only
through promoting trans-
parency in military budgeting
in Egypt.



2 SIPRI BACKGROUND PAPER

military expenditure are financed through Egypt’s official military budget?
Are some items of military spending excluded? If so, can additional data for
these itemsbe obtained? The background paper also highlights whether there
are indications that off-budget sources in Egypt fund military expenditure.
By providing a better understanding of the level of financial resources Egypt
dedicates to its military, this research aims to input into broader efforts to
improve transparency in military matters in MENA.

To facilitate the tracking of military spending in Egypt, the various
elements of military expenditure are first described (section II). The next
step to understanding the nature of Egypt’s military spending requires
context: over time, by describing trends in the official military budget figures
since 2010; and geographically, by comparing it with other countries in
MENA (section III). A further step is to examine Egypt’s national reporting
of military spending to identify the elements of military expenditure that
are reported and financed through Egypt’s military budget and those which
are not (section IV). The latter includes spending on Egypt’s paramilitary
force, which is under the authority of the Ministry of Interior (section V).
The paper continues (in section VI) by analysing another element of military
expenditure—spending on arms procurement. By mapping and examining
a comprehensive list of Egypt’s arms acquisition deals over the past two
decades (i.e. 2000-2009 and 2010-19), the section aims to show that the
growing number of arms acquisitions apparently had little to no impact on
the levels of military spending reported in Egypt’s official military budget
over the past decade. Section VII explores possible off-budget sources of
funding and section VIII presents the paper’s key conclusions.

I1. Definitions, methods and sources
Defining military expenditure

To provide an easily identifiable measure of the scale of resources absorbed
by the military, SIPRI provides annual figures on military spending levels of
169 countries, with historical coverage for the majority of states going back
to 1988. To make these estimates, SIPRI collects government documents
that include data on actual spending or the budget for those activities that
fit within SIPRI’s definition of military spending. SIPRI has adopted a con-
sistent definition of military expenditure for all countries. Where possible,
SIPRImilitary expenditure dataincludes all current and capital expenditure
on (a) the armed forces; (b) defence ministries and other government agencies
engaged in defence projects; (c) military space activities; and (d) paramilitary
forces. This should include expenditure on personnel, including salaries
of military and civil personnel, pensions of military personnel, and social
services for personnel; procurement (expenditure for military equipment);
operations and maintenance; military research and development (R&D); and
military aid (in the military expenditure of the donor country).?

Spending on paramilitary forces is not always considered to be military
expenditure by governments. SIPRI considers it to be part of military
expenditure if the forces, which often have a dual military and public order

3 SIPRI Military Expenditure Database, ‘Sources and methods’, [n.d.].


https://www.sipri.org/databases/milex/sources-and-methods
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role, are trained and equipped for military operations and can contribute to
military activities.* Spending on such forces is included in military expendi-
ture regardless of whether it is funded through the Ministry of Defence or
another ministry. Thus, for example, expenditure on China’s People’s Armed
Police, Morocco’s Gendarmerie and Russia’s National Guard is included in
SIPRI’s military expenditure calculations for these countries. Similarly,
North Atlantic Treaty Organization (NATO) countries report their ‘defence
expenditure’ on ‘other forces’, even if they are financed through the budgets
of ministries other than the Ministry of Defence.®

The case of Egypt

As a general rule, SIPRI takes national data to be accurate until there is
convincing information to the contrary. To estimate military spending for
Egypt, SIPRI uses the official data from the state budget reported by the
Egyptian Ministry of Finance. Detailed administrative reports on resource
allocations and government expenditure by function and other classifi-
cations are publicly available (in Arabic) through the Ministry of Finance’s
electronic archive.®

Using primary and secondary open sources in Arabic and English, this
paper examines the composition of Egypt’s military spending. This includes
(@) spending on ‘defence and national security’, which currently constitutes
SIPRI’s military spending figures for Egypt; and (b) spending

on paramilitary forces—the Central Security Forces (CSF).  Based onits official figures, in 2019

Egypt’s spending on paramilitary forces is not included in
SIPRI’s current calculation of Egypt’s military spending
due to the impossibility of making an accurate estimate.

Egypt had the ninth-highest military
spending among the 14 countries in

Nevertheless, it needs to be carefully assessed for a better =~ MENA for which datais available

understanding of military expenditure trends in Egypt

(see section V). The spending figures for both elements (i.e. ‘defence and
national security’ and paramilitary forces) are taken from the state budget.
The data discussed in this paper is for budgeted expenditure, not for actual
expenditure, which can differ from budgeted spending.

To make comparisons of military spending between different countries,
this paper uses military expenditure figures in United States dollars pre-
sented on a calendar-year basis. To examine national reporting of Egypt’s
official military budget, as well as spending on paramilitary forces, this study
uses data in Egyptian pounds and US dollars on a financial-year (July-June)
basis. As some of the main budget items (e.g. salaries) are probably allocated
in local currency, while others may involve allocations in foreign currency
(e.g. imports of military and non-military equipment), trends in Egypt’s
official military budgets over time (2010/11-2019/20) are assessed in both
Egyptian pounds and US dollars in nominal and real (adjusted for inflation)
terms.

4Pperlo-Freeman, S., ‘Monitoring military expenditure’, SIPRI Backgrounder, 11 Jan. 2017; and
SIPRI Military Expenditure Database (note 3).

5 NATO, ‘Defence expenditure of NATO countries (2013-2019)’, Press release, 29 Nov. 2019, p. 15.

6 Egyptian Ministry of Finance’s electronic archive, accessed July 2020.


https://www.sipri.org/commentary/topical-backgrounder/2017/monitoring-military-expenditure
https://www.nato.int/nato_static_fl2014/assets/pdf/pdf_2019_11/20191129_pr-2019-123-en.pdf
http://www.mof.gov.eg/MOFGallerySource/Forms/AllItems.aspx?RootFolder=%2fMOFGallerySource%2fArabic%2fbudget2019%2d2020&FolderCTID=&View=%7b02CD0A16%2d1133%2d4BB6%2d88C7%2d2ED015476647%7d
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Table 1. Egypt’s official budget for defence and national security, financial years 2010/11-2019/20

Currency units are in billions (b.). Figures in US dollars are based on SIPRI’s calculations. Constant prices are based on 2018 prices.
‘Change’ indicates the percentage change from the preceding financial year.

Financial year (July-June)

2010/11  2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19 2019/20
Egyptian pounds, 25.4 255 27.5 30.9 39.3 43.2 47.1 51.9 59.4 66.3
current prices (b.)
Change (%) 0.3 8.1 12 27 10 9.1 10 15 12
Egyptian pounds, 70.9 64.6 65.2 67.0 77.2 76.9 73.8 62.7 59.4 58.3
constant prices (b.)
Change (%) -8.9 0.9 2.7 15 -0.3 -4.1 =15 =53 S50
US$, current prices (b.) 4.5 43 4.5 4.5 5.5 5.6 4.7 2.9 3.3 4.0
Change (%) -5.0 5.9 -0.9 23 1.2 -16 -38 15 18
US$, constant prices (b.) 4.0 3.6 3.7 3.8 4.3 4.3 4.1 3.5 3.3 3.3
Change (%) -8.9 0.9 2.7 15 =& -4.1 =15 =53 -1.9

Source: Egyptian Ministry of Finance, State Budget, Administration Balance, various years.

IT1. Egyptian military spending in economic and regional
contexts

Trends in Egypt’s official military budget, 2010/11-2019/20

In nominal terms, there was a visible upward trend in Egypt’s officially
reported military spending in Egyptian pounds over the period 2010/11-
2019/20 (see table 1).” In 2019/20 Egypt’s nominal military budget was
161 per cent higher than in 2010/11. Over the 10-year period, annual levels
of nominal growth ranged between 0.3 and 27 per cent, with the largest
increase occurring between financial years 2013/14 and 2014/15. The
nominal growth in spending was probably mainly due to increased spend-
ing on salaries. Military salaries have reportedly increased several times
since 2010.8 However, the overall nominal increases in military spending
were cancelled out by high inflation rates—inflation fluctuated between
6.9 and 24 per cent between 2010/11 and 2019/20.° Three consecutive years
of real-terms growth from 2012/13 were followed by five consecutive years
of real-terms decline from 2015/16 (see table 1). Thus, nine years of apparent
growth in nominal terms from 2011/12 was in real terms an 18 per cent drop
in spending by the end of the decade. The figures in US dollars nominal prices
show a different trend due to the significant devaluation of the Egyptian
pound (see figure 1). This currency devaluation made imported (military)
goods and services more costly in US dollars.

The overall decline in real terms of the official military budget over the
2010s is puzzling, especially given Egypt’s reported strengthening of its
military efforts to combat terrorism, and its large-scale acquisitions of

7 Egyptian Ministry of Finance’s electronic archive (note 6), State Budget, various years.

8 Al-Taher, I, [Learn about the salaries of Egyptian army officers ... what are they spending on,
Arabi2l, 7 Nov. 2016 (in Arabic); and Middle East Monitor, ‘Sisi increases military pensions for the
sixth time’, 16 June 2017.

9 International Monetary Fund (IMF), ‘Egypt: Inflation rate, average consumer prices’, IMF
DataMapper.


http://www.mof.gov.eg/MOFGallerySource/Forms/AllItems.aspx?RootFolder=%2fMOFGallerySource%2fArabic%2fbudget2019%2d2020&FolderCTID=&View=%7b02CD0A16%2d1133%2d4BB6%2d88C7%2d2ED015476647%7d
https://arabi21.com/story/958834/%D8%AA%D8%B9%D8%B1%D9%81-%D8%B9%D9%84%D9%89-%D8%B1%D9%88%D8%A7%D8%AA%D8%A8-%D8%B6%D8%A8%D8%A7%D8%B7-%D8%A7%D9%84%D8%AC%D9%8A%D8%B4-%D8%A7%D9%84%D9%85%D8%B5%D8%B1%D9%8A-%D9%88%D9%81%D9%8A%D9%85%D8%A7-%D9%8A%D9%86%D9%81%D9%82%D9%88%D9%86%D9%87%D8%A7
https://www.middleeastmonitor.com/20170616-sisi-increases-military-pensions-for-the-sixth-time/
https://www.middleeastmonitor.com/20170616-sisi-increases-military-pensions-for-the-sixth-time/
https://www.imf.org/external/datamapper/PCPIPCH@WEO/EGY?zoom=EGY&highlight=EGY
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Figure 1. Egypt’s official budget for defence and national security, financial years 2010/11-2019/20

Notes: Egypt’s financial year runs from July to June.
Percentages indicate the change from the preceding financial year.

Source: Ministry of Finance State Budget, Administration Balance, various years.

military equipment (see section VI). The overall decrease in Egypt’s officially
reported military budgets along with the growing military expenditure of
other countries in the region resulted in Egypt appearing to become one of
the smallest military spenders in MENA by 2019.

Egypt’s military spending against the regional backdrop

MENA is undergoing rapid militarization with nearly all MENA states
directly or indirectly involved in regional conflicts while simultaneously
accumulating major arms. In 2019 the combined military expenditure
of MENA countries for which data is available totalled an estimated
$162 billion. Of this, Egyptian military spending accounted for 2.3 per cent
of the total, ranking it ninth in the region. Amid long-standing conflicts and
rivalries in the region, growing threat perceptions and terrorist activities,
12 of the region’s countries were known to have increased their military
spending between 2010 and 2019, half of those by more than 30 per cent.
However, according to official goverment data, Egypt’s military expenditure
fell in real terms over the period.

In 2019 Egypt’s military burden—that is, military expenditure as a share
of gross domestic product (GDP)—and the ratio of its military spending to
government spending as a whole appeared to be the lowest of any state in
the region (see table 2). In 2019 MENA had the highest military burden of
any region in the world, with military spending of states in MENA averaging
4.4 per cent of GDP. Moreover, 7 of the 10 countries with the highest mili-
tary burdens in the world in 2019 are located in MENA. In contrast, based
on its official figures, Egypt apparently had the lowest military burden in the
region, at 1.2 per cent of GDP (see figure 2). While all other countries in the
region dedicated more than 7.0 per cent of their government spending to the
military in 2019, Egypt’s official figures suggest that its military expenditure
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Table 2. Key military spending statistics and military personnel numbers for countries in the Middle East and North

Africa, 2019¢

GDP = gross domestic product.

4 For which data is available.

Countries are ordered by size of military spending (in descending order). Spending figures are in millions (m.) of US dollars.

b Figures for military spending as a share of government spending are for calendar years, except for Egypt, Iran and Kuwait where

figures for financial years are used.

Sources: SIPRI Military Expenditure Database, Apr. 2020; and International Institute for Strategic Studies, The Military Balance

2020 (Routledge: London, 2020).

as a percentage of government spending was the lowest in the region, at
4.2 per cent in 2019.

Thus, based on official national reporting, Egypt not only had the lowest
military budget and burden in MENA in 2019 but was also one of only two
countries in the region that did not increase official military spending
between 2010 and 2019 (the other being Iran, which was under an arms
embargo during the period). These figures are difficult to reconcile given
that the number of Egyptian active and reserve military personnel is one of
the highest in the region, and, like many MENA states, Egypt is involved in
military operations and is engaged in major arms acquisitions that would
arguably require a sustained high level of resources.l® This raises the
question: are all of Egypt’s military-related expenses reported in its official
military spending? One part of the answer lies in an examination of the
reported military spending figures.

IV. ‘Defence and national security” Budget composition

The analysis of Egypt’s military expenditure requires an examination of
the composition and the structure of data reported in the official military

10gee e.g. Bisaccio, D., ‘Egypt, Italy in talks on possible FREMM buy’, Defence and Security
Monitor, 5 Feb. 2020.


https://dsm.forecastinternational.com/wordpress/2020/02/05/egypt-italy-in-talks-on-possible-fremm-buy/
https://www.sipri.org/databases/milex
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Figure 2. Military spending as a share of gross domestic product (GDP) for countries in the Middle East and North

Africa, 2019
UAE = United Arab Emirates.
Source: SIPRI Military Expenditure Database, Apr. 2020.

budget. This analysis helps to identify what elements of military spending
are disclosed in the official military budget. Egypt reports its military budget
figures under the line item ‘defence and national security’. For this category
two different but mutually supportive sets of data can be found: (a) by entity
(e.g. the Ministry of Military Production), and (b) by component (e.g. wages
and compensation of employees).

The first data set lists spending by entities under Egypt’s ‘defence and
national security’ budget line (see table 3). It shows that the Egyptian Office
of the Ministry of Defence accounts for 99.5 per cent of the total budget
on ‘defence and national security’. Given their low percentage share of the
total, the figures for other entities engaged in defence and national secu-
rity seem to show administrative spending. The basis for this observation
is strengthened by the second data set (see table 4), which shows that the
budget component ‘wages and compensation of employees’ accounts for only
0.3 per cent of the total ‘defence and national security’ figures, clearly exclud-
ing wages of the armed forces. In addition, the component ‘purchase of goods
and services’, which accounts for 0.1 per cent of the total, also seems to relate
specifically to the costs of the administrative part of ‘defence and national
security’ and appears to exclude procurement of goods and services for the
armed forces. This observation seems reasonable given Egypt’s outstanding


https://www.sipri.org/databases/milex
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Table 3. Egypt’s official budget for defence and national security: Disaggregated data by entity, financial years

2015/16-2019/20

Spending figures are in millions (m.) of Egyptian pounds at current prices. Budget items are ordered by percentage share of total in

2019/20 (in ascending order).

Spending, Spending, Spending, Spending, Spending, Share oftotal

Budget item (entity) 2015/16 2016/17 2017/18 2018/19 2019/20 in 2019/20 (%)

Central sector of military training 9.3 9.7 11.5 12.9 14.2 0.02
facilities, ammunition and missile tests?

General Secretariat of the National 2.5 13.8 21.8 17.1 0.03
Security

General Secretariat of the National 21.5 24.1 29.7 33.4 0.05
Defence Council

Training sector 75.6 82.6 92.2 98.0 104 0.16

Administration of the Ministry of 186 135 148 179 139 0.21
Military Production

Office of the Ministry of Defence 42918 46 869 51 569 59 022 66 035 99.54

Reported total 43 190 47 120 51 859 59 363 66 342 100

..=datanot available or not applicable.

Note: Egypt’s financial year runs from July to June.

4 Prior to 2016: Central sector of military training facilities.

Source: Egyptian Ministry of Finance, State Budget, Administration Balance, various years.

arms procurement deals, spending on which should normally be part of the
military budget. In turn, spending on wages of the armed forces and mili-
tary goods and services should be part of the item ‘Office of the Ministry
of Defence’ when reviewing the data set (@) and ‘other expenses’ in the data
set (b).

The item ‘Office of the Ministry of Defence’ includes the budget of the
armed forces. In addition, this item probably includes the budgets of
Ministry of Defence services such as transport and medical services.!!
At least 60 per cent of the item is believed to be allocated to salaries and
compensation (but it probably does not include military pensions).!? This
means that the remaining 40 per cent should theoretically include other
military-related expenses such as spending on other recurrent costs (e.g.
consumables), military infrastructure and facilities maintenance, equip-
ment procurement—including arms imports and technical support—and
military R&D.!® However, it is nearly impossible to identify what elements
are funded through this remaining 40 per cent due to the lack of publicly
available information on military-related issues in Egypt.

11 Egyptian Ministry of Defence, [News of the Egyptian Armed Forces], 29 Dec. 2019 (in Arabic);
and Sayigh, Y., Carnegie Middle East Center, Owners of the Republic: An Anatomy of Egypt’s Military
Economy (Carnegie Endowment for International Peace: Washington, DC, 2019), p. 92.

12 Gaub, F. and Stanley-Lockman, Z., ‘Defence industries in Arab states: Players and strategies’,
European Union Institute for Security Studies, Paper no. 141, Mar. 2017, p. 22; and Abo Alabass, B.,
‘Egyptmilitary budgetallocations toreach LE31bnin 2013/14: Source’, Ahram Online, 29 May 2013.

13 STPRI Military Expenditure Database (note 3); and Sayigh (note 11), p. 300.


https://www.mod.gov.eg/ModWebSite/NewsDetailsAr.aspx?id=39082
https://carnegieendowment.org/files/Sayigh-Egypt_full_final2.pdf
https://carnegieendowment.org/files/Sayigh-Egypt_full_final2.pdf
https://www.iss.europa.eu/sites/default/files/EUISSFiles/CP_141_Arab_Defence.pdf
http://english.ahram.org.eg/News/72493.aspx

UNDERSTANDING EGYPTIAN MILITARY EXPENDITURE 9 CO00000000000

Table 4. Egypt’s official budget for defence and national security: Disaggregated data by component, financial years
2015/16-2019/20

Spending figures are in millions (m.) of Egyptian pounds at current prices. Budget items are ordered by monetary value (in
ascending order).

Note: Egypt’s financial year runs from July to June.

Source: Egyptian Ministry of Finance, State Budget, Administration Balance, various years.

V. Outside Egypt’s military budget: Egypt’s spending on
paramilitary forces

In the case of Egypt, some expenditure outside the main Egyptian military
budget has a direct bearing on Egypt’s military expenditure, for example,
spending on the CSF—Egypt’s paramilitary forces. The structure and the
reported role of some of the units of the CSF provide evidence that some
of the costs of Egypt’s paramilitary forces should be counted as Egyptian
military expenditure. While it is important to provide an estimate of the CSF
budget, it is necessary to note that the overall budget of the CSF should not be
counted towards military spending, as most of its duties still relate to public
order.

The Central Security Forces

The CSF is an internal security force categorized by the Egyptian Govern-
ment as paramilitary troops.!* It is under the authority of the Ministry of
Interior and consists of a total of 325 000 personnel, including conscripts.
The CSF’s paramilitary role is illustrated by the dual military and public
order nature of its structure, tasks and duties.!® Some CSF units are equipped
with batons and shields, while other units are armed with assault rifles and
trained to operate armoured vehicles of various types, suited to both police

14 Cairo Governorate, [The security apparatus (establishment)], [n.d.] (in Arabic).
15 Cairo Governorate (note 14); and Fathy Abdel Aal, M., [Central Security Soldiers: A helmet,
shield and free death (an investigation)], Al-Masry Al-Youm, 17 Jan. 2013 (in Arabic).


http://www.cairo.gov.eg/ar/Imp%20Information/Police_and_Traffic/Pages/more_nabza_elshorta.aspx?ID=5
https://www.almasryalyoum.com/news/details/282653
https://www.almasryalyoum.com/news/details/282653
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Table 5. Estimated spending on Egyptian Central Security Forces, financial years 2015/16-2019/20

Spending figures are in billions (b.) of Egyptian pounds, at current prices. The CSF’s budget figures are SIPRI estimates.

Spending, Spending, Spending, Spending, Spending,
2015/16 2016/17 2017/18 2018/19 2019/20
Total budget of security and police 22.4 24.3 26.1 30.0 32.3
department
Wages and compensation of employees  20.3 22.1 23.3 26.3 28.2
Wages and compensation of employees 91 91 89 88 87
as a share of total (%)
Estimated budget for the CSF 10.2 11.0 11.7 13.2 14.1

CSF = Central Security Forces.

Source: Egyptian Ministry of Finance, State Budget, Administration Balance, various years.

and military missions.!¢ The CSF is reportedly trained to maintain public
order and to assure its readiness ‘to face emergency events that attempt to
disruptthe security and stability of the homeland’.” In addition, the Ministry
of Interior has praised the role of the CSF in the north of the Sinai peninsula,
pointing to the existence of a special training system for some units.18

The main non-military mission of the CSF includes providing assistance to
law enforcement services in maintaining public security and crowd and riot
control.1® Paramilitary tasks of the CSF include guarding and securing key
infrastructure facilities in coordination with the Egyptian armed forces.2?
In addition, the CSF has been assigned to provide assistance to the Egyptian
armed forces in domestic military operations in the Sinai peninsula (see
below).

Until 2014 the CSF was generally considered to be a poorly trained force
of anti-riot troops tasked with helping the government and the armed forces
to deal with growing unrest and public disorder. However, even before 2014,
the CSF had been involved in small domestic counterterrorism campaigns
against Islamist insurgents.?! Since 2014 the role of at least some units of the
CSF seems to have evolved. Counterterrorism campaigns have become more
intensive and have often turned into large-scale domestic military oper-
ationsinvolving the armed forces.?2 According to the Ministry of Interior, the

16 International Institute for Strategic Studies, ‘Middle East and North Africa’, The Military
Balance 2020 (Routledge: London, 2020), p. 338; and Egyptian Ministry of Interior, [Preparations
ofthe Central Security Forces to secure the celebrations of the Egyptian New Year and Christmas],
YouTube, 27 Dec. 2017 (in Arabic).

17 Omran, A., [Photos: The fourth stage of the Central Security Forces training plan has finished],
Al-Ahram Gate, 8 Nov. 2016 (in Arabic).

18 Abdel Radi, M., [The Egyptian Minister of Interior honours the heroes of the Central Security
Forces], Youm7, 31 Aug. 2018 (in Arabic).

19 Cairo Governorate (note 14).

20 state Information Service, 10000 police troops, 230 combat squads to secure new Suez Canal
inauguration’,4 Aug.2015; MadaMasr, ‘Security forces trainto protect polling stations’, 10 Jan. 2014;
Egyptian Ministry of Defence, [The Armed Forces and the Ministry of Interior increase security
patrolsto secure the celebration of the New Year], 29 Dec. 2017 (in Arabic); Australian Government,
Department of Foreign Affairs and Trade (DFAT), DFAT Country Information Report: Egypt (DFAT:
Canberra, 17 June 2019), p. 40; and US Department of State, 2016 country reports on human rights
practices: Egypt’, 3 Mar. 2017, Section 1(d).

21 wikiLeaks, ‘Re: Discussion: Security forces’, 10 Oct. 2012.

22 3pringborg, R. and Williams, F. C. P., “The Egyptian military: A slumbering giant awakes’,
Carnegie Middle East Center, 28 Feb. 2019.


https://www.youtube.com/watch?v=-19IZYz7JeE
https://www.youtube.com/watch?v=-19IZYz7JeE
http://gate.ahram.org.eg/News/1297061.aspx
https://www.youm7.com/story/2018/8/31/وزير-الداخلية-يكرم-أبطال-الأمن-المركزى-ويؤكد-تضحياتنا-مستمرة-والأداء/3931845
https://www.youm7.com/story/2018/8/31/وزير-الداخلية-يكرم-أبطال-الأمن-المركزى-ويؤكد-تضحياتنا-مستمرة-والأداء/3931845
https://www.sis.gov.eg/Story/95643/10000-police-troops%2c-230-combat-squads-to-secure-new-Suez-Canal-inauguration?lang=en-us
https://www.sis.gov.eg/Story/95643/10000-police-troops%2c-230-combat-squads-to-secure-new-Suez-Canal-inauguration?lang=en-us
https://madamasr.com/en/2014/01/10/news/u/security-forces-train-to-protect-polling-stations/
https://www.youtube.com/watch?v=6tBx9Aw2bOs
https://www.youtube.com/watch?v=6tBx9Aw2bOs
https://www.dfat.gov.au/sites/default/files/country-information-report-egypt.pdf
https://www.refworld.org/docid/58ec8a4113.html
https://www.refworld.org/docid/58ec8a4113.html
https://wikileaks.org/gifiles/docs/11/1104298_re-discussion-security-forces-.html
https://carnegie-mec.org/2019/02/28/egyptian-military-slumbering-giant-awakes-pub-78238
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Ministry of Defence and numerous local media outlets, several units of the
CSF have participated in large-scale military operations inside Egypt.23 The
CSFhassupported the Egyptianarmed forcesin domestic military operations
against armed groups affiliated to the Islamic State, which are perceived
by Egypt to be state-based adversaries undermining national security.? In
particular, several units of the CSF have reportedly participated in major
military operations in the Sinai peninsula, acting jointly with the Egyptian
armed forces and other national and territorial bodies.?> More specifically,
‘Operation Martyr’s Right’ and ‘Sinai 2018’, two ‘comprehensive’ military
operations launched against the Islamic State-affiliated armed groups in
northern and central Sinai in 2015 and 2018, respectively, have reportedly
involved all components of the Egyptian armed forces, as well as the CSF.2¢

Spending on the paramilitary forces

Taking into account the reported structure, recent tasks and activities of
the CSF, SIPRI could include spending on the CSF in Egypt’s total military
spending. However, this would only apply to the units involved in military
activities in the Sinai peninsula. In the Egyptian context, ‘military activities’
refer to domestic military operations aimed at protecting the state against
the use of violent means by organized non-state groups within the country,
in order to secure territorial integrity. Given the lack of transparency in
spending, it is only possible to make a rough estimate of Egypt’s spending
on all the units of the CSF. An estimate, based on an analysis of the available
information from the state budget, is set out below and in table 5. However,
this estimate clearly overstates expenditure on the Egyptian paramilitary. A
more accurate evaluation would require further disaggregation to indicate
what share of CSF resources is allocated to its military-related activities. This
additional step, which would help to provide a more reliable estimate, cannot
be undertaken at this stage because of the lack of necessary information.
Asthe CSFisunder the authority of the Ministry of Interior, the CSF budget
is probably part of the ‘security and police department’ budget item listed
under the ‘public order and public safety affairs’ category in the state budget.
Considering that almost 90 per cent of the ‘security and police department’
budget is allocated to staff salaries (‘wages and compensation of employees”)
and that the CSF is almost equal in size to the estimated size of the Egyptian

23 Egyptian Ministry of Defence, [Results of the 13-day comprehensive operation “The right of
the martyr’], YouTube, 19 Sep. 2015 (in Arabic); Abdel Radi (note 18); and Ahram Online, ‘Egyptian
ministers visit troops in restive North Sinai’, 15 Feb. 2015.

241nternational Institute for Strategic Studies (IISS), Armed Conflict Survey 2019 (Routledge:
Abingdon, 2019); Kistemaker, B., ‘Resilient Sinai insurgency and worsening socio-economic
conditions likely to result in deteriorating security in Egypt’, Jane’s Terrorism and Insurgency
Monitor, 27 May 2020; and State Information Service, ‘Sisi urges Armed Forces to remain ready for
protecting national security’, 19 May 2020.

25 Abdel Radi (note 18); International Institute for Strategic Studies (note 24); Akhbarelyom,
[The comprehensive operation imposed the sovereignty of the state on every inch, according to the
Commander of counterterrorism forces of the East], 29 Jan. 2019 (in Arabic); and Mada Masr, ‘3 CSF
troops killed, 8 wounded in Sheikh Zuwayed’, 16 Apr. 2016.

26 Egyptian Armed Forces, ‘Official statement no. 2 by the military spokesman for the armed
forces’, Facebook, 9 Feb. 2018; Mada Masr, [The 2018 Sinai Campaign: What we know so far], 9 Feb.
2018 (in Arabic); International Institute for Strategic Studies (note 24); and Yasser, M. A, [Sinai:
The army continues the Martyr’s right operation to eradicate terrorism], Al Arabiya, 15 Sep. 2015
(in Arabic).


https://www.youtube.com/watch?v=rHkeLPenQGg
https://www.youtube.com/watch?v=rHkeLPenQGg
http://english.ahram.org.eg/NewsContent/1/64/123051/Egypt/Politics-/Egyptian-ministers-visit-troops-in-restive-North-S.aspx
http://english.ahram.org.eg/NewsContent/1/64/123051/Egypt/Politics-/Egyptian-ministers-visit-troops-in-restive-North-S.aspx
https://www.sis.gov.eg/Story/146174/Sisi-urges-Armed-Forces-to-remain-ready-for-protecting-national-security?lang=en-us
https://www.sis.gov.eg/Story/146174/Sisi-urges-Armed-Forces-to-remain-ready-for-protecting-national-security?lang=en-us
https://akhbarelyom.com/news/newdetails/2796794/1/حوار-قائد-قوات-شرق-القناة-لمكافحة-الإرهاب-العملية-الشاملة-فر
https://akhbarelyom.com/news/newdetails/2796794/1/حوار-قائد-قوات-شرق-القناة-لمكافحة-الإرهاب-العملية-الشاملة-فر
https://madamasr.com/en/2016/04/19/news/u/3-csf-troops-killed-8-wounded-in-sheikh-zuwayed/
https://madamasr.com/en/2016/04/19/news/u/3-csf-troops-killed-8-wounded-in-sheikh-zuwayed/
https://www.facebook.com/EgyArmySpox/posts/1230423837088596
https://www.facebook.com/EgyArmySpox/posts/1230423837088596
https://madamasr.com/ar/2018/02/09/news/u/العملية-الشاملة-سيناء-٢%D9%A0١٨-ما-نعلمه/
https://www.alarabiya.net/ar/arab-and-world/egypt/2015/09/15/سيناء-الجيش-يواصل-عملية-حق-الشهيد-لاستئصال-الإرهاب-
https://www.alarabiya.net/ar/arab-and-world/egypt/2015/09/15/سيناء-الجيش-يواصل-عملية-حق-الشهيد-لاستئصال-الإرهاب-
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National Police—which is thought to comprise 350 000 personnel—it may be
assumed that around half of the allocation for ‘wages and compensation of
employees’ is used to fund the CSF (see table 5).2”

In financial year 2019/20 Egypt allocated 32.3 billion Egyptian pounds
($1.9 billion) to its ‘security and police department’, 87 per cent of which—
28.2billion ($1.7 billion)—accounted for ‘wages and compensation of
employees’. Calculated on the assumption of equal expenditure by the CSF
and the Egyptian National Police, the approximate budget of the CSF in
2019/20 would be about 14 billion Egyptian pounds ($833 million) in current
prices (see table 5). Due to the significant lack of transparency around para-
military institutions in Egypt, it is currently impossible to estimate the
proportion of the costs allocated to units of the CSF taking part in domestic
military operations in the Sinai peninsula.

V1. Spending on arms procurement

Where possible, STPRI military expenditure data includes spending on arms
procurement (both from domestic procurement and arms imports). Since
many Egyptian arms-producing companies lack the technological know-
how to produce advanced weapons, Egypt relies heavily on arms imports.
Over the past decade (2010-19) Egypt has heavily invested in the arsenals
of its armed forces. Between 2015 and 2019 Egypt became
the third-largest arms importer in the world and the second-
largest in MENA, behind Saudi Arabia, whose military
spending is apparently 17 times higher than Egypt’s, and
ahead of Algeria, whose military spending is seemingly three
times higher than Egypt’s.?® Previous research has shown
that the relationship between a state’s arms procurement and its military
budget is not always straightforward: the volume of arms procurement does
not always have an impact on the size of the military budget.?° However,
Egypt’s arms acquisitions over time should still be analysed to provide insight
into the volume of arms ordered and transferred to Egypt as compared with
its military spending over the past two decades.3?

27 For further detail on the estimated number of personnel in the Egyptian National Police see
WikiLeaks (note 21).

28 STPRI Military Expenditure Database. Although the volume of arms imports is measured
in SIPRI trend-indicator values (TIVs), which are not to be compared with financial values, this
section shows that the weapon systems bought by Egypt were increasingly advanced and therefore
costly to acquire. For further detail on TIVs see SIPRI Arms Transfers Database, ‘Sources and
methods’, [n.d.].

29 Seee.g. Pamp, 0. and Thurner, P.W., “Trading arms and the demand for military expenditures:
Empirical explorations using new SIPRI data’, Defence and Peace Economics, vol. 28, no. 4 (Jan.
2017).

30 Data on arms procurement is taken from the SIPRI Arms Transfers Database, <https://www.
sipri.org/databases/armstransfers>. Data is based on the SIPRI Trade Registers—written outputs
that contain information on deals between specific arms suppliers and recipients over a particular
time period. Weapon systems and significant components for, and licensed production of, major
conventional weapon systems are presented in a separate ‘order’ entry in the database. For further
detail see SIPRI Arms Transfers Database (note 28).


https://www.sipri.org/databases/milex
https://www.sipri.org/databases/armstransfers/sources-and-methods
https://www.sipri.org/databases/armstransfers/sources-and-methods

UNDERSTANDING EGYPTIAN MILITARY EXPENDITURE 13

Egypt’s arms acquisitions

Due to the lack of transparency in Egypt’s arms procurement process, it
is not feasible to assess the actual amount of money spent on arms procure-
ment by Egypt in a given year. However, it is possible to provide indicators
showing that Egypt’s official military budgets do not seem to reflect the level
of resourcesrequired to fund its major arms procurement deals. Egypt’s arms
procurement deals over the past two decades (2000-2009 and 2010-19) are
assessed below.

In 2000-2009 Egypt’s major arms supplier was the USA, accounting for
75 per cent of Egypt’s total arms imports.3! Arms deals with the USA are
primarily funded through the significant military aid that Egypt receives
eachyear for arms procurement from the USA—about $1.3 billion. This mili-
tary aid is probably not included in Egypt’s ‘defence and national security’
budget.?? Leaving aside contracts agreed with the USA, Egypt signed an
estimated 23 orders for arms and military components from 8 different
arms suppliers between 2000 and 2009 (see annex 1). Almost all of these
deals were completed by 2010. Egypt continued to procure major arms from
the USA in the following decade. However, arms imports from the USA
accounted for only 23 per cent of Egypt’s total arms imports in 2010-19.
Excluding US arms deals paid for by the USA through military aid, Egypt
agreed 75 deals with 15 different suppliers in 2010-19 (see annex 2). Of these
75 deals, 67 resulted in deliveries during the period. A total of 54 out of
75 were fully implemented by 2019—two times more than were implemented
in 2000-20009.

Egypt’s arms procurement expanded significantly after al-Sisi became
president in 2014: Egypt placed at least 54 orders for procurement of major
arms in 2014-19 (see annex 2). Over this period, Egypt strengthened its
arms trade relations with Germany and Russia and developed its arms trade
relations with China, France and Italy. Notably, France, which completed
only one deal with Egypt in 2000-2009 (for 16 Super-530D missiles), has
emerged as one of the largest arms suppliers to Egypt, alongside Russia.

Egypt received numerous advanced major weapon systems in 2014-19.
These included 24 Rafale combat aircraft with 500 air-to-surface missiles,
and aFREMM frigate with 15 anti-ship missiles from France; and 3S-300VM
air defence systems with 190 surface-to-air missiles, and 39 MiG-29 combat
aircraft with 225 air-to-air missiles from Russia (see annex 2).

Egypt’s comparatively high level of arms procurement continued into
2019-20: it signed new major arms deals for Su-35 combat aircraft from
Russia, MEKO-A200 frigates from Germany, and FREMM frigates and
AW-149 and AW-189 helicopters from Italy; and planned to procure other
major arms from Italy (see table 6).3% The estimated cost of these deals totals
$16 billion. Assuming that half of the amount could be paid for using foreign
financing loans on a multi-year repayment term (as was reportedly the case
for the above-mentioned Rafale deal), Egypt would still need to pay the

31 SIPRI Arms Transfers Database.

32 Sharp, J., Egypt: Background and US Relations, Congressional Research Service (CRS) Report
for Congress RL.33003 (US Congress, CRS: Washington, DC, 27 May 2020). STPRI includes military
aid in the military expenditure of the donor country.

33 Bisaccio (note 10).


https://www.sipri.org/databases/armstransfers
https://fas.org/sgp/crs/mideast/RL33003.pdf

00000 14 SIPRI BACKGROUND PAPER

Table 6. Estimated costs of selected Egyptian arms procurement deals, 2019-20
Estimated costs are in billions (b.) of US dollars.

Units Weapon Estimated
Order year Supplier ordered Designation category Description cost (US$,b.)¥ Comment
2019 Germany 4 MEKO-A200 SH Frigate 2.6 The sale was made with an export
credit guarantee to secure the
financial aspect of the agreement;
Egypt has also placed an order for
VL-MICA SAMs for the frigates
(2019) Russia 29 Su-35 AC FGA aircraft 2.0 Delivery planned for 2020-23
2019 Italy 32 AW-149 AC Helicopter 1.0 The order includes 24 AW-149
and 8 AW-189 versions
2020 Ttaly @) FREMM SH Frigate 10.0 Atleast one deal is reported to be
2020; planned Italy 20 .. MI Missile partly funded through an export
e financing loan from an Italian
2020: bl d Ttal ” Tvoh A0 G Y investment bank; the proposed
; plann a n- aircra .
P € Y yphoo ¢ deal also includes an order for a
2020; planned Italy 24 M-346 AC Trainer aircraft military satellite

..=notavailable or not applicable; () = uncertain estimate; AC = aircraft; FGA = fighter/ground attack; MI = missiles; SAM = surface-

to-air missile; SH = ship.

Note: The orders from Italy for 2020 (including planned orders) are grouped together in this table and the estimated total is shown.
2Based on available information (see sources) on the total value of the deals.

Sources: MEKO-A200 (Germany): Cabirol, M., ‘L’Allemagne approuve la vente de six frégates Meko A200 vers 'Egypte’ [Germany
approves the sale of six Meko A200 frigates to Egypt], La Tribune, 4 Apr. 2019; and Bisaccio, D., ‘Gunboats and diplomacy’, Defence
and Security Monitor, 5 Mar. 2020. Su-35 (Russia): TASS, ‘Russia launches production of Su-35 fighter jets for Egypt: Source’, 16 May
2020. AW-149/AW-189 (Ttaly): Italian Senate of the Republic, ‘National report on operations authorized and carried out concerning
the control of export, import and transit of weapons matériel as well as the export and transit of high-technology products’, 2019.
FREMM, Typhoon-20 etc. (Italy): Michaelson, R. and Tondo, L., ‘Family of Giulio Regeni “betrayed” by Italian PM over arms sale
to Egypt’, The Guardian, 16 June 2020.

remainder—at least $8 billion—over the short to medium term. Examples
of Egypt’s previous arms deals show that deliveries of arms take about
five years from the year of signing a contract. Thus, if the payment of the
deals signed or planned by Egypt in 2019-20 (excluding any long-term loan
repayments) were spread over five years, it would mean that, in theory, Egypt
should pay off at least $1.6 billion per year—equivalent to about 40 per cent
of its average annual military budget. However, an allocation of that size
would be difficult to reconcile with the figures reported in Egypt’s official
military budget. By way of comparison, NATO member states are struggling
to meet the guideline to dedicate 20 per cent of their military spending to
procurement and R&D.34 In addition, if wages account for 60 per cent of the
official budget, as mentioned above, and there is an allocation to operations
and maintenance, this leaves less than 40 per cent for arms purchases.

Even assuming that the implementation of arms deals with foreign
suppliers could take longer than five years and could include long-term
financing arrangements, given the rise in the number of major arms—many
of which were advanced weapon systems—procured by Egypt in 2010-19,

34Tjan, N., Lopes da Silva, D. and Wezeman, P., ‘Spending on military equipment by European
members of the North Atlantic Treaty Organization’, SIPRI Yearbook 2020: Armaments,
Disarmament and International Security (Oxford University Press: Oxford, 2020), pp. 254-72.


https://www.latribune.fr/entreprises-finance/industrie/aeronautique-defense/l-allemagne-approuve-la-vente-de-six-fregates-meko-a200-vers-l-egypte-813116.html
https://dsm.forecastinternational.com/wordpress/2020/03/05/gunboats-and-diplomacy/
https://tass.com/defense/1157115

http://www.senato.it/service/PDF/PDFServer/BGT/1152094.pdf
http://www.senato.it/service/PDF/PDFServer/BGT/1152094.pdf
https://www.theguardian.com/world/2020/jun/16/family-giulio-regeni-betrayed-italian-pm-arms-sale-egypt
https://www.theguardian.com/world/2020/jun/16/family-giulio-regeni-betrayed-italian-pm-arms-sale-egypt
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a concurrent increase in Egypt’s official budget figures would be expected.
Moreover, the operation of new types of advanced weapons entails addi-
tional costs for maintenance of military equipment and training of military
personnel. Nevertheless, despite Egypt’s acquisition of a significantly higher
volume of arms in 2010-19 compared with 2000-2009, its reported total
military budget for 2010-19 was much lower than for the previous decade—
by about $5 billion in constant 2018 dollars. Based on the official data, Egypt’s
average military spending in 2010-19 was about $3.8 billion per year com-
pared with $4.3 billion in 2000-2009. Egypt’s official military budget figures
also followed a downward trend from financial year 2015/16, in real terms. In
addition, given that spending on salaries is the largest part of the budget and
spending on this item has reportedly increased, it is not feasible to assume
that expenses on arms imports over the past decade were offset with cuts in
spending on wages or other items of the military budget.

The factors discussed above serve as indicators that funding for Egypt’s
arms procurement may be drawn from outside the regular military budget.
Presumably, arms procurement may be partly financed through (a) budget
lines related to foreign loan repayments in the main budget, (b) foreign assis-
tance and military aid, and (¢) off-budget revenue or income flowing to the
military from its economic activities.?® For example, there are claims that
some Gulf states may have funded a number of Egyptian arms procurement
deals with France, Germany and Russia, including the acquisition from
France of Mistral amphibious assault ships.3¢ This foreign funding may
explain Egypt’s high level of imports relative to a comparatively low official
military budget, although it would not affect SIPRI’s estimate of Egypt’s
total military spending because STPRI includes military aid in the military
expenditure of the donor country, not the recipient. There have also been
suggestions in local media reports about a possible connection between the
Egyptian military’s economic activities and arms procurement. According to
a statement accredited to President al-Sisi by a local media outlet, ‘the armed
forces purchases weapons and equipment from their own budget reserves’.3”
However, there are no reliable indicators or evidence that this is the case.

VII. Beyond the budget: The Egyptian armed forces’
economic activities

Where possible, STPRI includes off-budget military spending—allocations
of funds for military purposes outside the regular state budget—as part of

350n Egypt’s foreign loan repayments see Egyptian Ministry of Finance (MOF), General
Framework of the Draft State Budget for Fiscal Year 2019/2020 (MOF: Cairo, 2019), p. 33. On off-budget
income see Sayigh (note 11), pp. 89-90, 303-307; Sayigh, Y., ‘Egypt’s military now controls much of
itseconomy: Is this wise?’, Q&A, Carnegie Middle East Center, 25 Nov. 2019; and Reuters, ‘From war
room to boardroom. Military firms flourish in Sisi’s Egypt’, 16 May 2018.

36AI-MasryAl-Youm, ‘KSA, UAE to finance Russian arms deal with Egypt’, Egypt Independent,
7 Feb. 2014 (edited translation); Eleiba, A., ‘Sea power: The significance of Egypt’s Mistral deal’,
Ahram Online, 4 Oct. 2015; Murphy, M., “Thyssen-Krupp soll Fregatten fiir Agypten bauen’
[Thyssen-Krupp to build frigates for Egypt], Handelsblatt, 7 Nov. 2011; and Cabirol, M., ‘L’Arabie
Saoudite bloque le contrat des corvettes Meko A200 en Egypte’ [Saudi Arabiablocks the contract for
Meko A200 corvettes for Egyptl, La Tribune, 5 Nov. 2018.

37 Hamama, M., ‘Sisi says military economy is 1.5% of Egypt’s GDP, but how accurate is this?’,
Mada Masr, 2 Nov. 2016.


http://www.mof.gov.eg/MOFGallerySource/English/PDF/General-Framework-FY2019-2020.pdf
http://www.mof.gov.eg/MOFGallerySource/English/PDF/General-Framework-FY2019-2020.pdf
https://www.reuters.com/investigates/special-report/egypt-economy-military/
https://www.reuters.com/investigates/special-report/egypt-economy-military/
https://egyptindependent.com/ksa-uae-finance-russian-arms-deal-egypt/
https://madamasr.com/en/2016/11/02/feature/economy/sisi-says-military-economy-is-1-5-of-egypts-gdp-but-how-accurate-is-this/
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overall military expenditure. When such information is not available, STPRI
includes off-budget military revenues or income in its estimate. This can
include revenues from military-run business activities or natural resource
funds used to finance military functions.38 For example, Chile is known
to have allocated some portion of sales from copper exports to fund arms
acquisitions.?® However, such funding is very difficult to measure. In the
specific case of Egypt, the military controls an abundance of enterprises,
whose economic activity accounts for the equivalent of, according to Presi-
dent al-Sisi, 1.5-2.0 per cent of Egypt’s GDP.40

The Egyptian military manages large infrastructure projects and runs
business enterprises in different sectors of the Egyptian economy, ranging
from agriculture and mining to industry and healthcare. The military’s
economic activities are typically run through its economic agencies, such
as the National Service Products Organization and the Armed Forces
Engineering Authority, affiliated with the Ministry of Defence.*! These
enterprises probably have large turnovers and, presumably, profits.*?

Although little information is available on the size of the revenues
and profits of these economic activities, it has been suggested that some
shares of the profits from some military enterprises may be allocated to
employees—including military personnel that are involved in running these
businesses on behalf of the Ministry of Defence—in the form of benefits.4?
In addition, the revenues from some military economic
activities are believed by regional specialists to accrue to
special discretionary funds held by the armed forces (and by
military agencies that are under the control of the Ministry

in the datareported by the Egyptian of Defence) that are not part of the regular budget.** The

Government

financial allocations in these special funds, in turn, may be

spent on various ‘projects, services and salaries’.*5 If the
funds were to be used for military-related purposes and the spending was
conducted outside the state budget, then the funds should be included in
Egypt’s total military expenditure as off-budget military spending. How-
ever, given the lack of open sources providing financial information on all
the economic activities of the Egyptian armed forces, there is insufficient
publicly available data to make an independent assessment as to the value of
the funds or their use.

38 perlo-Freeman, S., ‘Transparency and accountability in military spending’, SIPRI Back-
grounder, 3 Aug. 2016.

39 Tian, N. and Lopes da Silva, D., Improving South American military expenditure data’, SIPRI
Commentary, 4 Sep. 2017.

40 Reuters, ‘Egypt’s Sisi says military accounts for 1.5-2 percent of economy’, 24 Dec. 2016.

41 Transparency International, The Officer’s Republic: The Egyptian Military and Abuse of Power
(Transparency International: London, Mar. 2018), pp. 8-10.

42 Abul-Magd, Z.,‘Egypt’s adaptable officers: Business, nationalism, and discontent’, eds Z. Abul-
Magd and E. Grawert, Businessmen in Arms: How the Military and Other Armed Groups Profit in the
MENA Region (Rowman and Littlefield: Lanham, MD, 2016).

43 Sayigh (note 35).

44 Hanna, R., Interview with Nizar Manek and Jeremy Hodge on Egypt’s slush funds, Carnegie
Endowment for International Peace, 9 July 2015; Marroushi, N., ‘Push for corruption-friendly
private funds to be included in national budget’, Egypt Independent, 28 Apr. 2012; and Sayigh
(note 11), pp. 90, 306-07.

45 Daily News Egypt, ‘Government special fundsbetter stay off-budget: Finance Ministry’, 2 May
2020.


https://www.sipri.org/commentary/topical-backgrounder/2016/transparency-and-accountability-military-spending
https://www.sipri.org/commentary/topical-backgrounder/2017/improving-south-american-military-expenditure-data
https://www.reuters.com/article/us-egypt-economy-military/egypts-sisi-says-military-accounts-for-1-5-2-percent-of-economy-idUSKBN14D087
https://ti-defence.org/wp-content/uploads/2018/04/The_Officers_Republic_TIDS_WEB2.pdf
https://carnegieendowment.org/sada/60660
https://egyptindependent.com/push-corruption-friendly-private-funds-be-included-national-budget/
https://egyptindependent.com/push-corruption-friendly-private-funds-be-included-national-budget/
https://dailynewsegypt.com/2020/05/03/government-special-funds-better-stay-off-budget-finance-ministry/
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VIII. Conclusions

Given intensified regional tensions and threat perceptions in MENA, a better
understanding of the resources dedicated to military purposes in the region
is essential. This paper aims to contribute to this by reviewing official mili-
tary expenditure data in Egypt. Having one of the biggest armed forces in
the region, Egypt has recently been pursuing an active foreign policy to deal
with domestic and regional issues while undergoing significant capacity
upgrades.

In-depth exploration of the official military budget figures for Egypt high-
lights gaps and shortcomings in the data reported by the Egyptian Govern-
ment. In particular, it shows that despite the availability and accessibility
of data and the existence of disaggregated figures in the official budget, the
reported information still does not appear to be fully comprehensive and
transparent. While it is clear that some elements of military spending are
covered in the official military budget (i.e. salaries and wages, administrative
costs etc.), costs of other elements of military spending do not seem to be
entirely reflected in the official military budget. This appears to be the case
for Egypt’s arms procurement spending.

The majority of global arms procurement deals are financed by purchasing
governments through defence budget allocations. In the case of Egypt,
despite the significant rise in the number and monetary value of arms deals
with foreign suppliers in 2010-19, Egypt’s average official military spending
seemingly showed a decrease in real terms compared with the decade
2000-2009. Given the lack of transparency in Egypt’s military budgeting and
its arms procurement, it is difficult to identify the actual sources of funding
for its arms deals.

An additional military spending category has also been identified: Egypt’s
paramilitary forces—some units of which have in recent years contributed
to domestic military operations. Although the Egyptian paramilitary forces
seem to have less training and equipment than their Western counterparts,
their recent activities are comparable to the duties of other paramilitary
organizations. Spending on all paramilitary forces—including both units
responsible for public order and units involved in domestic military
operations—is estimated at about 14 billion Egyptian pounds ($833 million)
in financial year 2019/20. However, it is impossible to disaggregate and
determine the exact number of units involved in domestic counterterrorism
operations. Therefore, currently it is not feasible to provide an estimate of the
financial resources that could be added to Egypt’s military spending total.

In the specific case of Egypt, itis essential to take into account the domestic
context, in particular the role of Egypt’s military in the economy and its
impact on and control of the political and economic systems. There are
significant information gaps regarding the amount of revenue (and income)
generated by military-owned businesses and, therefore, it is unclear whether
these revenue streams have a direct bearing on Egypt’s military expendi-
ture. This, in turn, leads to significant obstacles in determining the real scale
of resources absorbed by the military and raises questions about the use of
these resources. These obstacles can be overcome only through promoting
transparency in military budgeting in Egypt. This background paper hopes
to serve as a step in this direction.
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