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CHAPTER I
‘HISTCRICAL BACKGROUND OF THE SUEZ CANAL

' Pfobabij:ne meieriai wbrk'ef.maﬁehae‘affeeted'ﬁgesfeiaiiene.of nél“*
, tions more. profoundly than the canal whlch cennects the Medlterranean and Y
“Red Seas through the Isthmus of Suezo The potentlalltles of the Suez
Canal were such that for years before 1t emerged fram the realm,of 1deas

' 1nto that of accompllshment 1t flgured promlnently in 1nternatlonal
‘polltlcs, slnce 1ts openlng, the canal has been the subJect of endless ;.f :

controver31es, negotlailons, dlpldmatlc 1n01dents, and stlll unsolved

problems° is a cammerc1al artery it has at all tlmes been.enmeshed in po» L

glltlcal con31derat10ns°4'These~are no,lessr51gn1flcant nOW'that control of ©
:the canal is closely related to the questlon of securlty in the centempeu':-

.rary world struggle° B |

The readlng of a mem01r on the eubgect of a “canal of the two.

- seagh complled by Jacques#Marle Iepere, one of Napoleonﬁs englneers, Inm.
splred Ferdlnand de Iesseps (who held consular posts in Alexandrla and
A'Calro fram 1832 to 1837) to strlve to accompllsh what Napoleon_had hOped

~,1but falled to- doo TherlnstructlonS'ln the Iepere memolr read:‘

~_,’ The Army of the Bast shall’ taks possession of Egypto- The
"GemmanderwlnmChlefoaoshall have the Isthmus of Suez cut through

and he shall take. the necessary steps to assure the firee and X~
., clusive posse351on of the Red Sea to the French Republlcol

Yough Schonfisld, The Suez Canal in‘World Affairs, p. 1l.
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In Nbvember, 1854, de Iesseps arrlved at Alexandrla at, the 1nv1ta— ;

tlon of Sa:Ld Pa,sha, Khed::ve of Egypt whe succeeded Abbas E‘asha;': |

De Lesseps . wrltes. e e ’> . |

v On. learnlng of the accession of my former pupil, I- sent
him.a note of congratulatlong In his reply he begged me to
'seé him immediately. During my.retirement.I had studied :
completely every thing pertaining to the Suez Canal. I was . -
thus perfectly familiar with the 1sthmus, and had even. per="
suaded myself that to cut through it was guite a practical
proposition. The idea had captured my imagination when T

. first read the. memorandnm,wrltten by Le Pere, who was the

* chief engineer in General Bonaparte?s.expedition. So once
more I took up my old woﬁk, fully convmnced that I should

"[obtaln the conce551on° ' .

’,Turnlng to hlS advantage an. old frlendshlp wlth Sald Pasha, the French

' ‘consular off1c1al in Egypt began to speak ef hls long-standlng dream of

o a canal whlch would connect the Medlterranean w1th the Red Sea°3 Sald

*Pﬁsha responded w1th the sensatlonal announcement that a canal was to bel"

e-cut through the Isthmus of Su.eze The cance551on to construct the canal V 'se "

Was made to de Iesseps, on November 30, 18b49 and he transferred 1t to’

b The concesslon brought 1nto belng the Suez Canal Compamy, l

§lthe Cempany.
Le Compagnle Unlverselle du Canal Marltlme de Suez, an 1nternat10nal
v'301nt stock company under an Egyptlan charterus The conce551on was ‘to

, be valld for. 99 years, after Wthh time the canal would become Egyptis .

. property,- The conce551on requlred ratlflcatlon by the Ottoman Sultan, o

egﬁndfe?siegfriedf>5me% eﬁalF5£eﬁe; p; 63"v
34

George Ienczowekl, The Middle hasc 1n Wbrld Alfalrs, po.386

-

Bee Chronology, joiel) 9Aw1010

\'}i

The Euez Canal Notes and 3tatlstlcs, p. 23



and that Wes when the difficultie’s’ began. The"assistance of ‘the French
government wa.s ea51ly acqulred for, belng a relatlve of the Empress,

‘de I@sseps always had an entree to the Tullerles, The Empress said to i
him; #Be strong and everymne w1ll help you.ﬁé Ih order to achleve |

‘ratlflcatlon for a Flrman (decree} granted by the Said Pasha in favor

",of‘France, Brltalnms good w1ll toward the progect had to bersecured;

. The Ottoman Smltan was under the 1nfluence of the Brltlsh who were con- |

'v1nced that a canal of thls kind advocated by de Iesseps would inevi-
-'itablyuopen up gn-ﬁEgypt;an ngstlonnﬂ7A Brltaln whose merchant marlne
4 fleéttposéessed'aﬁd had ldng maintaiﬁed a monopoly of the only practl«
:°cable sea, route o the East had no net beneflt to anticipate fram a
Suez canal° Such an artery mlght materlally reduce translt dlstances

and txmes for shlpments of goods orlclnatlng in or bound for the

o southern coasts of Afrlca, but at the same tlme it would serlously

affect both the commerc1al and the polltlcal balance of Eur0pe by
 creat1ng new commer01al competltors, most of them 51tuated nearer to
the Suez waterway than are. the Brltlsh Isles, thus glVlng advantages to

those east of the Sueéogt The;hostlllty shown by Palmerston (Brltlsh

1';-EY1me Minlster° 1855~58 and 1859~65} toward the constructlon of the -:

canal :1.s.hlstorlc° He said in a speech on July 7, 1856¢°

Tt is an~undertak1ng‘wh1ch, T belleve, in p01nt “of
commercial character may be deemed to rank ameng the many.
~ bubble schemes that. from time to time have been palmed: -

‘6ﬁiegfried gﬁﬁvéitog'p; 67.
7

Hs Jarv1s, Bharaoh to Farouk, ppo‘138—39

SIbldo



.; upon gullible eépiﬁéliSts; I have been infonmedgyon'what i
believe to be reliable authority, that it is physically im-
practicable, except at an expense which would bg far too
great to warrant any eypectatlon of ‘any returna»n o

As has often happened the Brltlsh statesmen kept the re&l

‘rreasons for their nenative response-in the backgreunda The real

reason was not 2 qnestlon of protectlng same gulllble capltallst, Bor

the 1ntegr3ty of the Ottaman Emplre, but the ”oomsafeguardlng of

‘England?s lines of commnnlcatlonoﬁlol Undaunted by these dlplomatlc're—

<eVerses, de Lesseps returned to Egypt hoplng that Sald Pasha could be .

:-persuaded to act'on hls own :Ln:Lt:Lat:Lve° But the Sultanfs letter to Sald".

7 Easha had warned hlm of the danver of an attack by the Brltlsh fleet 1¢",

the plans for the canal should be presseo’la'l:L o |

As 2 result of dlplomatlc conversatlons, the governments of :

'-England and.France flnally agreed not to 1nterfere w1th any de0151ons

'_‘made by Turkey and Egypt ut to leave the whole affalr to follow~1ts

1ndustr1al and commer01al courseo' However, Brltlsh hostlllty perslsted
and could not be zgnored espe01ally by the Turklsh government whlch
‘tlmorously would not ratlfyc-fFour Jears had passed 51nce the conce351on‘-

_ had been gran’cedo Flnally de Iesseps, weary of waltlng, decmded to take -

.‘matters 1nto his ovmn hands (by‘the consent of Sald Pasha), and g0 shead, .

“The Oompagnme Unlverselle du Ganal Marwtlme du Suez was fenmed on .

sDecember 153 l858«(, The shares of the. company were subscrlbed by the

Isiegfried, op. éiie, Do 68, 0y,

uJams, on. Cl’ca, po 139.,

cAzy Mezerlk, Ji.d:l.torg The Suez Canal, Vol. ILIT, No. 30, pe 26



5 | ‘

' French publlc and by the Egyptlan government but with an understandlnb

: -that part of the stock would be avallable to’ other na,tlonalltles°

Desplte the lack of Turklsh fatlflcatlon, de Iesseps launched consﬁfuc;‘,
‘f ’t1on work on the Isthmus in 18599 13 » |

Ferdlnand de I@sseps and Said Pasha h0ped for an 1nternablonal

. understandlng relatlve to both the nonmal use of Lhe canal, in time of R

peace, and 1ts defense 1n tlme of ware The canal- company Was not a

polltlcal enterprlse at that tlme, but a prlvate compamy w1th 1ts

*kreglstered statutory offlce at ﬁlexandrla and 1ts chief admlnlstratlon S

voffloe in E’amso

1h_ The regulaulons of the compaay, a pflvate commer="
'.01a1 corporatlon, naturally had no. partlcular authorlty in 1nter—  "'

‘ natlonal law, but they dld constltute a klnd of modus operand:.o In an

f‘agreement 1n'February 1866 the company eypressly recognlzed the rlght |
’-of Egypt to pollce the canal -and defend 1t from.attacks prov1ded that

ithe waterway was kept open to all vesselsol5 |

o Methods of flnanc1ng the constructlon and malntenance of the o

- canal constltute the darkest chapter 1n the hlstony of the waterw&fe
“While polltlcal dangers te Egypt undoubtedly were 1nherent in the canal

‘7proaectﬂfrom the very‘beglnnlng, economic hazards were feWﬂln*the A
scheme as orlglnally pfogected° The canal wWas to have been bullt w1th ‘

the proceeds from,the shares taken up by the 1nvest1ng publlc in the

_varlous states of EurOpe and the United States of Amemca° But‘

31enczowsk1 ‘mg jcifbs PP 385988{
thlegfrledg WEF clto, pe 77

. B .
5Ienczowsk1, Op. c1te, Pp- 386--«88°



15,pef¢eﬁﬁ:ef the net proceeds from;the eanal_earnings Were assigned to
: Egyptves COmpeﬁsation for vested-intefest in ﬁhe Waterwayolé
of the shares offered by the company were not subscflbed to by the pur~
chasers for wham they were 1ntended de IESseps found ways of folstlng .
1 them upon the unwary Egyptlan v1ceroy, the Khedlve Ismalla Approx1»
mately Ah percent of the canal campany?s orlglnal capltallzatlon of
"20 OOO OOO francs came from the v1ceregal purse, an oublay made_j
ﬁpossmble only by the Khedlveﬁs 1ssuance of 1nterestwbear1ng treasury
‘note§,'.Qne unw1se step_led to‘another, ~Fer example, in 18564Sa1d 5‘1
\ Basha,had‘agfeed te'provide the caﬁal eoméahy with fourmfifﬁhs'ef the
'.Avnecessary constructlon labor»' The condltlons ef thls forced labor were;1~
50 bad and 50 many of the workers dled of expesure and underfeedlng,
1ithat the canal beoame an 1nternatlona1 scandale Ismalll who succeeded
Sald Pasha, got the 20 OOO laborers reduced to é OOO who were hencea | -
‘.forth pald for thelr werke Whlle undertaklng to meet the llabllltles o
of Sald Pasha 1n respect of the allotment of shares in the company, he :

called forra camplete‘fev131on of'the‘con06351ona The concesslon

Uhen mQSt _;‘#{ff

e exempted“ﬁhe‘ebmpanflffqm any feeé‘or-taxes,:bﬁt en%itled-it to charge

’ for the Water used by‘the peasants along 1ts bankso Ismail censideredv‘
. _these rlghts and pOSSGSSlon of land and mlnerals as 1ncompat1ble w1th

'.Egyptlan severelgntyol -The Suez Canal Company was at this tmne in

, danger ef'liqpiﬁatien for lack Qf‘fundsa‘ M° de Zesseps, net averse to .

" a little preesﬁre in these}mattersg secured,assurances from Emperor

" Yorom Little, Beyt, pp. 66-67.



Tapoleon III"'eh’ablihg. him to ell t‘hé sharéhéidefs )'bhat. ih,e‘- Emperor -
kneW'how-to support his govefnmentfs progecte On July 6, 1864, o
Nepoleon gave hls verdlct whlch acceded to the Egyptlan clalms bu£
assessed’ the 1ndemn1ty‘tc‘be paid to_the Company for the rlghts it
eacrificed,ét ‘84 million francsog Thie waeijust short of half the -
vorlglnal capltal ef the Company so that Ismall who was already cem-l o
'mlted to purchase half the shares, almost pald for the canal hlmself¢l7
These developments, grow1ng out of the Ganal?s fallure as a
. genulne 1nternatlonal undertaklng, mlght have resulted Jn.lts becomlngr i
'.prlmarlly an Egyptlan underta;klng° However, 1t became a private
’comnerclal enterprlse in which Bgypt part1c1pated only sllghtly,:‘
 5conseqpence of the follles of succe351ve Egyptlan governorso ISma;l@ét
-extravagances mounted rapldLy, beyond the Egyptlan treasuryﬂs bower:éo._f.
payo_ Iean succeeded loan and . hls expendltures 1ncreased untll at
last in Vovember 1875, he ﬁas confrented by an absolutely empty
 Atreasury 18 ' ’ . )
| Dlsraell, nOW'Brltlsh Prlme Minister, reallzed that the” canal

wasfof 1mmense 1mportance to Englanda An»emergency meetlng of the .
Cablnet was called 1n N0vember 1875 The purchase of all Egyptr
| shares by Brltaln on Nevember 25, 1875, was an indication that England{4;

lwould sooner or later be obllged to annex Egypta As a,xmjter of.fact,.

1‘ ' .‘. ' B o . . . N
7Siegfri'ed9 QEO clte, ppo 72"“730

ngarv1s, _Eo c1t°, po 1A8; ‘






















































































































































































































































































































































