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PREFATORY ROTE

The present "Summary of Recent Econcmic Developments in the Middle
East" forms a supplement to the survey of the world economic situation
prepared by the Secretariat of the United Nations and issued in World
Ecoromic Eeport, 1950-51, This summery wae prepared by the Division of
Econcmic Stability and Development in the Department of Economic Affairs.

In general, informetion for the figures in the text and the tables was
obtained from data compiled by the Statistical Office of the Umited Natione.
In addition to govermment sources, other official intermational and
national sources were utilized. When such data were not available, private
sources wers consulted. Because of variations in methods of compiling data,

information for the various countries is not always strictly comparable.

Explanation of Symbols

The following symbcle have been used throughout the text and tables:

Two dote {..) indicate that data are not available

A dash (-) indicates that the amount is nil or negligible

A blarnk in a table indicates that the item 1is not applicable

A minus sign (-) indicates a deficit or decrease

A full stop (.) is used to indicate decimals

A comma (,) is used to distinguish thousands and millions

A slash (/) indicates a crop year or fiscal year, e.g., 1950/51

Use of a hyphen (-) between dates representing years, e.g., 1934-38,
normally signifies an annual average for the calendar years involved,
including the beginning and end years. "To" between the ysars indicates the
full period, e.g., 1947 to 1949 means 1947 to 1949, inclusive.

References to "tons" indicate metric toms, and to "dollars" United
States dollars, unless otherwlse stated.

Detailes and percenteges in tables do not necessarily add to totals,
because cf rounding.

Tnformation regarding rates of exchange mway be found in issues of the

United Nations Monthly Bulletin of Statistics.




TABLE OF CONTENTS

ii

Introduc tiOn e ¢ & ® © €& & € & & & @& S © e e e & 6 o

1.
2,

3.

FOreign trade. e e

Petroleums o « o« o

L

e @ o ©

@

¢ ® e o

Production, refining, consumption and exports.

Changes in texms of payment and use of oill revenues

for development purposes

Trends in production and

Egypto ¢ e & o & @ ©

Iran ¢ o ¢ o o o «
Irag ¢ ¢ ¢ « o o &«
Tsrael o ¢ o o o o
Lebanon and Syria.

Turkey « o ¢ o o o

®

® © e e e © &

L3 L 2 L4 @ L] L @

@

prices in selected cocuntries.

e e o o o

@

®

@

@

@

L4 L4 @ L] ¢ ® L @

@

L3

L 4

@

@

e

®

e

®

32
39
39
k9

62
72
89



9.
10,
11.

12.

13.
14,

15.
16,

17.

111

LIST OF TABLES

Foreign trade

Cost of living and wholesale prices in selected
COuntries, 1950 and 19510 ¢ e » © o © @& @ © © © ® © @

Value of imports and exports of certain countries,
pre'warandl%stol95lo e © © © o e @ © ©® & & © © ©

Foreign trede of selected countries, 1948 to 1951 . .

Quantum indices of imports and exports of selected
countries, 1943 and 1947 t0 1951. & ¢ o o o o o o o »

Terms of trade of selected countries,

191"3, 19}"'5a-ndl9l"7t019510 e ¢ 0o o © © © © e © © o

Value of foreign trade with selscted hard currency

countries, 1946 0 1951 ¢ o o o o ¢ « o o 5 o 0 o o o
Petroleum

Production of crude petroleum, 1938 and 1948 to 1951,

Refinery operations and imports and exports of
Cmdepe‘broleum,l%o.....o.....-...o

L

Output of major refined products, 1949 and 1950 « ¢ o o o
Consumption of major petroleum fuels in selected countries.

Exports of major petroleum products from

selected countries, 1950. « < o o » o o o o o o o o o o o o

Trends in Production and Prices in Selected Countries

Egypt: production, prices and exports of

cotton’lg,'"7t01951.oocoooocnooooocoaoo
Egypt: oprincipal items in balance of payments, 1946 to 1950.

Fgypt: area and production of priﬁcipal cereals,

pre"war, 19)">58.nd19h"8t019510 @ e e o o e © o © © e o a &
Egypt: output of principal industries, 1947 to 1951. . . .

Egypt: selected indicators of fimancial

&C‘bivity,l9h7tol95l...a....-.....---..

Iran: exports and imports of the Anglo-Iranian 011 Company
and foreign exchange contribution to the Iranian economy,

1949/50 10 1951/52: ¢ o o o o o o s 6 s s s 0 s 6 6 8 o o o

| Page

10

13

15

21

22

2L

29

ko
k2

46

51



19.
20.
21.
22,
23,

2k,

250
26.

27.
28.

29.

30.
31.
32.

33.
3k,
35.

36.

38.

39.

iv

Iran: Dbalance of payments, flscal years
l9h8/h9 tO 1950/51. e e o ® © © e & & ¢ » © e & © © © & & ©

Iran: foreign trade, 1949/50 to 1951/52. o ¢ ¢ o o o ¢ o o
Traq: production of principal crops, 1946 to 1950. o « «
Traq: principal items in balance of payments, 1946 to 1950
Israel: employment and income, 1950. ¢ ¢ ¢ ¢ « ¢ o ¢ o o o

Terael/Palestine: output of certain industries,
19)‘.’7 tO 1951-' e e ® © e © e e ® © © © e © e e @ e © o © ¢ e

Israel: net investment, 1949 and 1950. . « « o o o o « o o
Israel: development budget, 19%9/50 to 1951/52 « o o « .« .

Israel: current accounts and. capital movements,
19u9 and 1950 e © © © o @ o © e © e © @ e o e ¢ e @ e 6 o O

Lebanon: building licences issued in Beirut, 1945 to 1951.

Lebanon: shipping activity in the port of Beirut,
l9h5 to 1951- e © o © o © © © e © & © e € 6 e ® © 6 © ¢ © o

Lebanon: indices of wholesale prices and cost of
living, January 1949 to December 1951 & ¢ o o ¢ o o o o o o

Lebanon: production in leading industries, 1946 to 1951, .
Syria: production of cereals, pre-war and 1948 to 1951 . .
Syria: output of selected industries, 1947 to 1951 .« « « .

Syria: note circulation and bank deposits,
December 1948 to June 1951. « ¢ o o o o o ¢ o o o 6 o o s o

Turkey: area in major crops and production, ,
Pre-war and 19&6/h7 tO 1950/51. @ e @ @& © @ @ @ @ © e 6 o o

Turkey: output of principal industries,
1938 and 19&8 to 1951 e ® e @ @ e e 6 e © o e © @ © e © e ©°

Turkey: aid received under the European
Recovery Program, 19&8 to 19510 e e © o © e © ¢ © © e o & o

Turkey: projected and actual investment in industry
mining and trensport, 1949 and 1950 ¢« . & & o 6 « 0 o o o o

Turkey: sales by govermment monopolies,
1938 and l9h8 tO 1950 e & ¢e6 © . ¢ @ e e ¢ ¢ e e © © & e o

Turkey: balance of payments, 1949 and 1950 . & o & « o « &

53
5k
57

o9
64

6T

TO

T1
>

7

80
81
83
85

88

8% &’ 8



al-
INTRODUCTTION

The present report has been prepared in accordance with the views
expresged during the thirteenth session of the Economic and Social Council
on the desirability of covering specifically the Middle East region, as well
as Africa, in the ammual world econcmic reports. During that session, the
President of the Council declared that "the Secretary-General would doubtless
continue to give careful consideration to the economic situation in the
Middle East in these reports, particularly in that the Council bad not yet
established an‘econo’mic comission for that region"."}-/

The report describes and traces the malin economic developments which
have taken place in the Middle East?-/ in the period following that covered
by Review of Econamic Conditions in the Middle East, supplement to World
Economic Report, 1949-1950, No attempt has been made to give a complete
survey of all economic aspescts of the different Middle Bastern countries.

However, the two activities of the region which provide its most direct

and important commexion with world economy, namely its petroleum production
and foreign trade, have been dealt with at scme length; in addition, brief
sections describe the most important develomments of the past two or three
years in several selected countries,

Like most of the rest of the world, the economic situation of the
Middle Eastern countries has, during the last two years, been influenced by
international econcmic trends arising from the conflict in Korea. This
influence has, however, been to a certain extent limited by the economic
structure of the region.

The terms of trade have shown & tendency to improve in the region as
e whole, but to a varying, and often small, degree. The raw wmaterials whose
prices have increased most in world merkets form only a minor part of the
exports of Middle Eastern countries, the main exceptioms being Egypt and
the Anglo-Egyptian Sudan. In most of the other countries, exports

1/ See the Report of the Economic and Social Council, Supplement No. 3
(A/1884)"and thirteenth session Plenmary Meetings 550 and 551.

2/ The following countries have been included in the study: Afghenistan,
Egypt, Iran, Iraq, Israel, Jordan, Lebanon, Sgudi Arabia, Syria, Turkey,
Yemen, Cyprue and the Non-Self-Governing Territories of the Arabian
peninsula, and the Anglo-Egyptian Sudan,




..

consist minly of products such as citrus and other frulits, tobacco and
wheat, whose prices have not significantly risen, or have risen to a

degree compaxable with the prices of manufactured imports. Therefore,

while terme of trade have gemerally improved, the improvement has been

mich greater in Egypt and the Anglo-Egyptian Sudan than in countries like
Iran, Israel or Lebanon, whose position may even have deteriorated.

Turkey's terms of trade improved in 1950, owing meinly to the sharp decrease
that occurred in import prices, since Turkey had not devaluated its currency
in 1549,

The improvement in terms of trade, together with the expansion of trade
with Germany anl the Union of Soviet Socialist Rspublics contributed to a
reduction of the foreign trade deficit in most of the countries of the
region. The deficlt in trade with bard currency countries also declined
and even disappeared in a few cases. Owing to the composition of exports
from the Middle East and to the inelasticity of their production,
petroleum excepted, this improvement in selling prices had no significant
bearing on export quantities, which as a whole did not increase. On the
other hand, in spite of a tighter supply situation in foiveign markets,
imports gererally rose, both in value and in quantity, the main increases
being those in cereals, petroleum, metal manufactures and capital equipment.

In comnexion with the improvement in the balance of payments in the
region, during 1950 and 1951 some inflationmary pressure mde itself felt,
accentuated by local factors such as the rate of investment in Israel and in
Turkey, the budgetary deficit in Iran and +the rapidly expanding petroleum
royalties received by other countries. In the entire region prices took an
upward trend, especially in countries more closely dependent on foreign
trade, such as Egypt and Iebanon. At their highest, wholesale prices; as
compared with the average for the first six months of 1950, increased
geperally from 10 to 20 per cent, and the cost of 1living rose by about
10 per cent or less. According to available data, in no country of the
region, except Egypt, did wholesale prices or the cost of living in 1950 or 1351
reach the annual average of 1948 or 1949 which marked the post-war peak
(table 1). However, prices were rising at the end of 1951.



Table 1. Cost of Living and Wholesale Prices in Selected Countries
1950 and 1951
(1948 = 100)

Average for 1950 §/
(first half) Peak in 1950-51: Average for 1951

Country Wholesale Cost of Wholesale Cost of Wholesale Cost of
pricss living prices living prices living
Egyptececsconseess 100 102 118 116 116 11k
IT80. e eeevocnsneee T 93 92 98 89 93
Irageccescccecssss 83 T2 o7 83 93 78
Torae1..vuenen.. 86 92 104 108 ol 101
Iebanon. .coose0s0s T0 85 100 95 95 ok
Turksyh/.......... 92 99 101 ok 95 oh

Source: Statistical Office of the United Nations.

a/ Average of highest three months after Jume 1950.
b/ 1949 = 100



During the period under review the repercussions of the intermational
economic situation on the Middle East economies were overshadowed in some
of these countries by important local economic problems which were only
secomdarily influenced by world factors. Thus, in Lebanon ard in Syria, the
min effort was devoted to coping with the consequences of the breakup of
the customs union that had existed between those two countries until
March 1950. The plight of the Palestine Arab refugees continued to raise
serious problems, especially in Jordan, where most of them were located.
In Terasl, the major task was still the absorption of immigrants into the
economy of the country. The numbsr of these lmmigrants in 1950 and 1951
reached 344,000, a total equal to 30 per cent of the population on
1 January 1950. In Iran, the various questions avrising from the
mationalization of pstrolsum and the stoppage of payments by the
concesslopary company constituted the mmin economic problem, as the dispute
over natiomalization mmained unsettled. Increases in rates of royalties
were of speclal importance to the oll-producing countries, and new
agreemsnte wers concluded to this end in Bahrein, Irag, Kuwailt and
Saudl Arabia.

The economwic activity of the region as & whole continued to increase
during the past two to three years, but there were great variastions among
individual countries, and, in a glven country, among different fields of
activity.

Agriculture is developing, but at a slow pace, in most parts of the
Middle East. Taking the region as a whols, cutput in 1950 was about equal
to that of 1948, which had been a record year, and was well above that of
1949 , While a further rise was achleved in 1951. The cultivated area
increased by almost one million hectares during 1950 and 1951, mainly in
Turkey, Iraq, Syria and Israel. Insufficlent rainfall] during the winter of
1950/51 severely affected grain crops and the supply of animal fodder in
Israsl, Jordan, Syria and parts of Imq,3 but production in other

3/ Food and Agriculture Organization of the United Nations, Provisional
Report of ths Secord Regilonal Meeting on Food and !gricultural Programmes
and Outlook (Bloudems, Syria, August-September 1951).




countries increased and the 1951 creps in the area as a whole are
believed to be the largest on record. Im view of both the increased
acreage devoted to imdustrisl crops and the comntinued growth in
population, however, food !-;upplies per capita bave not, in generai, yot
regained the pre-war level. A noteworthy feature of the past three years
has besen th® increase in cotton acreage and production. Prelimipary
estimates put the total production of the region im 1951 at 30 per cent
above that of 1950, the highest incresase being in Turkey, Syria, Iran and
Ira.q.,&-

The over-all progress of industry was greater than that of agriculture
in almost all countries of the region. In soms of them, notably Iran,
Egypt and Iebanon, foreign competition and the gemsral declins in prices
caused & temporary recession, mainly in textiles, during the latter half of
1949 and the beginning of 1950. This situation, however, changed after the
outbreak of hostilities in Korea. The rise in prices, together with the
increase in farmers? incomss resulting from better crope and higher
agricultural prices, stimlated industrial production in the above-mentioned
countries, as well as in Iraq and Turkéy. In Israel, proiuction increased
considerably, owing to the high level of investment and the rapid expansion
of the domestic mrket arising from large-scale immigration. Industrial
production was stimlated also by government subsldies to certain industries
in many countries of the region.

Production of crude petrolsum continued its upward movement, with a
setback following the closing down of the Iré.nian fields. Output rose from
71 million metric tons in 1949 to 89 milliom tons in 1950 and about 98
million tops in 1951. Exports of crude petrolsum in 1950 were 50 per cent
greater than in 19k9 , and the Middle East displaced the Caribbean as the
largest exporter of crude petroleum. A further increase of 40 per cent was
achieved in 1951. Output of refined productsrin 1950 rose by 7.5 per cent.

4/ Food and Agriculture Organization of the United Nations, The State of
Food and Agriculture, 1951 (Rome, 1951), page 36.




The interruption, during ths middle of 1951, of operatioms of the Abaden
refinery, largest in the world, caused a sharp setback. Output of refined
products for the whole of 1951 was about one-fifth below that of 1950, and
exports of these products declined sharply in the second part of 1951.
Investment in the industry was maintained at. a high level. Much successful
exploration was carried out; the pipeline from the Saudi Arabian oilflelds
to the lebanese coast was completed; and work was begun on a pipeline from
Irag to the Syrian cocast.

Fational plans for economic development are under way throughout the
region. In Iraq, the five-year plan made an effective start in the summer
of 1951. In both Israel and Turkesy, investment has been considerable: 1in
Israel it was mainly in agriculture, industry, housing, transport and public
works; and in Turkey, in trensport, mining and public works. Examples of
projects executed during the past two years imcluded: +the Edfims irrigation
dam in Egypt; some railway and irrigation projects in Iran; the internatiomal
alrport at Khalde and the Kasmiye lrrigation work in Iebancn; the planting
of cotton in Syria, partly financed by meighbowring countries; and port and
railway construction in Saudi Arabia. For the Middle EFast as a whole,
howsver, over=-all progress is slow. The speed of execution of development
plans differs greatly among countries as also their future prespects. In
most of them, development continues to be slowed down by pbysical obstacles
as woll as institutional and social factors such as the unequal distribution
of income, lack of technical skills and ipsdequate health conditioms. The
systems of land tenure prevalling over most of the region constitute a
further barrier to economic development.

Availebility of capital varies widely. Certain countries, such as
Israel and Turkey, benefited by substantial capital imports, mainly under
Export-Import Bank loans and private capital loans issued on foreign
mrkets, or under the European Recovery Program. Oil-producing countries,
especially Iraq and Saudi Arabia, received larger amounts of forelgn
exchange since payments by the concessiornary companies increased, and they
wore 1in a better position to accelerate the exscution of their developmsnt
plans. Private capital imports continued to be small; the same holds true,



with the above exceptioms, for capital'imports through govermmental
channels or intermatiomal institutions. In 1950, the Intermational Bank
for Reconstruction and Development made & loan of $12.8 million to Trag and
two loans of $16.4 million and $9 million to Turkey. The sterling balances
remaining from the Second World War, part of which may be mobilized for
development purposes, whils still large for Bgypt and the Anglo-Egyptian
Sudan, have diminished in the case of Iraq, and are nearly depleted for
Israel and Jordan. As to the Palestine Arab refugees, the General Assembly
of the United Nations, at its sixth session, took steps to provide the
capital which may be required for thelr re-settlement through the United
Nations Relief and Works Agency for Palestine Refugees.z/

Nearly all Middle East countries - Afghanistan, Egypt, Iran, Iraq, Israel,
Jordan, Lebanon, Syria and Turkey - have benefited from the Techirlcal
Asgigtance Programme of the United Nations a.nd. the specialized agencies. A
Social Welfare Seminar for Arab States of the Middle Fast was held in Cairo
in 1950, as well as & Mediterranean Centre on Agricultural and Allied
Projects in Ankara in 1951, Afghanistan, Egypt, Iran, Iraq, Israel, i,ebanon,
Saudl Araebia and Turkey alsc recelved assistance under the programme of
techincal co-operation of the United States Govermment. The unevenness in
the rate of development of the various countries of the Middle East has
recently tended to increese. Taking the region as a whole, agricultural
production is growing slowly and industrial production somewhat more swiftly.
But there are parts of the area whose economy shows almost no change, while
in others rates of investment are higher and economic conditions have improved
considerably in the past few years., The differences among the countries as
regards thelr economic development may be lessemed 1n the coming years by the
fact that most oil producing countries - untll now among the least developed
in the area - derive a rapidly expanding volume of foreign exchange and
capital resources both from the increase in petroleum production and from the
tenﬂ.encjr to conclude more favourable agreements with the oil companies, as
occurred in 1950 and 1951.

5/ For details see United Nations, Assistance to Palestine Refugees, Report
of the Director (A/1905) and Assistance to Palestine Refugees, opecial
Report of the Director and Advisory Commission (A/1905/4dd.1).
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Chapter 1

FOREIGN TRADE

Expressed either in natiomal currencies or in gquantum, the foreign
trade of the Middle East in 1950 was distinctly larger than in other
post-war years and was above the pre-war level. However, owing to the
devaluation, in 1949, of the currency of several countries - Aden, the
Anglo-Egyptian Sudan, Cyprus, Egypt, Iraq, Israel and Jordan - the dollar
value of the region’s foreign trede (teble 2), excluding petroleum
ex_portsy was slightly below the level attained in 1949, TFigures for
the first half of 1951 show a large increase 'in value over the previous
year. Export values in national currencies increased considerably while
imports rose less, or even declined, reducing the import surplus for 1950
to a figure below those of the three previous years. Available figures
for the first half of 1951 show an even greater reduction in the import -
surplus of the reglon.

As table 3 shows, the outbreak of war in Korea in June 1950 was followed
by & large rise in the value of the exports of the region. There was also a
rise in the value of imports, which continued in-most countries throughout the
first half of 1951; but the rise in value of exports continued at a generally
greater rate.

~ The increase in the value of exports in 1950 was to a very merked

degree, the result of higher prices. As 1is shown in table h, some of the
principal countriss of the region actually exported a smller gquantity of
goods in that year than in 1949. In several, however, notably Iran, Syria,

}_/ - Wherever possible, exports of petroleum and imports by the petroleum
companies have been excluded from the figures given in this chapter;
they are discussed in the following one. The petroleum industry of
the region has been developed by forelgn companies under special
conceselons, and their marketing activities are controlled almost
entirely by the companies themselves. IExports of petroleum and its
products do not result in direct receipt of forelgn exchange for the
economies of the region; similarly, imports by petroleum companies
do not involve foreign exchange payments abroad by importing countries.
Exports of petroleum from the Middle Fast, valued at f.,0.b. prices 5
were about $1,300 million in 1950.



Table 2.

(Millions of United States dollars; imports c.i.f. and exporte £.0.b.)=

Value of Imports and Exports of Certain Countries, Pre-war and 1948 to 1951

1951
1938 1948 1949 1950 First half
Country Im- Ex- Bal- TIm- Ex- Bal- Im- Ex- Bal- Im~ Ex- Bal- Im- Ex- Bal-
ports ports ance ports ports ance ports ports ance ports ports ance ports ports ance
Aden colony b/....... 29 15 -1 110 52 -58 122 54  -68 . . .. .. .
Afghanisten b/ c/.... 30 24 -6 57 ko -8 58 50 -8 .o .o .. .. .o ..
Anglo-Egyptian Sudan 32 30 -2 92 99 7 89 109 20 76 95 19 46 83 37
Cyprus b/eececniansa. 11 12 1 63 23  -ho 41 30 -1l 38 31 -7 2k 18 -
Bgypt 4/...c.0vvue... 184 47 =37 663 501 -T2 631 515 =116 564 504  -60 340 355 15
Iren 8/..cccc0uenvaes 55 52 -3 131 56 -75 211 56 -155 192 108 -8% 117 60  -57
Irag £/........ cesse. B1 18 -23 141 33 -108 148 k1 -107 105 60 =55 64 b1 -23
Israel/Palestine g/.. 56 28 -28 96 h/ 5h/-91 321 38 -283 287 35 =252 17 31 -116
Jordan 1/....... . 6 3 -3 L7 11~ -36 ko 21 -28 35/ 13/ -23 o2 12; -12;0
Isbanon........ - - k k .- 67 2 -43
Syria... ceesaes 3 37 22 -15 213}/ 36 -177 217 , 51 -166 { k ¥ .. Th 68 -6
TUPKSY ¢ e eoennns vees. 119 115 4 275 197 -78 290 248 k2 2 263 =23 17T+ 157 -17
Total 1/ 600 466 -134 1,888 1,152 -~736 2,177 1,213 -964 e ‘e .o ..

Source: United Nations, Monthly Bulletin of Statistics and Statistical Yearbook, 1951; International Monetary Fund,
International Financial Statistics (Washington, D.C.).

Speclal trade unless otherwise indicated.

General trade. ,
Figures for twelve months beginning 21-22 March of year stated.
Excluding trade with the Anglo-Egyptian Sudan.
Excluding exports and imports of petroleum company and other concessionaires; 1938 adjusted to annual rates
on basis of nine months; figures for 1948 to 1951 refer to Iranian year beginning 21-22 March; for 1948 and
1949, official rate used for conversion.

Excluding pipeline exports of crude petroleum. Data prior to 1949 exclude gilver, and imports by petroleum
companies.
Data for 1938 refer to the whole of Palestine.
July to December only. v

Imports include imports by concessionaires, and, in 1938, import duties; exports include re-exports but
exclude export duties.
Excluding oil for refining in Tripoli.
Lebanon-Syria customs union was dissolved in March 1950. Tmports of both countries during first quarter of .
1950 amounted to $37 million, exports to $17 million; during last three quarters Lebanon's imports amounted
to $84 million, 1ts exports to $2% million; Syria's imports amounted to $86 million, its exports to

$95 million.

Total for 1948 excludes Israel.
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Table 3. Foreign Trede of Selected Countries, 1948 to 1951

(Millions of local currency)

1948 1949 1950 1951
Country First Second First Second First Second First
: half half half half half half half
Anglo-Egyptian Sudan
EEgyptian pounds) :
Tmports ..... 9.8 12.3 11.7 11.8 13.2 13.2 16.0
BXports ..... 11.8 12.9 17.1 9.5 19.5 1.7 29.0
Egypt (Egyptian
pounds)
Imports ..... 73.5 8.8 8.5 82.0 83.5 112.9 118.2
Exports ..... 71.6 71.5 73 .4 6h b 8.5 92.9 123.8
Tran®/ (rials): .
Tmports ..... 1,711 2,404 3,035 3,707 2,761 3,485 3,788
Exports ..... 900 808 809 903 875 2,620 1,950
Iragh/'(dinara)
Tmports ..... 23.0 21.6 19.3 21.3 20.6 19.5 22,7
Exports ..... 3.5 4.8 3.3 9.4 9.5 12.3 14.6
Israel (Israeli
pounds):
Imports ..... - 23.2 37.7 50.0 52.5  50.1 52.5
Exports ..... .o 7.2 3.0 7.9 4.6 10.9
Turkey (Turkieh
pounds) s
Tmports ..... 253.9 §16.3 378.8 433.8 360.0 %439.9 488.2
Exports ..... 203 .4 347.7  332.2 361.7 299.0 1438.6 439.8
Source: United Nations, Monthly Bulletin of Statistics; Bank Melli

Iran, Bulletin, No. 1ll; Ministry of Finance, Monthly Bulletin of Foreign

Irade of Iran.

g/ Excluding exports of petroleum and imports by petroleum companies;
years beginning 21 March 1948, 1949, 1950 and 1951.

2/ Excluding pipeline exports of crude pstroleum.
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Table &, Quantum Indices of Imports and Exports of Selescted Countries

1943 and 1947 to 1951

(1938 = 100)

country and item 1943 1ok7 1948 16h9 1950
Anglo-Egyptian Sudan:

TRPOTEE e eoveconans 51 g9 112 121 136

EXPOrt8ecececesas . 7 9k 93 111 11C
Egypt:

TIPOTEE . ceeeanonan 24 96 154 160 188

EXPOTt8.ccocenoore he 103 109 118 117
Iran:

THPOrtS.eceeecoonns 22 82 h 124 124

EXPOrt&eecceessoss 28 57 ho b7 114
Israel/Palestine

Imports 8/.c..cue. . .o . 100 11k

Exports Bf....ov.. 1 76 . 36 33
Turkey:

THMPOrtS . ovovoscoa. 48 102 110 125 146

EXport€.ccceoecens 63 & 93 120 117

1551
First half

P a5 L R R

133
102

129

153
115

Sources United Nations, Statistical Yearbook, 1951 and Monthly
Bulletin of Statistics; indices for Iran constructed by dividing indices
of rial values of importe and exports (excluding petrolewm) by import and
export price indices from Internstional Monetary Fund, Internstiomal .

Financial Statistics.

a/ 1949 = 100.

b/ Exports of citrus fruits only.
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and to a lesser extent Irag and Lebanon, large crops of certasin products
increased the quantity available for export. Israslt®s exports of
manufactured goods also increased.

The expansion of imports was,; on the other hand, more the result of
an increase in quantity than of a rise in prices, though the latter factor
also played a part in certain cases. Following the outbreak of war in
Korea there was much speculative buying of foreign goods, in anticipation
of a rise in prices, but in some countries this movemsnt was checked in
1951, as fears of an extension of hostilities beyond Korea declined.

Taking the region as a whole, the terms of trade lmproved after the
outbreak of war in Korea (table 5). (Cotton and wool, one or both of which
are exported in varying quantity by most of the Middle Eastern countries,g/
registered the highest rise in price. The prices of foodstuffs, such as
wheat, barley, rice, olive oil, citrus and other fruits, as well as
tobacco; rose only slightly or in soms cases declined; countries mainly
dependent on such exports, notably Iran and Israel, experilenced a
deterioration in their terms of trede. The improvemsnt in the terms of
trade of Turkey in 1950 was a result mainly of the fall in the prices of
its imports from the sterling area and from other countries, which
followed the 1949 devaluation of their currencies.

The main change in the composition of imports has been the trend
towerd increased imports of cereals, petroleum, metal manufactures,
machinery and transport equipment. The increase in imports of cereals in
1950 over 1949 reflects both the poor crops of the earlier year and the
increasing dependence on outside sources of such countries as Egypt, Israsl
and Lebanon, which cannot meet the food requirements of their growing
populations. Consumption of petroleum products has increased rapidly in
all Middle East countries and, in all but the major producers, this has
resulted in a greater volume of imports of these products.

?/ Cotton is exported in significant quantities by Egypt, the
Anglo-Egyptian Sudan, Turkey, Syria, Iran and Irag. Wool is
exported by Iran, Iraq, Syria and Turkey.
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1943, 1945 and 1947 to 1951

{1938 = 100)

Country and item 1943 1945 1947 1948 1949 1950 1951
First half

Anglo-Egyptian Sudan:

Import prices..... 291 266 27h 331 326 327 390

Export prices..... 179 199 313 73 459 536 T

Terms of trade.... 62 75 114 143 141 16k 192
Egypt:

Import prices..... 312 310 291 303 302 306 e

Export prices..... 202 249 286 439 392 506 .o

Terms of trade.... 65 80 98 145 130 165 .o
Tran:

Import prices..... 729 688 59k 588 565 526 641

Export prices..... 328 17 533 556 478 koo 67

Terms of trade.... 45 61 90 93 8 76 73
'Israel:b

Import priceg..... oo .o .e .o 100 103 112

Export prices..... .. .o .. .o 100 101 106

Terms of trade.... .. .o .o e 100 98 95
Lebanonzg/

Import pricés..... . .o .o 100 e 105 108

Export priceg..... . .o e 100 .o 106 105

Terms of trade.... - . - 100 oa 101 o7
Turkey:

Import prices..... 281 221 L8k k69 k39 361 ko5

Export prices..... 281 288 458 k10 %09 k19 527

Terms of trade.... 100 131 ok 87 93 116 12k

Sources TUnited Nations, Monthly Bulletin of Statistics;

National Bank of

Egypt, Economic Bulletin, 1951, No. 1; Ministry of Finance, Israel, Foreign
Trade of Israel; United Mations Relief and Works Agency for Palestine

Refugees.

g/ Terms of trade equal export prices divided by import prices times 100.
b/ 1949 = 100; unit value of imports, from official source; unit value of
exports weighted average of exports of shammti oranges, grapefruit,

polished diamonds, representing 75 per cent of total exports in 1949

and 69 per cent in 1950.
c/ 1948 = 100; unit value of exports is weighted average of eight

commodities, comprising fruits, vegetables and hides, and representing
about 50 per cent of exports; unit value of imports is weighted averags
of ten commedities representing 30 per cent of all imports of
manufactured or semi-manufactured goode.
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In 1950, there was a striking rise in the region®s imports of metals
and metal products, because of increased construction. Although, for some
countries, the guantity of mechinery and appliances imported was below the
amount imported in 1949, taking the region as a whole, imports of
machinery were more than twice as great as in the pre-war period. Imports
of transport equipment, and likewise imports of rubber and rubber products,
also continued the upward trend of recent years.

Regarding the direction of trade, the main trends in 1950 were an
increase in the trade of the Middle East with Fronce and the Benelux group
and a further decline in intra-regionsl trade to a level which is, in most
countries, below that of the pre-war period. Trade with India and
Pakistan, which like intra-regional trade, had assumsd considerable
importance during the Second World War, declined further; for several
Middle East countries it is now negligibls. Trade with western Germeny
and the Union of Soviet Sociaslist Republics was in 1950 still well below
pre-vwar levels, but it increased in 1951 owing to barter agreemsnts made
by Iran with western Germany and with the Soviet Unlon, as well as
comerclal agreements with western Germeny made by Egypt, Lebanon and
Turkey . ,

In 1950, for almost all Middle Eastern countries exports to "hard
currency"” countries increased, while imports from them were generally
reduced, because of a shortage of dollars (table 6). The trade deficit
with these countries declined appreciably, except for Turkey. In one
country; Egypt, a small surplus was achleved. In most cases the position
improved further in 1951, both Egypt and Turkey having a surplus during
the first half of the year.

Generally spesking, the balance of payments positioni/ of the
Middle Eastern countries improved during the year following the outbreak
of war in Korea. In those countries where merchandise exports provide
the bulk of receipts of foreign exchange, namely the Anglo-Egyptian Sudan,

3/ Available balances of paymenta for different countries are discussed
more fully in chapter 3.
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Table 6. Value of Foreign Trade with Selected Hard Currency Countriesg'-’,
1946 to 1951
(Millions of United States dollars)

Country 19k6 1947 1948 1949 1950 1951
First half
Egypt:
Imports..eecos... 63.4 81.7 111.8 107.9 66.1 21.1
Exporte and
re-exports.... 37.6 43.8 33.5 33.8 69.7 30.6
Balance....... =25.8 -37.9 -78.3 -7h .1 3.6 9.5
rron:®/
ran:
THpOrts.eceeve... 34.9 k3.1 8.1 97.3 56 .4 32.8
EXport8..c.o-0.. 164 16.2 11.0 6.8 18.6 5.1
Balance....... -18.5 -26.9 -37.1 -90.5 -37.8 -27.7
Irag:
THPOTtS e ocoevo . 11.1 20.9 21.0 19.8 .o .o
EXport8@.ceceoo.. T.l 4.6 4.5 2.k .o .o
Balanc€....... =4%.0 -16.3 -16.5 -17.4 .o .o
Israel/Palestine: ,
TportS...o.0... 48.2 65.2 .. 123.8 123.6 60.6
EXpOrtB.ccecosa. 23.k 8.0 .. 7.4 10.8 8.2
Balence....... -24.8 =57 .2 .o -116.% -112.8 =524
Lebanon and Syria:
TMPOYt8.csceases ok, 7 52.2 53.6 63.6 60.7 ..
EXPOTtE.ecscanens ToH 3.3 1.8 3.0 23.0 .o
Bala?ce....... -17.2 -48.9 -51.8 -60.6 -37.7 .o
Turkez:g-
THPOrtS.ccoee... U46.5 g8.6 81.2 85.0 85.2 33.9
EXpPOrt8.eooscess 66,2 72.5 52.9 53.1 51.6 48.3
Balance....... 19.7 -26.1 -28.3 -31.9 -33.6 1.4

Source: Compiled from official trade statistics; figures refer to
movements of merchandise, which do not coincide in a limited period of
time with actual receipts and disbursements of foreign exchange; rates of
conversion supplled by the Statistical Office of the United Nations.

a/ Belgium, Canada, Portugal, Switzerland snd the United States, except for
Lebanon and Syria, for which data Include only trade with Belgium,
Switzerland and the United States.

b/ Data are for the period beginning 21 March of the year stated and ending
20 March of the following year.

g/ Not Including imports under the United States Turkish aid programms,
which amounted to $72.4t million in 1948, $55.6 million in 1949 and
$27.8 million in 1950.
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Egypt, Syria and Turkey, ths increase in exi)orts reduced the deficit on
current account. Available figures show an improvement in 1950, compared
to 1949, in all these countries except Egypt, which, however, registered
a sizeable surplus on current account during the first half of 1951. On
the other hand, during the second half of 1951, their position seems to
have deteriorated.

In the remaining countries, merchandise exports play a relatively
minor part in the balance of payments. TIn Israel, donations and national
funds decreased slightly in 1950, while imports rose, causing an increase
in the deficit on current account. TIn Iran, a reductlion in the import
surplus together with increased revenues from petroleum led to a marked
improvement in the balance of payments in 1950/51. During the following
year, however, the stoppage of oil operations caused a sharp deterioration.
In the other major oil-producing countries, namsly Bahrein, Iraq, Kuwait
and Saudi Arabia, increased revenues from petroleum resulted in an
improvement in the balance of payments in 1950 angl , to a greater extent, in
1951.
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Chapter 2

PETROLEUM

With about half the world®s proved oil reserves, the Middle East in
1950 supplied 18.3 per cent of the world®s crude petroleum (not including
that of the Union of Soviet Socialist Republics) and about 17.7 per cent
in 1951 as agaihst 6.4t per cent in 1938. Development of its petroleum
industry on a large scale, which began after the Second World War, is
continuing. Exploration activities have led to the discovery of several
new fields, and the rise in output of crude petroleum has been accompanied
by construction of pipelines and expansion of other transportation
facilities. Refinery output has not kept pace with the sharp rise in
production of crude oil, most of which has been going to the expanded
refineries of western Europe. TIn 1950, the Middle East displaced ths
Caribbean as the leading exporter of petroleum, crude and refined products
combined. Persian Gulf oil has bsen gradually replacing that of the
Western Hemlisphere in Europe and has even started to flow in ever larger
quantities to countries of the Western Hemisphere. Although petroleum
consumption is increasing rapidly in the region, per capita consumption
remains comparatively low. N

The Tranian oil crisis in 1951 slowed down these developments, but by
the end of 1951 loss of Irant®s crude petroleum had already been mande up by
the increased output of other Middle East producers. Nevertheless, the
loss of products refined in Tran, especially aviation gasoline and fuel
0ll, was still being felt in the Eastern Hemisphere. In other producing
countries of the region, the rapid development of the petroleum industry
hag been responsible for increasing financial benefits. Several
governments have pressed for greater shares in the profits of the
pstroleum companies operating in their countries and, in soms cases,
negotiations have led to the conclusion of new agreemsnts providing for
equal sharing of the profits. With the anticipated expansion in
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production and the higher rates stipulated in those agreemente, the

oil-producing countries are. 1ikely to receive larger revenue from

the petrolevm Industry.

‘Productiogi Refining, Consumption and Exports

Production and reserves

According to estimates made in early 1951, about 48,200 million
barrels (nearly 6,500 million metric tonel/), one-half of the world's
proved reserves, are located in the Middle Fast as against the estimate
of 28,400 million barrels (3,800 million metric tomns), or 37.2 per cent,
made in early l9h6@g/ During 1950 and 1951 exploration and drilling
activities continued in many countries of the region. In 1950, proven
- acreage of oilfields increased in Ssudi Arabia by 60,700 acres, to
191,000 acres; in Iran, by 18,000 scres, to 161,000 acres. There were
also increases in the proven acreage of Egypt, Irag and Ruwait. New
oilfields were brought into production in Saudi Arabla at Ain Dar, and
in Iraq at Zubair, in 1951. Production incressed in many fields already
operating. The major discoveries made in 1951 were in Kuwailt, at Magwa
and in Savdil Arabia at Uthmaniyah. The latter was the first off-shore
discovery in the region. In the latter part of 1951, the exploration
activities of the Governments of Iran and Turkey resulted in discovery ,
of oilfields near Qum in Tran and at Garzan in eastern Turkey. The extent
and capacity of these fields are not yet established. Drilling operations
in 1950 reeulted in the bringing in of 19 oil wells in Saudi Arabis, 18
in Irag, 13 in Kuwait and 6 in Iran.—lt

l/ For convenience approximate equivalents in metric tons have besn given
in parenthesis, using rates of conversion of various products and
different crude petroleums.

2/ Gulf Publishing Company, World 0il (Houston, Texas), 15 July 1951.
3/ Ivid.
4/ 1bid.
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Petroleun development programmes in the region have been sccompanisd

by an expansion of oil-handling facilities. The most striking recent
developmont has been the completion of a 30 to 31l-iunch pipeline, 1,068
miles long, stretching from the Saudi Arabian oilfields through Jordan
and Syria to Sidon in Iebanon. This pipeline, which has a capacity of
about 315,000 barrels a day (15.5 million toms a year), started operation
in Decemboer 1950 and reduces sea haulage‘to Europe and the Western
Hemisphers by nearly 3,500 milas.i/ The price differential of crude oil
at Sidon and in the Persian Gulf is 66 cents a barrel (about $4.90 a ton);
for the.15.5 million toms which will be carried when the pipeline is
operated at full capaclty this represents around $75 million.é/
Construction of another equally important pipeline, by the Irmng Petroleum
Company, from the Kirkuk field in Irag, to Baniyas in Syria, started early
in 1951 and is to be completed in 1952. This 32-inch, 30-inch and 26-inch
pipeline, with a capacity of about 275,000 barrels a day (13.5 million tons
a year) 1s to be 560 miles long, requiring around 170,000 tons of pipe.
In addition, smller pipelines wore lald in Iran, Iraq, Kuwait and- Saudi
Arabia. Expansion of oil-handling facilities included the construction
or extenslon of port facilitlies and storage tanks in Iran, Irag, Kuwait,
Lebanon, Qatar and Saudl Arabia.

The expansion of transportation facilities, the comstruction of
pipelines, and oilfield developmend, accompanied by increasing demand for
Middle Bast crude oil in world merkets, resulted in a continuous rise in
production to mid-1951 in Iran, Irag, Kuwalt, Qatar and Saudi Arabia. The

5/ The pipeline required an investment of about $230 million, used around
270,000 tons of steel and utilized the services of approximstely 2,000
American technicians and 8,000 Arab workers (Journal du Commerce et de

 1a Marine, Alexandria, 18 October 1950). It 18 operated between Qatif
and Qaiéumh by the Arablan American Company and from the latter point
to Sidon, a distance of 753 miles, by the Trans-Arabian Plpeline
Company .
6/ This figure does not take Into ascount amortization and operating costs.

7/ Gulf Publishing Company, World 0il, January 1951.
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nationalization of the oil industry in Iran, which was followed by stoppage
of production in ite major fields, led to a sharp drop in the regiont®s
output of crude oil. But. the subsequent riee in production in Kuwait and
Saudl Arabla, and to a smaller degres in Irag and Qatar, in the latter part
of 1951 mede good the loss of Iranian crude, which in 1950 represented

36 per cent of Middle Emst production. Tables 7 shows monthly average
production of crude o4l in the Middls Eastern countries.

Refining
Refinery output of the Middle East increased relatively slowly until

the middle of 1951, when the shutdown of the Abadan refinery, largest in
tae world, caused a setback. In 1950 crude petroleum runs to stills were
about 319 barrels (43 million metric tons), against 301 million barrels
(40 million tons) in 1949, but in 1951 declined to around 250 million
barrels (33 million tons). Owing to the sharp increase in production of
crude petroleum, howsver, the Middle East refined in 1950 the equiwalent
of only 48 per cent of its crude production as compared with 57 per cent
in 1949. The amount of crude run to stills and the supply of crude oil in
Middle Esstern countries in 1950 are shown in table 8.

The slowness of the expansion in refining was dve to the increasing
demand in the Western Hemisphere and western Europe for the crude petroleum
of the Middle East rather than its products. Western European countries,
with the assistance of the Organisation for European Economic Co=-opsration,
have besn increasing their refining capacity, the economic reasons for this
being their desire +o help improve their balances of payments, to reduce
their dollar shortages and to expand their industrial capacity. As a result,
in the year ending June 1951, refinery output in the countries which are
memhers of the Organisation for Europsan Economic Co=opesration wase estimated
at 43 million metric tons as against 21 million in the year 1948/49, and it
wvas expected that the realization of plans under way would increase output
to 59 million tons by June 1953.8

§/ Organisat’ion for European Economlc Co-opsration, Second Report on
Co-ordination of Oil Refinery Expansion in the OEEC Countries
(Paris, 1951).




Table 7. Production of Crude Petroleum
1938 and 1948 to 1951

(Monthly average; thousands of metric tons)

Saudi

Period Bahrein Egypt Iran Irag  Kuwalt Qatar Arabla Turkey Total
1938, ictenanononans 9% 19 863 358 - - 6 - 1,341
1948, i iiiecnansss 125 157 2,106 286 533 - 1,605 0.2 4,812
1949, i eiiieenanes 126 189 2,270 339 1,032 8 1,955 1.2 5,920
1950, eeeionncanns 126 1% 2,688 540 ‘ 1,440 136 2,242 1.4 7,369
1951 ‘

First quarter.... 124 189 2,723 665 1,591 185 2,469 1.h 7,947

Second quarter... 125 195 2,583 678 2,113 189 2,991 1.2 8,875

Third quarter.... 127 2582 @/ oo 199 3,452 1.7 7,116/

...‘[ a_

Source: United Nations, Monthly Bulletin of Statistics.

a/ Average for July and August.
b/ Estimated.
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Table 8. Refinery Opsrations and Imports and Exports
of Cruds Petroleum, 1950

(Thousands of barrels)

Supply of crude pstroleun Crude Exports of
Country Local Tuports petroleum crude
production run to stills petroleun
Bahrelf.cecosoccesnss 11,016 . 46,287 56,900 -
Egyptececeoacocsoenes 16,373 - 16,608 -
Iran..cccecceoccsscsss 242,473 - 191,175 k9,640
Iradecescccoscseccses 49,919 - 2,835 a/ 146,099
Israel.ececcescoccsses - 1,670 1,532 -
Kowait.ecoeovosonesas 125,722 - 7,794 116,696
L1ebaNON. cocovescocoss - 3,682 3,682 -
QAtAT. .coveecosncases 12,268 - - 11,700 a/
Saudi Arabifcieccce.s 199,547 - 38,36k 153,036
TULKOT e eoeensenoeeses 5k - 52 -
~ Total 657,372 51,639 318,942 377,171

Source: Unlted States Department of the Interior, Bureau of Mines, World
Petroleum Statistics (Washington, D.C., 1950).

a/ Estimated.
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There are no plans at present for large-scale extension of the
refining capacity of the region. An important development was the
completion of a catalytic cracking plant and a lubrication oil plant at
Abadan in mid-1951. The capacity of certain other refineries has also
been increased. Steps taken for the construction of a 200,000~-ton
refinery at Batman, in Turkey, the building of a ome million ton refinery
near Baghdad, in Iragq, at a cost of $25 million, and expansion of the Suez
refinery in Egypt by the Governments of the respective countries are only
for the prupose of meeting local needs for refined products. A refinery
with a capacity of 13,000 barrels per day (650,000 tons a year) to be built
by the California and Texas 0il Company in Sidon, Lebanon, will meet local
consumption and supply bunker fuel for tankers. It appsars that the existing
refineries in the Middle Eest will in future supply larger quantities of
refined products to the Far East, esstern Africa and the Middle East as the
needs of EBurope are met to an increasing extent by its own refineries.

The bulk of the refinery output of the Middle East consists of
residual fuel oil. As is shown in tadle 9, in recent years residual fuel
01l has constituted nearly one-half of the total oubput; motor fuel around
one fifth; kerosene under one-tenth; and distillate fuel oil and other
products the rest. No lubrication oil was produced in Middle East
refineries, and aviation gasoline was produced only in the Abadan refinery,
at an anmual rate of about 700,000 tons, supplying the me jor part of the
needs of western Europe, Africa, the Middle East and the Far East.

The Abadan refinery, with a capacity of 500,000 barrels a day (25
million tons a year), which constitutes over one-half of the refining
capacity of the region, has besen practically idle since August 1951. The
refinery processed 23.6 million metric tons of crude oil in 1949 and
2k 4 million tons in 1950. Part of this refinery resumsd operations on
2 November 1951 under local technicians, meeting local needs estimated
at a little under one million tons a year.

The Refinery at Halfa, which has a crude charging cavacity of 84,000
barrels a day (over 4,000,000 tons a year) and which, because of the
closing of the pipeline from Iraq and the interruption of shipments from



Table 9. Output of Major Refined Products, 1949 and 1950

(Thousands of barrels)

Fuel oil Residuval Total,

Country Motor Tuel Kerosene (distillate) fuel oil ma jor products

1959 1550 1959 1950 1949 1950 1949 1950 1949 1950
Bahrein..... a/ 15,432 a/ 5,648 a/ 10,021 a/ 24,958 a/ 56,059
EgyPteceo... 1,877 1,653 916 1,160 911 851 10,774 10,847 14 478 1,511
Tran........ 37,101 38,738 17,226 17,833 30,676 33,478 79,385 87,826 164,388 177,875

Ir8q..cucoss 542 . 535 . 120 ‘e 1,475 2,672 e
Israel...... 1653/ 261 i 208 120® 280 2002/ o1 5302 1,350
Kuwalt...... 120 1om 252/ b1 o1t/ 1 sk w602/ 5,780 815/ 7,599
Lebanon. . .. . 550 882 265 b2 335 620 925 1,593 2,075 3,567
Saudi Arabia 21&,9689/ 8,350 7,3612/ 2,947 20,7733/ 10,542 h1,6063/ 15,738 94,708% 35,577
Turkey...... 5 5 1 2 - - 19 25 25 32
Total a/ 65,328 65,987 26,374 28,846 53,145 57,566 134,84k 148,843 279,691 301,242

o

Source: United States Department of the Interior, Bureau of Mines,
World Petroleum Statistics, 1949 and 1950,

Included in the figures for Saudi Arabia.
Estimated.

Including production in Bahrein.

Totals for 1950 include 1949 figures for Iraq.

ey

$
N
T



~25-

other Middle Eastern countries to Israsl following the Arab-Israseli war,
‘operates at only partial capacity on imports of crude from Venezuela,

had an input of 1,532,000 barrels (220,000 tons) of crude in 1950 as
against 590,000 barrels (85,000 tons) in 1949, At the end of 1951 it was
handling 16,800 barrele g day, representing an annual rate of about
850,000 tons, The input of Bahrein refimery in 1950 was 56.9 million
barrels (7.7 million tons) compared with 56.1 million barrels (7.6 million
tons) in 1949, while the crude input of Ras Tanura refinery declined from
46.3 million barrels (6.2 million toms) in 1949 to 38.% million (5.2
million tons) in 1950. The refinery at Kuwait, which started operation
late in 1949, had a throughput of 7.8 million barrels (1.1 million tons)
of crude in 1950. By the end of 1951 the last three refineries had
increased their output by about 50,000 barrels a day, equivalent to an
annual rate of 2.5 million tons, as compared with early 1951.

Consumption
Congumption of petroleum products in the Middle Bast itself has been

increasing fairly rapidly in recent ysars, owing to industrial development
(including the expansion of the petroleum industry), the incressing numbers
of motor vehicles and greater use of agricultural machinery, as well as the
replacemsnt of coal by petrolewm products in transportation and in certain
industries. In addition, the growing sea traffic to and from the Middle
East has resulted in a large increase in bunkering.

In 1950 approximtely 5.5 million tons of petroleum, that is, about
20 per cent more than in 1949 and almost five times as much as in 1937, were
used in the region for local consumption. An additional 2 to 2.5 million
tons were consumsd by the refineries of Abadan, Bahrein, Kuwait and
Ras Tanura. Bunker oll supplied by the Middle East amounted to about
8 million tons in 1950, against approximately 6 million in 1949 and
2 million in 1937.

Despite. the growing local demand for petroleum producte, per capita
consumption remeins comparatively low. In 1950, for the world as a whole,

9/ Anglo-Irenian 0il Company, Anglo-Iraniants Operations outside Iran
(London, 16 November 1951).
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it was at the rate of 240 kilogrammes psr year, and for the Middle East
close t0 160 kilogrammss but if the amounts consumsd by the petroleum
industry and those used for bunkering are excluded, psr capital consumption
was around 55 kilogrammss .

The greater part of the petroleum consumsd in the reglion consists of
fuel oil, especially in countries whers coal resources are relatively small;
kerosens is next in importance. Table 10 shows the amounts consumed by the
principal countries of the Middle East.

Exports
The pattern of the world®s oil trade has undergone a drastic change in

recent years. World consumption of petroleum hes been increasing at the
rate of about 10 per cent anmually; supply of oll from major sources is
also rising, at varying rates. The pstroleum surplus of the Western
Hemisphere, which traditionally supplied the ms jor portion of Furope'®s
demand for oil, has been declining in recent years despite large increases
in production. The United States, until recently one of the world®s chief
oil exportsre, has become the largest single net importer of petroleum since
1949. The Caribbean area, largest exporter of oil in the world until 1949,
and the main supplier of Europe®s petroleum requirements, has been shipping
increasing quantities to countries of the Western Hemisphere and espscially
t0 the United States, while its exports to other parts of the world, meinly
Europe, have declined.

The sharp rise in the consumption of petroleum products in Europs
and the favourable competitive position of Middle Eest petroleum have
greatly increased the demands on this area. The growing consumption of
the Middle East, as well as of Africa - with the exception of the western
part of Africe - is dependent on Middle East production. In addition; even
countries of the Western Hemimsphere, like the United States, Canada and
Argentina, have imported incressing quantities of Middle East crude in
recent years. Oil shipments to the Far East, another msjor consumer of
Middle East petrolsum products, have also been considersble. As a result
of these changes, in 1950 and the first half of 1951 the region becams the
largest exporter of petroleum products; it is not yet clear to what extent
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Table 10, Consumption of Major Petrolewm Fuels

in Selected Countries

1937, 1949 and 1950

e/

 (Thousands of metric tons)

Country 1937 1949 1950
APghanistan. ..coeeeennenss 3 20 ..
Anglo-Egyptien Sudan..... 18 127 120
CYDrUS.eecccensoccncncons 26 T2 85
EZYDEeeeroeeeonnconanncas h91 1,418 1,933
IranB/................... 172 780 8ho
Ir8Q.cccescocscasonsacnns 88 518 619
Israel/Palestine.........) ( 430 655
Jbrdan...................g- 146 ’§ 50 53
Le‘oa.non..................) &7 548 -( 264
SYTI8 . ivererennsnannones)” ( 231
TULKEY ¢ o esonosnncassonsss 90 432 413
Total 1,121 4,195 5,2352/

Source: Statistical Office of the United Fations; Iran: United
States Department of the Interior, World Petroleum Statistics; and

Iranian Ministry of Finance, General Statistical Bulletin, Tos. 6

and T; Anmaire statistique du commerce sxterieur de l'I_ra.n.

y Apparent consumption, exclusive of bunker

fuel.

"9_/ Excluding refinery consumption; figures are for Iranian years
beginning 21 March of the years indicated.

¢/ Including 1949 figure for Afghanistan.
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the interruption of Iranian exports in the second half of 1951 affected
- this leading position. Despite the post-war increase in Middle East
production, the Eastern Hemisphére is still drawing, though in decreasing
"quantity, on the Western Hemlspherets petroleum for its deficit. Whereas
in 1947 the Eastern Hemisphere met from its own resources 70 per cent of
its demand for petroleum, estimeted at 120 million tons, in 1950 it met
92 per cent of its demand of 160 million toms —]Q/

The export surplus of petrolsum in the Middle East increased from
about 26 million tons in 1946 to about T3 million toms in 1950, while the
Caribbean area surplus increased from 51 million tons to 71l million tons.

In the sams period, the deficit of Europe (excluding the Union of
Soviet Socialist Republics) increased from about 31 million toms to over
61 million tons, and the deficit of the United States amounted to 30
million tons in 1950, as against a surplus of over 8 million toms in
1946 .E/

| Exporte of crude and refined petroleum from the Middle East, excluding

transfers within the region from producing areas to refineries, were around 540
million barrels (73 million toms) in 1950 as against 425 million (57 million
tons) in 1949. There was a sharp increase in exports of crude oil, meinly
because of increased demand srising from the development of Europet!s refining
industry: exports in 1950 were about 330 million barrels (L44.5 million
tons), an increase of 50 per cent over 1949; 1951 exporte were about 40 per
cent higher than those of 1950. The chief exporters of crude petroleum in
1950 were Kuwait, Saudi Arebia; Iran, Iraq and Qa'tar

Exports of refined products increased from about 27.5 million toms in
1949 to 28.5 million in 1950. Before Abadan stopped exporting, on
24 June 1951, Iran was by far the largest exporter of refined products in
the region. However, Bshrein and Saudi Arabia have been exporting large
guantities of refined oll, and Kuwalt has also started to export small
amounts. Israel®s exports of refined 0il ceased in mid-1948, and have
not resumsd. Table 1l provides an estimate of the 1950 exports of pstroleum
products from six countries.

As regards direction of exports, petroleum shipped to countries west

10/ World 0il, July 1951.
11/ 1bid.
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Teble 11. Exports of Major Petroleum Products
from Selected Countries, 1950

(Thousands of barrels; estimated)

Fuel oil

Exporting Crude Motor (distil Residual
country Petroleum fuel  Kerosene late) fuel oil Total
Bahrein..... - 15,380 5,615 9,317 19,565 49,877
Iren........ bo,eu0 28,98 .. .. 103,260 181,789
Ir8g...ccoeen 46,099 - - - - 46,099
Kuvait...... 116,696 - - 1,543 871 119,110
Qatar....... 11,700 - - - - 11,700
Saudi Arebia 106,749% 7,617 2,900 8,890 7,275 133,&319/

Total 330,8849/ 51,986 . .. . 5&2,0069/

Source: For exports of crude petroleum, United States Department of the
Interior, Bureau of Mines, World Petroleum Statistics, 1950, Exports of
other products calculated by deducting figures on estimated demand from
production; stock changes which are not important have not been taken into
account. Data on exports of motor fuel and fuel oil from Iran taken from
United States Bureau of Mines, International Petroleum Trade (Washington,
D.C.), 30 April 1951.

a/ For year ending 20 March 1950. :
b/ For yesr ending 20 March 1950; includes kerosene and fuel oil (distillate).

¢/ Excluling exports of 46,287,000 barrels of crude from Saudi Arabia
to Bahrein for refining.
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of Suez amounted to about 52.5 million tons in 1950,-1—2-/ compared with

40 million tons in 1949, and represented about 72 per cent of the Middle
East's total 1950 petroleum exports as against 69 per cent of 1949 exports.
The greatef part of these exports to countries west of Suez consisted of
crude oil, approximately 27.5 million tons in 1949 end 41 million in 1950.
Of the balance of Middle East exports of crude and refined oil, the bulk
was shipped to countries east or south of Suez.

At present the Middle East msets over three-quarters of Europels
requiremsnts of petroleum. The largest importer in recent years has been
France, to which in 1950 about 95 million barrels (12.7 million tons) of
oil were sent, through the Susz Canal or from the Tripoli terminals of the
Iragi pipelines, compared with 75 million (10 million tons) in 1949. The
corresponding figures for the United Kingdom were 81 million barrels
(10.8 million tone) in 1950 and 64 million barrels (8.5 million tons) in
1949, approximetely; for Italy, 38 million barrels (5.1 million tons) and
27 million (3.6 million tons); for the Netherlands, 38 million barrels
(5.1 million tons) and 19 million (2.5 million tons); for Sweden, 12
million barrels (1.6 million tons) and 9 million.—li/ United States imports
from the Middle East were 47 million barrels (6.3 million tons) in 1950
compared with 39 million (5.2 million tons) in 19k9.

Part of the oil of the Middle East was shipped to countries east of
Suez. India imported 2.7 million tons of fuel products in 1949 and 2.8
million in 1950; Australia 4.2 m.illion tons and 4.6 million tons,
respectively, in 1948/49 and 19h9/5o

The interruption of crude and refined petroleum exports from Iran in
mid-1951 deeply affected the pattern of world petroleum trade. In the first
half of 1951, crude petroleum exports from Iran had been at the rate of sbout
150,000 barrels (20,000 tons) per day, and exports of refined products

12/ calculated from figures published by the Suez Canal Company, adjusted
to include exporis from Iraq.

13_/ Calculated from figures published by the Suez Canal Company, adjusted
to include exports from Iraq.

14/ The figuree given in this paragraph are taken from the foreign trade
statistics of the importing countries.
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450,000 barrels (60,000 tons). The latter included over 200,000 barrels
(30,000 tons) a day of fuel oil and approximately 18,000 barrels (2,000
tons) a day of aviation gasoline. After June 1951, these quantities
disappeared from the world market. Great efforts have been made to replace
them by products from other sources, espscislly from Kuwait, Seaudi Aradbia,
the United Statses and Venezusla, as well as through increased activity

of HEuropsan refineries.

By the snd of 1951, world output of crude petroleum and of refined
products had 'suz_'passed the totals of April 1951, when Tran was still
exporting. Around the end of November 1951, the Persian Gulf ares was
whipping approximately 1,800,000 barrels (240,000 tons) a day of crude
a8 agalnst 1,720,000 barrels (230,000 tons) a day in April, representing
an increase of 80,000 barrels (11,000 tons) a.day notwithstanding the loss
of Iranian exports. This increase, augmented by some 140,000 barrels
(19,000 tons) a day of crude petroleum previously exported to the Western
Hemisphere, was added to the shipmsnts of crude from the Middle East to
Europs for refining.

In the sams period ocutput of refineries in the Persian Gulf ares,
excluding Tran, rose by about 50,000 barrels (6,700 tons) a day, and Europe's
daily refinery runs increased by around 250,000 barrels (35,500 tons). To
meet the deficits, the United States increased its shipments of refined
productes to the Eastern Hemisphere by nearly 200,000 barrels (27,000 tons)
a day, and the Caribbean area increased its exports of refined oil by about
25,000 barrels (3,400 tons) a day.

In view of the growing world demsnd for petroleum products, these
increases have hardly covered all requirements. Shortages of fuel oil, and
especially of aviation gasoline, are still being felt; stocks In Europe, and
8t11l more in the Far East, have declined drastically. The growth in the
volume of international shipments of petroleum, together with the dislocation
of the previously existing pattern, has resulted in a shortage of tankers.
The chief cause of the shortage has been the fact that Abadan®s shipments
of refined products to countries to the east have had to be replaced mostly
by Middle East crude, refined in Europe.
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Tanker construction, though progreseing fairly rapidly, has not kept
pace with the demand. As a result, the spot tanker rate, which was below
the United States Maritime Cormission rate in early 1950, increased to
about 150 per cent of the latter early in December 1951.22/ But prices of
Middle East oll products were not affectsd by these developments. Crude
oil; the main export item, was guoted at the end of 1951 at the same price
as early in 1951. The price for 36 degree crude“(f,d.b. tanker) in the
Persian Gulf area was $1.75 per barrel, and in eastern Mediterranean ports
$2.41 per barrel,1—6- throughout the year. |

Changes in Terms of Payment and Use of 0il Revenues
for Development Purposes

In March 1951, following prolonged and unsuccessful negotiations
between Iran and the Anglo-Tranian 011 Company, the oil industry of Iran was
nationalized. This controversy had repercussions in other Middle Esstern
oil-producing countries. The rise in world pricee of petroleum products in
post-war years and the very low cost of 01l production in the Middle East,
resulting in a largs margin of profits for the petroleum companies, had led
governments to demand an increased share in oil revenues. In 1948 the
the receipts of oll-producing countries had been the equivalent of betwsen
13 and 32 cents per barrel of crude. On 20 February 1949, the Government of
Saudi Arabla and the Pacific Western Oil Gorporation signed a concession
agreement for the exploitation of 0il in the Neutral Zone (shared equally
by Kuwait and Saudi Arabia) which provided for royalties and profit-sharing
arrangements totalling more than twice the highest rates hitherto paid in
the Middle East. Although production has not yet begun in the Neutral Zone
the agreement iteself was enough to strengthen the bargaining position of
the governments concerned. In the course of demsnds by the oll-producing
countries for higher revenues from oil opsratlons, reference was frequently
made to the above-mentionsd agresment and to the sequal profit-sharing
formula applied in the Venezuelan oil industry. Towards the end of 1950, a
formula providing for equal sharing of profits was introduced by the

15/ Petroleum Publishing Company, Oil and Gas Journal (Talsa, Oklahoma),
22 November 1951.

16/ Petrolewm Press Bureau, Petroleum Press Service (London).
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Arablan American Oil Company for its operations in Saudi Aradia, and
similar agreements were later concluded in Traq and Kuwait. The more
important of these revisions are summsrized in the pages that follow.

Saudi Arabia

In 1949 the Government of Saudi Arabia began to press the Arabian
American Oil Company for a higher share in its profits. Negotiations
between the Government and the company led to the conclusion of a
supplemental agreement on 30 December 1950 resolving a number of long-
standing problems. The most lmportant feature of the new agreement is
the provision for payment to the Saudi Arabian Governmsnt of a share in
the company's net opsrating revenues in Saudl Arabla. Reportedly, the
Saudi Arabian Government receives, in the form of royaltles and
participation in profits, an amount.equal to £ifty per cent of the net
operating revenues, that is, of the balance arrived at by deducting from
gross receipts the operating expenses, depreclation, exploration and '
development expenses, and foreign government taxes, including United States
income taxes. The amount thus arrive at is to stand in lieu of all previous
types of payments, including royalty, income tax, import duties, visa fees
and port charges .l Payments by the compeny may not fall below the fixed
rate of royalty, plus taxes, hitherto paid. The exact basis for the
valuation of petroleum products and calculation of net operating revenuss
has not been disclosed.

Another lmportant provision is that monetary transactions between the
Saudi Arabian Government and the Arabian American 0il Company will be
carried out at the internationally accepted rates of exchange ,lé/ and that

17/ Petroleum Publishing Company, Oil and Gas Journal (Tulsa, Oklahoms),
11 January 1951.

18/ Prior to this arrangement the company had to buy the local currency it
required from the Saudi Arabian Government at a premium. Moreover, the
royalty of four shillings gold per ton, stipulated in the original 1933
concession agreement, had been paid since the special agreement of 1948
on the basis of the gold sovereign, wvalued at $12.00, as against the
Tnternational Monetary Fund rate of $8.24, thus increasing royalties
per barrel from about 22 cents to 32 cents.
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payment to Saudi Arabis cen be made in any currency which the company
receives and in the sams proportion that the receipts of such currency
bear to total rsceipts. '

Under the terms of the new agreement, the Government of Saudi Arabia
is, reportedly, to receive 55 cents a barrel. On this basis, Seudi Arabia’s
receipts in 1950 may be estimated at $110 million ($45 million more than it
would have been entitled to under the previous agreemesnt) as against
approximately $55 million in 1949; and the 1951 receipts may be estimated at
around $155 million.

A major portion of this revenue has been used for the current
expenditure of the Government of Saudi Arabia, but development projects
have also received a substantial share. It has been estimeted that the
Government has spent about $30 million a year of its oil receipts on public
works -]-'2/ Owing to the increase in amounts awvallable for capital
expenditure, there has been greater development of transportation facilities,
irrigation systems, and agricultural resources, as well as other improvements.
In many cases the Arabian American 0il Company has heiped the Government in
carrying out these projects and on certain occasions it has undertsken
development projects on behalf of the Government. In October 1951, a
556-kilometre railroad connecting Damman with Riyadh was completed at a
cost of about 175 million riyals, including 28 million riyals used for the
construction of the port of Damman. 29/

BEarly in 1951 the Government signed a $8.4 million contract with a
British firm for the construction of a road between Jidda and Medina ,E
and in July announced the allocation of about $1.6 million for improvement
of roads and the water supply at Mecca -23/ Construction of a Jetty at
Jidda, on the Red Sea, was finished in 1951. Air traffic transportation in
particular hes made a striking development. Early in 1951, there were

19/ Petroleum Press Bureau, Petroleum Press Service (London), February 1951.
20/ Le Commsrce du Levant (Beirut), 3 September 1951.
g;/ Ibid., 30 Septembsr 1951.

22/ The Middle East Institute, Middle East Journal (Washington, D.C.)
vol. 5, 4 November 1951.
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around twenty-five airfields in Saudi Arabie ,-%3/ and an increasing number
of pilgrims travelled by plane. Tn the field of agriculture, the expansion
of the water supply by drilling wells and installing pumping equipmsnt has
made it possible to extend cultivation. Tractors have also come into use.
Other improvements consist of the installation of telephomes, the building
of a broadcasting station and generating plants, providing piped water,

and constructing schools; hospitals, warehouses and other buildings. A4
soap factory was completed in early 1951. In addition, an Egyptian firm
secured a contract at EE650,000 for congtruction of a sewage sjstem in

Mecca .

Iraq

Until 1950, Iraq?s receipts from the oll operations of the Irag
Petroleum Company Limited, the main producer in Iraq, were at a royalty
rate of four shillings gold per ton of oil exported s equivalent to about
22 cents per barrel.

Following announcement in July 1949 of the proposed revision in the
terms of payment of the Anglo-Tranian Oil Company, negotiations began
which, in August 1950, led to an agreemsnt raising the royalty rate from
4 ghillings to 6 shillings gold per ton of oil removed from the country
(that is, about 33 cents & barrel). Another agreement, suporseding the
previous ome, was announced in Baghded on 13 August 1951.. This provides
for another form of equal profit-sharing, before.payment of foreign taxes.
Profit is determined by deducting from the wvalue of crude. oil at Traqi
borders the cost of production, overhead and ‘transportation to the Iraqi
borders %/ Iraqts receipts, however, are not to be less than the f.o.b.
value of 25 per cent of the crude oil, produced and transported by the
Iraq Petroleum Compeny and Mosul Petroleum Company, at the eastern
Mediterranean ports; and 33-1/3 per cent of the crude oil; produced and
transported by the Basrah Petroleum Company, at the Persian Gulf port of

23/ Petroleum Press Service, February 1951.

2hk/ At present costs and prices, it is agreed that the price of crude
oil of Kirkuk quality will be 94 shillings per long ton at the
Iragi/Syrian border, and 81! shillings and 9 pence per long ton at
Fao, and that costs will be 23 shillings in 1951, declining to 13
shillings in 1953 and thereafter.
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Fao. The Government of Iraq may take in kind at sesboard terminals,
12-1/2 per cent of the crude oil produced in Trmq at f.o.b. posted prices.
It is estimated that at current costs and prices; Iraq’s revenues in 1951
were around 35 shillings sixpence per long ton of oil (66 cents per barrel).
The agreemsnt stipulates that the minimm rate of production will be
22 million long tons a year of crude oll from the Iraq and Mosul companies
for 1954 and afterwards , and 8 million long tons from the Basrsh company for
1956 and thereafter. Thus, oll production in Irag 18 expected to increase
from 6.6 million toms in 1950 to at least 30 million long tons in 1955.
In addition, the com@anies have undertaken to supply the one-million-ton
government refinery which will be built at Baiji, near Baghdad, with crude
oil for local conswumption at g cost price of five shillings sixpence per
ton (about 10.3 cents pef barrel); the cost of transporting this oil will
be borne by the Government. Other provisions of the agreement deal with
the following: training of Traql employees at Kirkuk and in British
universities; employment of Iragqi workers as far as possible; appointmsnt of
a number of Iragi directors to the boards of the compenies; payment of $14
million in settlement of past disputes; payment of a minimum of $1k million
a year, for two years, in case of compulsory shutdown of opsratidns; and
revision of terms of payment if neighbouring countries conclude arrangsments
with oll companies containing better terms of payment 22/
According to the terms of the agreement just described, Iraq®s
revenues, which amounted to $8.7 million in 1949 and about $20 million
in 1950, were estimeted at about $40 million for 1951 (excluding the $14
million settlemsnt fund), and were expected gradually to rise to around
$165 million in 1955.

Kuwait

TUntil 1951 the rate of royalty paid to Kuwait had been the lowest in
the region. The payments of the Kuwait Oll Company consisted of three
rupees per ton of oll as royalty plus one-fourth of a rupse per .ton in
lieu of taxes.gé/ Devaluation of the rupee in September 1949 brought

22/ Agreement of 3 February 1952 between the Government of Iraq and Traq
Petroleum Company and associlates.

26/ Arasbian American Oil Company, Summary of Middle East Oil Developments
(New York, 1948). '
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Kuwait's receipts from the equivalent of 13 cents per barrel to around 9
cents per barrel. On 3 December 1951, an agreement providing for equal
profit-sharing was announced in London. This agreement, which was to be
effective from 1 Decembsr 1951, lmposed an income tex on the earmings of
the company before deduction of foreign taxes to bring about an equal
division of profits. It was reported that the Sheikh®s revenues under this
agreement would amount to between 49 cents and 50 cents a barrel at 1951
costs and prices.gz/ Kuwait?s recelpts from the operations of the Kuwait
01l Company amownted to the equivalent of about ¥3.9 miliion in 1950,
against £2.8 million in 1949. It was expected that its revenues from the
company®s operations in 1951 would emount to nearly $30 million, and in
1952 to about $140 million, as a result both of changes in terms of
payment and of increased production.

Part of Kuwait?s oll revenues have been utilized for building hospitals
and schools and for improving the city of Kuwait. Since Kuwailt has no
drinking water, work is proceeding on ths construction of a water distillation
plant, estimated to cost about $8.5 million, with a capacity of one million
gallons per day, to be completed in 1953. In addition, Kuwait has been
negotiating with the Government of Iraq regarding construction of a water ’
pipeline to draw water from the Shatt al Arab to Khmait.gg/ A power plant
costing about $7,000,000 will also be built.gg/ These projects can absorb
only a fraction of the incressing funds which are accruing to Kuwait from
0il operations, but aside from oil the natural resources of Kuwait - with an
area of about 6,000 square miles and a population of approximately 170,000 -
are limited.

The foreign trade of Kuwailt has flourished as a result of these recent
developments, and of increased foreign exchange receipts from oil
operations. Ite imports, excluding imports by the o1l company, increased
from $5.1 million for the year ending 31 March 1946 to $21.1 million for

27/ The Journal of Commerce (New York), 4 December 1951.
28/ Petrolevm Publishing Compeny, Oil and Gas Journal, 22 November 1951.
29/ The Economist (London), 18 December 1951.
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the year ending in March 1950; soms of the imports were for re-export.
Excluding petroleum shipments, exports and re-exports increased from
$128,600 to $6.4 million in the same years iQ/

Bahrein

Under the terms of the concession agreemsnt, the Sheikh of Bahrein
received three and one-half rupees per ton of crude oil, equiwalent to
about 1% cents a barrel before the September 1949 devaluation il/ In 1950,
the Bahrein Petroleum Company reportedly sgreed to increase its payments to
10 rupees per ton - about 29 cents s barrsl - effective from January 1950,
and subsequently another supplemsntal agrsemesnt was made, in 1951,
increasing further the payments. '

Bahrein®s revenue from oll wae about $1.6 million in 1948, increasing
to around $3.2 million in 1950. One-third of these revenues is assigned
the Sheikh end his family, and the balance is partly set aside as reserve
funds and partly used to finance the current expenditures of the Government
a8 well as developmsnt projects 32/

30/ Middle East Economist and Financial Service, (Forest Hille, New York),
June 1951;: and Unlted States Department of Commerce, International
Reference Service, Arabian Peninsula Areas, vol. V, No. 92,

November 1948. '

31/ Arabian American Oil Company, Summary of Middle East 0il Development
(New York, 1948).

32/ J.H.D. Belgrave "The Future of the Bahrein Ielands™, The Arab World,
(London), October 1951. S
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Chapter 3

TEENDS IN PRODUCTION ARD PRICES IN SEIECTED COUNTRIES

Egypt

The most important factor in Egypt's economic situation during the
period under review was the sharp rise in the price of cotton. This
increaged considerably the value of Egypt's exports, but imports grew
correspordingly, giving rise to an import surplus in these years. The
deficit in the balance of payments was, however, more than covered by
releases from sterling balances. The expansion in incomes which cames from
the increased value of cotion exports, and the rise in import prices, as well
as the budget deficit of 19&9/50 , were responsible for t:;le rise in wholesale
prices, which, in 1951, were about 15 per cent above the previous post-war
peak of 1948, P

Owing to the relaxation of restrictions on acreage, production of cotton
regained the pre-war level in 1948, but fell slightly below it in the
following years (table 12). Prices for Egyptian cotton, which in the early
post-war period had followed the trend of American prices, rose sharply in
1948, partly owing to demand from Europe, where the dollar shortage persisted,
but there was a downward tendency during the latter half of the year and the
Pirst half of 1949. The devaluation of sterling and of the Egyptien pound in
" September 1949, and the increased demand for cotton from soft currency areas,
stabilized the price of Egyptian cotton during the following months, while
prices of cotton from the United States at first declined, then rose slowly.
The outbreak of war in Korea in 1950 wasb followed by a sharp increase in
cotton prices, which levelled off in the spring and summer of 1951, declined
in the fall, following the amnouncement of a large crop in the United States,
and recovered towards the end of the year when the previous estimate was ’
reduced. From the begimning of 1951, the Government of Egypt pursued a policy
aiming at maintaining the price of cotton by fixing winimm prices, and,
later, by undertaking to buy apny amount of cotton tendered at those prices.
The purchase of cotton was financed by the issulng of Treasury bills. In
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Table 12. Egypte Production, Prices and Exports of Cotton

1047 to 1951
Prices in Alemndr1a27 Exporte
Production Long Med ium Prices Quantity Value
Period (thousands of staple staple in (thousands (millions
metric tons)d/ (Earmek (Ashmuni United of metric of Egpt}an
*good") "good") statese/ toms)d pounds)d

19T eeecococas 286 hs 42 k2,32 3.4 336 69.3
1948, cecevcons koo 90.79 . 66.08 33.8 345 113.3
1940¢

JUD@. coeecoos .o 75.68 bk, 20 32.8 16h 58.9

December..... 301 78.66 75.18 30.3 359 106.
1950s ‘

JUNCcocscocns ee 7h‘.76 o 3398 203 71'7

December..... 37T 126,48 124 .09 k2,6 387 1ko.8
19513

Juneooooloooo L) 162060 117.01 h502 ‘Oe 105'5

December, . ... 345 161.25  99.81 42,0 22 143,68/

Sources National Bank of Egypt, Economic Bulletin; Food and Agriculture
Organization of the United Nations, Food and Agriculturel Statistics (Rome); Egypt,

Ministry of Finance, Monthly Swrvey of Foreign Trade; Intermational Cotton Advisory
Committee, Cotton Quarterly Statistical Bulletin (Washington, D.Ce)e

a/ Production during year or six months ending on date specified.

b/ In tallaris per cantar. One tallari equals 57 cemts (post-devaluation rate) and one
centar equale Bl,9 kilogremmes; aversge for year or month specified.

g/ 15/16" middling; average of 10 spot markets in cents per pound; average for
year or month specified.

4/ Exports during period ending on date specified.

e/ November.
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January, the export tax on cotton was doubled to TE8 per 100 kilogrammes, as
an anti-inflatiovary and revenue-raising measure, but In May it was reduced
to its pre-war level to stimulate exports.

The value of cotton exports in 1950 was over three times as great as in
19k6, and during the first half of 1951 a rate almost five times as high as
that of 1946 was achleved. Exports of other commodities, however, showed
very little increase, while the value of imports rose by two and a half tlmes
betwesn 1946 apd 1950. The mmin elements of Egypt's balance of payments are
shown in tables 13.

Except for 1949, all the post-war years showed a deficit on currenmt

- account but, taking the period as a whole, this was more tham offset by
releases from Egy'pt‘s sterling 'bala,nces.-J-‘- In 1950, Egypt had a surplus in
its current accounts with hard currency countriss, owing to several factors:
the large increase in exports of cotton to the United States; the declime in
imports from the United States and Canada; insistence on dollar payments for
exports of rice and some varieties of cotton; use of transferable sterling
for payments to Belgium, Sweden and SwitzerlaniZ/; ami the purchase of dollar
goods from non-dollar countries against payment of Egyptian pounds. This
surplus has been used to increase gold and dollar reserves, partly as a
cover for the note issue. Egyptian gold reserves and balances in United

1/ The latest Anglo-Egyptian agreement, signed 1 July 1951, provided for
the releasse of T150 million, out of Egypt's E230 million of blocked
sterling, during the mext 10 to 13 1/2 years. During the period 1951 to
1960, annval releases are to be P10 million, Egypt having the right to
draw an additlioral 5 million, to a total of 35 million during the
period, should its free balances fall below 45 million. Provision was
also made for the release of an additiomal Elk million in dollars in 1951.
Moreover, Egypt is to be assisted by the United Kingdom in obtaining
petroleum products against payment in sterling, to a total valus of
1l million in each of the ten years, 1951 to 1960 (Internmational Monetary
Fund, Intermational Finsncial Wews (Washington, D.C.), 23 March 1951).

2/ Intermational Monetary Fund, International Fimancial News, 1 Decenber
1950. .
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Table 13. Egypt: Principal Items in Balance of Payments, 1946 to 1950

(Milliqns of Egyptian pounds)

Item 1046 1947 1948 1949 1950
Credit:
Proceeds of eXport@ecceecscs 519 67.2 132.6 138.7 184.8
Shippingecsceccssccscsocccs o - oo Te9 Te5
Suez CanBl.ecccccescccccscse oe oo 18.k 23.0 26,2
Britieh army expenditures.. 20,7 11.5 23.1 11.5 13.0
Other credit itemSeccscocce  30.% 32.5 20.6 35.8 36.8
Total 103.0 111.2 1947 216.9 268.3
Debits
Payments for lmports....... 88.6 100.4 162.5 158.3 221.7
Shippingeceococscccccosccoce oo oo oe 8.8 T.0
Interest, dividends and
other revenueB.cscesecccee 12,1 8.7 6.8 13.7 15.8
Expenditures of tourists,
pilgrims and others...... 4.7 2.5 T.2 10.4 8.9
Other debit itemBececccccce  1T.0 31.3 30.% 20,8 28.9
Total 122.4 142.9 206.9 212.0 282.3
BalANCE.cocscsosoccsssscs =L10.M =31.7 =12.2 k.9 -1k.0
Redluction in sterling v
balANCEBscscocssssoccss 11,8 37.1 b.9 21.7 29.0
Increase in gold and
foreign exchangee.cecee oo 3.9 3.6 19.h 23.0

Sources National Bank of Egypt, Economic Bulletin.
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States banks rose from $82 million at the emd of 1948 to $116 million in
1949, $17h million im 1950 and $284 million in 1951.-3-/

One of the reasons for the growth in Egypt's imports bas been its
increasing deficiency in foodstuffs, notably cereals and sugsr, due to the
rapid increass in population. During the post-war years, restrictions on the
sxyes planted to cotton were gradwelly relaxed, and cereal acreage decreased
(table 14). Maize yields declinsd, while the wheat yleld remained
- unchanged, resulting in a decline in the total cersal crop. Imports of
cereals of all kinds rose from 16,000 metric tons in 1938 to 595,000 in 1949
and 614,000 in 1950,y but against this should be set an increase in exports
of rice, from a pre-war average of 97,000 tons to 309,000 toms in 1949 and
174,006 tons in 1950. Net imports of refimed sugar in 1950 totalled 115,000
tons, against exports of 42,000 tons in 1938; at the same time imports of raw
sugar declined from 109,000 tons to 18,000 tons. In 1951, howsver, the area
planted to cereals increased and a very goold crop was obtained.

In 1949, most Egyptian industries began to feel acutely the impact of
foreign competition, ard production in certain branches was curtailed. The
declared met profits of eighieen industrial companies with a combined paid-up
capital of TE9 million, fell from a peak of TE2,33%,000 in 1947 to TE2,166,000
in 1948 and 1,951,000 in 19’49.—5-/ Data for 1950 are incomplete, but show an
increase; in 1951 there was a distinct expansion in industrial activity,
stimulated by the rise in incomes and prices, and profits increased
appreciably.é

_3_/ International Mometary Fund, Internatioral Fimencial Statistics. During
the first half of 1951, exports exceeded imports for the first time since
the outbreak of the Second World War, ard the balance of payments showed a
surplus on current account. This favourable situation does not, however,
seem to have prevalled during the second half of the year, when deficits
were incurred, mainly in transactions with soft currency countries.

4/ Natiomal Bank of Egypt, Economic Bulletin, No. 2, 1951.
5/ Bangue Belge et Intermationale d'Egypte, Etudes financleres.

_6_/ Dividends distributed in 1950 by all Egyptian corporations amounted to
TE11.6 million, against ¥E10.4 million in 1949 (L'Egypte industrielle,
Cairo, November 1951).
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Tgble 14. Egypt: Area and Production of Principal Cereals

Pre-war, 1945 and 1948 to 1951

(Area in thousands of hectares; production in thousands of

metric tons)

Isars Wheat Maize Rice Barley Total
1934 -38:

AT@8..coccsocsvensce 588 649 17k 113 1,52k

Production...ceveess 1,184 1,616 609 225 3,634
1945

ATBB ccvosecncocscans 692 789 265 151 1,897

Production.cceecee e 1,182 697 866 262 4 oo7
1948

AT€B.ccccsccccvccsna 637 652 330 92 1,711

Production...... eess 1,080 1,409 1,308 167 3,964
1949:

ATOR .ccocaccnconcose 595 628 295 71 1,589

Production..c.... eeo 1,167 1,250 1,168 138 3,723
19503

ATE8 .ccovcocscscvase 576 610 29k e} 1,529

Production...eceeess 1,018 1,306 1,242 91 3,657
1951:

Area‘...n....o.'.... 6.@ 695 29"} 50 1,668

Production..... eesss  1,10H 1,446 1,260 99 3,999

Source: Food and Agriculture Organization of the United Nations,
Yoarbook of Food and Agricultural Statlstics; Monthly Bulletin of Food

and Agricultural Statistics.
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The Government made many efforts to help Egyptian industry, especially
the cotton textile industry, where capacity 1s now twice as great as it was
before the war and production two and a half times above the pre-war level.

In October 1949 duties on yarns were doubled and those on cloth were ralsed
appreciably. In the following year, duties on raw materials and machinsry
were reduced and those on wheat and meize eliminated; at the sams time duties
on luxuries and some manufactured goods were raised. A subsidy was granted
to exporters of cotton yarn, to offset the differential between the prices of
Egyptian cotton and of foreign cotton. In May 1951, all imports of industrial
machinery were exempted from customs duties.l/ These measures had little
effect on imports of cotton yarn and cloth, which were already at a low level,
but they stimulated exports of yarn, which increased from 10 tons in 1947 and
L2 tons in 1948 to 4,732 in 19k9,. 5,263 in 1950,§/ and 5,715 in the first
eight months of 1951. '

As table 15 shows, output generally increased, but some industries found
difficulty in disposing of their products and accumlated inventories.
Recently established factories not represented in the table include a chemical
fertilizer plant, a motorcar assewbly plant, a large shoe factory and e small
steel mill.

Some evidence is available of an increase in consumptlion in 1950,
resulting from higher incomes of cotton producers. The caloric contents of
food supplies available per capita in 1950/51 have been estimatedat 3 per cent
above the amwount in the preceding year; this however, is still slightly below
the pre-war level.®/ Sugar consumption has steadily increased, from 135,000
tons in 1938 to 252,000 in 1949 and 263,000 in 1950.3-'-0-/ Consumption in 1951
was estimated at 270,000 tons.-];l-/ Available supplies of cotton piece-goodé

_7_/ Interpational Monetary Fund, International Fimancial FNews, 18 May 1951.
§/ L 'Egypte_industrielle, Juns 1951.

9/ Food and Agriculture Organization of the United Fations, Monthly Bulletin
of Food and Agricultural Statistics, September 1951.

10/ Annual reports of the Sociéte Generale des Sucreries et de la Raffinerie
d BEgypte.

11/ Al Ahram (Cairo), 10 September 1951.
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Table 15. Egypt: Output of Principal Industries, 1947 to 1951

(Thousands of metric tons except as indicated)

Irdustry and product 1947 1948 1949 1950 19512/
Textiles: b /
Cotton yarn..ceecscecoscss ho= 50 58 53 26
Cotton fabrics ¢/ .oceoo. 143 156 152 158 87
Rayon yarn @/ «veeoceenes - 20 948 1,887 1,107
Rayon Fibres 4/ cecevecss - - 16 1,336 1,097
Woollen fabrics d/ ...... .o 878 1,406 1,206 589
Mining: :
Crude petroleum....cceesso 1,334 1,886 2,266 2,343 2,3009/
Phosphates...... N Y i 350 350 397 250
Manganese ore (metal
content)eeocscocscsosoo - 17 Lo 60 .
Common salt e/ cocevesees 623 360 h66 539 .e
Natron 4/ cccceccocccacss 5,100 L 000 1,k00 500 .o
Gold £/ ceocececcaacconas 2,090 3,858 7,045 10,32k .o
Other industries:
COMBOT <cveeevcoccacocass OUB 768 889 1,023 1,130 g/
Rofined SUZAY cccececesecs 185 199 216 231 218 g/
Alcohol B/ ceveceonnconns 9.8 9.k 9.k 4.6 5.5

Source: United Hations ,AMon'thly Bulletin of Statistics; National Bank of

Egypt, Economic Bullsting Egyptian Federation of Industries, 1'E

te

industrielle (Cairo); Société Misr pour la Rayonne, Annual Report, 1950.

a/ Six months.

b/ Estimated.

¢/ Millions of square metres.
a/ Tons.

e/ Exports.

f/ Ounces.

g/ Twelve months.

h/ Millions of litres.
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were estimated at 2.77 kilogrammes per caplta in 1948, 2.90 in 1949 and
2.63 in 1950. These compare with 2.45 in 1937 and 2.36 in 1938.-1-2-/

The rise in cotton prices, the increase in consumption and the expansion
of industrial output are reflected in greater fimancial activity (table 16).
The increase 1n the money supply 1s the combined consequence of a rise in
nots and currency circulation, caused by higher incomes and greater business
-activity, from ¥E14] million in December 1947 to ¥E189 million in December
1950, and to EE164 million in August 1951, together with a declime in
Egyptian Govermment deposits from FESS million in December 1947 to IE56
m1lion in December 1950 and TE25 million in August 1951.33/ These withdrawals
from government deposits were used in greater part to buy foodstuffs abroad
in an attempt to keep down the cost of living. Between 1945 and the end of
1950, the Government spent FE157.3 million on the purchase of local products
and 89.2 million on the purchase of foreign goods. Resale of foodstuffs at
lower prices resulted in a loss of FELO million to the Govermment over that
period.yl/ '

The 1911-9/50 budget accounts vshowed 8 deficit of ¥E5.3 milliony as in
provious years, expsnditure on military and development projects was less
than two-thirds of estimates B/ In the 1950/51 budget estimates, the
deficit was FE 25 million, while for 1951/52 it was estimated at TE18.6
m1110n.22/

The main development projects completed during the pericd under review
wore the Edfina barrage and the Suez Canal by-pass. The Pfirst, finished in
1951 at a cost ‘oi’ B4 million, will save 600 million cubic metres of Nile
water sach yea.;r.lé/ The seven-mile by-pass, the largest improvement since

12/ Fational Bank of Egypt, Economic Bulletin, vol. IV, No.3, 1951.

L3_/ Ibld. August represents the seasopal low in monsy supply. In August
1950, the note and currency circulation was FE143 million and government
deposits were TE42 million. :

14/ Commerce du Ievant (Beirut), 17 Jamuary 1951.

15/ United Nations, Statistical Yearbook, 1951; National Bank of Egypt,
Economic Bulletin. o

16/ Al Ahram (Cairo), 13 August 1951.
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Table 16. Egypt: Selected Indicators of Financial Activity
1947 to 1951

(Millions of Egyptian pounds)

Bank Index of Index of
clsarings, wholesale cost of
Bank loans  beginning of prices living
Monsy and year to end
Date supply a/ discounts of period (June -August 1939 = 100)
31 Decenmher:
19F7...... b11.7 61.3 386.5 311 280
1948...... k4O1.5 75.1 héT. .k 324 282
1949 .c00.. LU2h.6 97.6 k.5 322 282
1950.c.... U426.3 109.1 603.8 376 306
31 August:
1950...... 367.k 61.3 36k.9 3hh 295
1951cceees  379.7 64 .0 h76. 383 319

Source: United Nations, Monthly Bulletin of Statistics; Natiomal Bank
of Egypt, Economic Bulletin.

a/ Currency in circulation and bank deposits.
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the opening of the Suez Camal in 1869, provides two-way passage and thus

speeds up camal 'hra.ffico-]—'y Egypt is also participating 1n the construction

of a reservoir at Owen Falls, on Lake Victoria.

Iran

Economic develo_pments in Iran in 1951 were dominated by the repercussions
of the policy of petroleum matiomalization initiated in March 1951.
Implementation of this policy was followed by a stoppage of oil exporte in
Juns 1951 and the shutdown of the oilfields and of the Abadan refinery in
August 1951. O0il revenues, except income from local sales of petroleum
products, practically ceased; foreign exchange holdings dwindled; unemployment
increased; development activities were curtailed; imports were restricted;
and public borrowings lncreased. On the other hand , the rise in agricultural
and industrial production, the expansion in exports other than petroleum,
the economy measures which were adopted, and other steps taken by fhe
Government, prevented the full impact of the closure of the oil industry from
making itself felt on the economy. By the end of 1951, Iran was in the
process of adjusting itself to an economy functioning without substantial oil
revenues as bad been the case to a certain extent in the nineteen thirties,
when most of the governmsnt revemue derived from petroleum was used for the
purchase of armments.

In recent years petroleum production has constituted approximately one-
third of the total geographical product of Iran, and the oil industry through
direct payments to the Government, wages and other local expenditures
accounted for arourd one-tenth of the mational income. Direct payments to
the Governmsnt by the Anglo-Iranian 0il Company on account of royalties,
taxes and share of profits were 1,885 million rials in the Iranian year 1950/
51,-]-'-81 as against 1,284 million rials the previous year, totals which were
about 20.5 per cent and 15 per cent, respectively, of the Government's actual

17/ Middle East Econonmilst and Fimancial Service (Forest Hills, New York),
Septenber 1951.

18/ The Iranian year begins on 21 March.




-50-

budget expenditures ,1'2/ (including the development budget). These revenues,
according to the law of February 1949 , were sarmarksd for the Seven Year
Plan Organization, to carry out its development projects.

The role of petroleum in the balance of payments of Iran was highly
important. The foreign exchange contribution of the pstroleum industry to
the Iranian economy (table 17) was 3,524 million rials in the Iranian year
1949/50 and 3,680 million in 1950/51. Foreign exchange thus received provided
65 per cent of foreign exchange disbursements of the authorized banks of
Iran in the year 1950/51 as compared with 5% per cent in 19%9/50 and 70 per
cent in 1948 /49,

After ths shutdown of the petroleum industry in August 1951, and the
stoppage of oil revenues and foreign exchange receipis, the lmmsdiate major
problsus of Iran consisted of the adjustwent of the balance of payments, the
balancing of govermment revenues and expenditures and the provision of work
for unemployed petrolsum worksrs. The petroleum industry had employed about
70,000 Iranians in early 1951, of whom 57,000 were direct employees of the
Anglo-Iranian O0il Company, out of a total industrial labour force in the
country of around 300,000. The trend of unemployment in Iran, after reaching
a peak in the Pfirst half of 1950, was downward until August 1951, when the
Anglo-Iranian 0il Company ceased paying the wage bill of its workers,
amounting to about 1,800 million rials & year. The Irsnian National Oil
Company, finmanced by the Government, became responsible for paying the idle
employees and meeting the other expenses of the mationalized oil industry.?-g-/
Part of this expenditure was met by the local sale of mearly ome million tons
a year of pestroleum products; the rest was oObtaimed by drawing on foreign

Q/ These figures do not include government receipts from customs duties
paid by the company on imports of consumption goods or the proceeds of
sales of foreign exchange certificates received from the company, as well
as other taxes. These items amounted to around 820 million rials in 1949
and 930 million in 1950. '

20/ Early in November 1951, Iranian technicians resumed operation of part of -
the Abadan refinery, as well as extraction of crude from Agha Jari field,
to fill the storage space provided by gradual withdrawal of oil products
for domestic consumption. Operations in the smll oilfields and refinery
in Kermanshah have continued.
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Table 17. Iran: Exports and Imports of the Anglo-Iranian 0il Company
and Foreign Exchange Contribution to the Iranian Economy

1949/50 to 1951/52

(Millions of rials)

Exports of ‘Total ilmports Foreign exchange
. petroleum (capital goods contribution to
Yeaz&/ products and consumption the Iran 8co=
goods) nomﬁn
1949/50 e cavnenens 15,309 - 1,8899/ 3,52k
1950/51sc0c00ncans 22,18k 91k 3,680
1951/524  cassccnns 9,381 2h7 .o

Source: Bank Melll Iran, balance sheets of 20 March 1950 and
20 March 1951; Bank Melli Bulletin, No. 111; Ministry of Finmance,
Monthly Bulletin of Foreign Trade Statistics of Iran.

a/ Beginning 21 March.

3/ Direct payments to the Government and purcha.se of Iranian currency
for local expenditure.

¢/ Adjusted.
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exchange reserves covering the note issue. A few thousand oil workers were
transferred to the construction of dams in Khuzistan Province, others turned
to building activities in Abadan and the oilfields, and some continnmed the
partial operation of the industry for local needs; however, the greater part
of the number remined non-productive.

The balance of payments position of Iran was favourable in the Iranian
year 1950/51 (table 18), but the stoppage of foreign exchange recelpts from
oll opsrationms in 1951 resulted in & large deficit, which was filled mainly
by drawing on foreign exchange holdings. The main expenditure item, imports,
had been running high since 191+9, because of the poor ‘1949 crops and also
because of incressed.imports of capltal goods and consumer goods, espsclally
textiles, in the following years. Imports totalled 6,742 million riale in
the year 1949/50 (table 19), 6,246 million rials in 1950/51 and about 3,788
million rials in the following six months. Exports meantimes rose rapidly,
largely owing to the resumption of trade with western Germany and a barter
trade agreement with the Union of Soviet Secialist Republics, as well as
increasing prices of export ltems in 1950 and 1951. As a result, exports
increased from 1,712 million rials in l9h9/50 to 3,&95 million in 1950/51
and to about 1,950 million in the period March to September 1951.

Up to the end of 1951, however, the increase in exports was far from
closing the gap between ilmports and exports, although prospects were
for further improvement. In the crop year 1951/52, Iranian production of
sugar, one of the leading import itemws, was estizated at 67,000 metric toms,
as against about 30,000 in 19&9/50. Crops wers generally favourable, and
there were no shortages requiring added imports. Output of domestic factories
such as textile and glass factories, and of several other industries, had
also considerably increased. The supply of several export items - for
example, cotton, dried fruits, rice and wool -~ had also sharply ;isen. Cotton
output in the crop year 1950/51 was estimated at mearly 50 ,000 tons, that is,
about two-thirds above the 1949/50 level. A%t the same time, imports of
capital goods had to be curtailed owing to lack of funds.

In order to fill the gap in the balance of payments in the second half
of 1951, the Iranian Government was authorized to draw up to El4 million on
the foreign exchange backing of notes issued, of which E12 million had been
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Table 18. Iran: Balance of Payments

Fiscal Years 1948/59 to 1950/51

Ttem 1948 /49 1949 /50 1950/51
Receipts by: A
Governrent {royalties; taxes; share of
profits from Anglo-Iranian 0il Company). 1,17k 1,284 1,885
Authorized banks:
Sales of forelgn exchange by Anglo-
Iranian 0il Company for 1ts
10081 ©XPeDAitUreS cececcccceocscssacs 2,068 2,2h0 1,795
Exports, including sales of bank
.Njelli's Bilver.........o-............ l,7h'5 1)172 1,971
MiSCBllANBOUS ecsovescscsccacoscccocssas 117 8311—&4/ 138
Total receipts 5,10k 5,530 5,789
Disbursemsnts for: b /
Immrtls"..lti.‘l...IOOOQOIIO...ODQOOQOQQO h,272_ 6’l)+1 h’703
Other 1%“.........OOGOIQCQIGQOOODOOOOOO 370 382 973
Total disbursements 4,642 6,523 5,676
Increase (+ ) or decrease (=) in
foreign exchange holdings....... 4462 -993 $113

Source: Bank Melli Iran, balance sheets for 20 March 1949,
20 March 1950, apd 20 March 1951.

b/

Including receipt of the equivalent of 742 million rials by the
Governmwent from the United Kingdom on account of using the Trans-
Iranian Railways.

AdJusted.
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Table 19. Iran: Foreign Trade,?‘-/ 1949 /50 to 1951/52

(Millions of rials)

PeriodP-/ Imports Exports Balance
1949/503 |

First halfeeececocsces 3,035 809 -2,226

Second halfeecccecoecs 3,707 903 -2,804
1950/51:

First hbalf.ccoccocnces 2,761 875 -1,886

Second half...eeceeeee 3,485 2,620 -865
1951/52:

First balf..eccecoceee 3,788 1,950 -1,838

Source: Minlstry of Finance, Monthly Bulletin of Foreign Trade
Statistics of Iran.

9_./ Ez:clut}:lng imports and exports by concessionmaires and the petroleum
COmPATY . _
b/ Year beginning 21 March.
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used by the end of 1951. Despite this, in December 1951 Tran still

owned about ‘$58 million of foreign exchenge and $138 million of gold,

in the note cover, as against $102 million and $139 million, respectively,
in December 1950, Decressing forelgn exchange holdings and the withdrawal
by the Uni'lied. Kingdom of Iranfs privilege of converting its sterling
holdings into dollars prompted the Iranian Govermment to buy $8,750,000
from the International Monetary Fund in November 1951,-2—1/ In addition, in
the last two months of 1951 seversl measures were taken by .the Govermment
to restrict imports and to cut foreign exchange sperding abroad in order
to adjust the unfevourable balance of payments.

Owing mainly to increesed expenditure under the seven-year plan, the
Govermment®s financial condition was already unfavourable when the shutdown
of the oll industry cut its direct receipts from the petroleum industry
(table 17). The govermment budget , including both revenue from petroleum
and expenditure under the seven-year plan, showed a deficit of about 1,000
million rials in the year ending 20 March 1950, and 1,200 million rials in the
following yea.r.2—2/

In order to meet the incressed deficits in the second half of 1951
resulting from the stoppege of oil revenues and the provision of funde for
the wages of workers of the oll industry, the Govermment was authorized by
Parlisment to utilize the greater part of the proceeds of the sale of
14 million in foreign exchange and to issue 2,000 million rials of
govermment bonds. By the end of 1951, about I12 million had already been
used; in December 500 million rials of govermment bonds were floated. In
the meantime, as a result of econcmy measures taken by the Government,
particularly the curtailment of funds available for seven-year plan projects,
& balanced budget was submitted to Parliament ,

The Seven Year Plan Organization absorbed 2,234 million rials
($70 million) of oil revenues during the period between July 1949, the

21/ In 1949/50 the equivalent of about $93 million of Iran's sterling
holdings was converted into dollars, amd in 1950/51 the corresponding
amount was, $41 million (annual reports of Bank Melli Iran).

2_2_/ United States Department of Commerce, Business Information Service,
World Trade Series, Iran: Annual Economic Review for 1950 (Washington, D.C,)
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inception date of the plan, and November 1950. This represented 83.8 per
cent of the total revenue of the organization, including a loan of 195
million rials from Bank Melll Iran. The expenditures of the organization
during this period amounted to 2,452 million rials, 12 per cent of which
was spent on a@:'iculturé and irrigation, 16.5 per cent on transport, 14,8
per cent on industry, 25 per cémt on loans to and rehabilitation of
governmment-owned industrisl and mining establishments, and the rest on
administrative and other expenditures., In addition, work is progressing
on the installation of & drinking water system for Tehran; by the end of
1951, about 400 million rials had been spent on this project.gy

The budget of the Seven Year Plan Organization, covering the perlod
between December 1950 and Mawrch 1953, had anticipated & revemus of 5,690
million rials, 54.2 per cent of which was to come from oil revenues, The
interruption of the latter in April 1951 seriously curtailed development
activities in Iran. In 1950, Tran wes granted a $25 million loan by the
United States Export-Import Bank, but no part of this had been made
available to December 1951.

Irag

During the past two years, there has been a great improvement in the
econamic situation of Iraqg; this was due both to the developments in the
petroleum industry, which have been described in the preceding chapter, and
to bebter agricultural conditions.

Following the very poor seasons of 1947 and 1948, when wheat production
barely covered domsstic requirements, crops increased considerably. Table 20
shows the production of the principal ones. The increase in production in 1949
and 1950 resulted mainly from a rise in yields, due to favourable weather ‘
conditions; in 1950 there was also an expansion in aci‘eage. Mechanization of
agriculture has made progress; in 1951, there were in operation 320 combines
and 750 tractors E’i/ Many lrrigation pumps have alsc been installed, the

23/ Bank Melli Bulletin (Tehran), July 1951; and Keyhan (Tehran), 26 February 1952.

2k/ International Bank for Reconstruction and Development, The Economic
Development of Iraq (Washington, D.C., 1952), page 19.
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Teble 20. Iraq: Production of Principal CGrops, 1946 to 1950

(Thousands of metric tons)

Year Wheat Barley Rice &/ Dates cotton 2/
1946 ..... 370 895 356 295 1.0
o7 ..... 235 : 500 193 301 0.6
1948 ..... 301 570 350 170 0.5
949 ..... 450 750 212 255 1.9
1950 ..... 520 900 .o 4o6 12.5
1951 e/ ... 650 900 .o 270 19.0

Source: United Natlons Relisf and Works Agency for Palestine
Refugees, Quarterly Bulletin of Economic Development, 1952; Food
and Agriculture Organization regional meeting, Bloudane, Syria;
International Monetary Fund, Interpational Financial News Survey,
4 puguet 1950; Middle East Economist, June 1951.

a/ Unhusked.
b/ Gimmed.
¢/ Estimated.
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number rising from 2,757 in 1945 to 3,748 in 1951.g§/ Information relating
to 1951 shows that an appreciable expansion in cultivated area has been
offset by & decline in yields. The expansion in acreage vas particularly
marked for cotton; acreage devoted to this crop increased more than tenfold
bebtween 1948 and 1951. Industry continued to play a very minor part in the
country’s sconomy, its gross output being estimated at only 3 million dinars,
but same development has recently taken place, stimuilated by improved
agricultural conditions and by govermnment assistance. The cement and
brewing industries are in the process of doubling their capacity; cotton and
woollen textile factories have expanded. A jute factory and a cotton textile
factory, with 20,000 spindles and 400 looms, are being set up, and the
construction of three small sugar refineries has been approved. Consumption
of electricity by industry is increasing steadily, rising from 20 million
kilowatt-hours in 1946 to 35 million in 1949, The paid-up capital of the
govermment-owned industrial bank is to be raised fram 550,000 dinmars to
1,000,000 dinars; in 1950 it advanced loans of 200,000 d.inars.26

As table 21 shows, Iraq experienced balance of payment difficulties
in 1947 and 1948, In the former year imports were twice as high as exports,
and in 1948 they were more then three and a half times as high. Moreover,
the closing of the pipeline to Haifa, following the outbreak of the Arab-
Israell war, reduced production of petroleum, as well as the royalties paid
by the petroleum companies, but this was partly compensated by increased
capital investment in Iraq by these companies. The deflcit on current
account was covered by sales of securities and other assets by the National
Bank and commercial banks. “

In 1949, the position was eased by a sharp decline in the import
surplus, and the deficit on cwrrent account was greatly reduced. In 1950 there
was a marked improvement. Exports almost doubled in value owing to a large

2_5_/ Ministry of Economics, Statistical Abstract, 1949, and United Nations
Relief and Works Agency for Palestine Refugees, Quarterly Bulletin of
Econamic Development (Beirut), No. 1, October 1951.

26/ Internatiomal Monetary Fund, International Financisl News Survey,
3 October 1951.
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Table 21. Irag: Principal Items in Balance of Payments, 1946 to 1950

(Millions of dinmars)

Item 1946 1947 1948 1949 1950

Seratem

Merchandise exports (f£.0.b.).... 15.2 17.3 10.3 14 .8 26.0
Merchandise imports (c.i.f.).... 25.2 35.0 36.9 30.0 29.9

Tm&e b&l&n@ eeo0e O CBOO 20 "1001 "1707 ”26.5 -1601 = 319

Non“mmmm gold.0000050000901o - 106 o Onh = @ L
Transportation and other

se"ices..Q..DCOOOIIQGCOC. @ w o a 2"'5 OO6 108 2'9 392
Romittances and capital

movemnts ‘...'0‘.0..'.00-00;0 L= 0.1 O-l 0.2 0.7
0fficial non-compsnsatory

tra.ns&ctions 6060205090090 ¢02 8000 had 0-3 hd 0.8 2-1 = 3.8
Foreign sxchanges provided by

petroleun companies a/ seeev.. b1 7.7 11.1 7.6 9.1
Errors and omissions .ececcecoss 0.3 2.2 1.2 ) - 3.k

Surplus or deficit on
Gurmn‘h 3»000'(111"': ¢ 990020000 e 3-0 - 80"“ "10-2 = 1.2 9-5

Sources Intermational Monetary Fund, Internatiomal Firancial Statistics »
Febrvary 1952. '

a/ Including royalties and other local expenditures by the companies.



=60=

increase in the quantity of grain and of dates and & sharp rise in the
prices of cotton and wool, ‘w"hile imports were restricted by the
establishment, in March 1950, of foreign exchange control, the fixlung of
import guotas and the ralsing of customs duties on luxury good.s.g:(/ At the
sams time, production of petroleum increased by 50 per cent, and royalties
rose more then correspondingly. The year therefore closed with a surplus
on currsnt account, the Pirst since the end of the Second World War., It is
likely that this improvement was maintained in 1351, since the large
increase in petroleum royaltles probably offset the import surplus,

Iraq's sterling balences, which amounted to B70 million in June 1%538./
and £60 million in July 1947,22/ were rednced to about EA5 million by the
end of 1949, At the end of October 1951, they stood at 49,6 million, Q
In 1950, Iraq contracted two foreign loans: I3 million from the United
Kingdom, for railway development, and $12.8 million from the International
Bank for Reconstruction and Development, for flood control projects.

The deficit in current accounts exerted a deflationary pressure on the
economy in 1949, Construction and other forms of investmsnt slowed down.
The situation was aggravated by the dislocatlon caused by the exodus to
Israel of Iragqi Jews, who had played an important part in the commercial
1life of the country and owned many of the smaller banks. In an effort to
balance the budget, the Govermnment curtailed expenditure on public works
and succeeded in reducing the deficit for 1949/50 to a small a.mount.zl-'-/

The devaluation of the Iraqi pound, together with the pound sterling, in
September 1949 brought some relief, and the improvement in crops made
possible increased exports im 1950 and 1951, while the rise in revenues

gjj United Natione Relief and Worke Agency for Palestine Refugees, op, cit.
28/ The Economist (London), 21 August 1948, ’

29/ British Information Services, Britain and Middle East Development,
November 1951.

30/ United Nations Relief and Works Agency for Palestine Refugees, op. cit.

3}/ United States Department of Commerce, Foreign Commerce Weekly
(Washington, D.C.), 1 May 1950.
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from petroleum, and the lnans contracted by the Government, exerted an
inflationary pressure. The index of wholesale prices, which had fallen to
75 in September 1949 (1948 = 100) rose to 82 in May 1950, 90 in
December 1950 and 101 in December 1951. 2

In 1950, a start was made on a large-scale economic development plan,
By the terms of a law passed im April 1950, all oll revemnes accruing to the
Government will be handed over te the Irag Development Board and spent on
development projects. Under the plan which this board has been carrylng
out, a total of ID 57.8 million has been allocated, as follows: irrigation,
ID 29.5 million; wells and dreinsge, ID 5.8 million; building, ID 11.6
million; roads, ID 3.9 million; administration, ID 1 million., In may 1951,
the total authorized was raised to ID 65,7 million to cover additional road
and bridge building and other projects,

The principal development projects being carried out at present are at
Wadi Tharthar and Habbeniya. The Wadl Tharthar project will provide flood
control and permit year-round navigation between Baghdad and Basra; it will
also provide irrigation water and offers possiblilities of generating
hydro-electricity. - Work on the Habbaniya scheme is Far advanced, and it
18 hoped to utilize part of the works in 1952, to lrrigate 160,000 hectares,
Operations have begun on the Dokhen dam, on the Lesser Zab River, and
projects on other tributaries of the Tigris have been approved. Drainage
work is being carried out, and some of the irrigation canals are being
improved. A large-scale programme of road and bridge building is also under
wvay. Other projects incliude public buildings, mechanization of agriculture
and small-scale electrification. The increase in revemnes from petroleun
has removed the financial obstacles holding up development in Irag, but
difficulties have been caused by the shortages of technicians, skilled and
seml ~skilled labour and meterials,

32/ United Nations, Monthly Bulletin of Statistics,

33/ United Nations Relief and Works Agency for Palestine Refugees,
Quarterly Bulletin of Economic Development, No. 1, October 1951.

34/ Bred Fisk, "The Wadi Tharthar Flood Control Project”, in Middle East
Journal, summer, 1951,
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Another important step was the passing, in June 1951, of & law
empowering the Govermnment to Set up, on all government-owned land,
co-operative farms such as the one successfully tried out at Dujaila. So
far, about half the non-desert area of Ireq has besen surveyed, and of this
64 per cent 18 govermment-owned, Land has been allotted to landless
peasants in two areag in the north of Ireq, and preparations for settlemsnt
are proceeding In two localities in the southerm part of the country. It is
estimated that 2,500 fauidlies will bensfit from thess projects in the course
of 1952,

Jsrael

The chief characteristice of the Isreell economy during the period
under review have been large-scale immigration; & great inflow of foreign
funds; a high level of investment; increased output; & heavy import surplus;
and powerful inflationary pressures. All of these are closely
inter-connected,

The population has grown rapidly and continuously, from 867,000 at the
end of 1948 and 1,164,000 at the end of 1949 to 1,370,000 and 1,560,000 at
the end of 1950 and 1951, respectively. Immigration has accounted for most
of this increase: 111,000 persons betfreen 15 May and 31 December 1948;
239,000 in 1949; 170,000 im 1950; 174,000 in 1951.

Output has Increased considerably, but at a rate less than the
percentage of population increase., In September 1951, the Minister of
Finance estimated that industrial and sgricultural production had increased
by 80 per cent since the establishment of the State, while the population
had more than d.oubled.3§/

The national income was estimated at BI330 million,ﬂ/ ageinst

United NHations Rellef and Works Ageuncy for Palestine Refugees.
Israsl Information Office, Isreel Digest (New York), 28 September 1951.

Jewish Agency for Palestine, Isreel Economic Horizons (New York),
September 1951.

Bl




-63-

EI250 million im 1949, .Table 22 shows the number of gainfully employed
people in 1950 and the contribution made to the mational incoms by the
different sectors. Both the figures for employment and those for nationsl
income are somewhat above the level anticipated in the four-ysar development
plan, which envisaged a national income of BIW9O million end a gainfully
employed population of 666,000 (out of a tetel populatiom of 1,800,000) by
195328

The increase in agricultural output hes been achieved partly by
bringing back into cultivation farms owned by Arabs who had left the country
during the Arab-Israell conflict, farms which had been left untilled after
the hostilities of 1948 end 1949; partly by putting new land under
cultivation; and pertly by increasing production on existing Jewlsh and
Arab ferms. The ares under rain-fed crops increased from 135,000 hectares
in 1948/49 to 213,000 in 1949/50, while the irrigated area imcreased from
29,000 hectares to 35,000 hectares, The value of sgricultural output on
Jewish farms rose from BI27 million in 1947/48 to BIN3.T million in
l‘9h9/50.w In 1950/51 with a cultivated area of about 350,000 hectares
(including 50,000 hectarss of land lying fallow in the Negeb), & drought
caused much damage, especlally to cereals and deciduous frult, bringing
production down considerably below the level of the previous year, despite
the increase in acreage.

The 1950/51 citrus crop amounted to 8,153,000 mxea,w against
6,270,000 in 191;9/50.M The current crop is estimated at about 9 milliem
boxes. It is estimeted that the area in Palestine devoted to cltrus fruit
declined from 30,000 hectares, when production reached & peak of 18 million
cases in 1938/39, to 27,000 hectares at the end of the Second World Wer,

AL, Gruenbaum, Four Year Development Plan of Israel (Hakirya, 1950).
State of Israel, -Govermment Yearbook, 1951/52.
Isreel and the Middle Fast, Special Issue (Tel Aviv), 1951,

United States Department of Commerce, Forpign Commerce Weekly
(Weshington, D.C.), 6 August 1951,

E.L, Gaton, op. cit,
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Israely Employment and Imcome, 1950

Branch of Industry Number Per cent Income Approximate
or service employed of total (mi113ons percentage
employed of Israell of total
pound.s) income
Agricu.lme...a.--....... 97,000 210‘0 32'1 9'5
Menufacturing........ ee.. 107,000 23.3 82.2 24.3
Building and construction 27,000 5.9 40,0 11.8
Comerce‘oe'oocoioo-ocnﬁo 63,000 13'7 l“'9.9 1h’8
Transport and
commnications....ceeuee 23,000 5.0 20.9 6.2
Financeoaoooon.oQQQOOOQQc 1_1,’000 211‘ 9.5 208
Other serviceS........... 132,000 28.7 103.6 30.7
Total 460,000 100.0 337.6 100.0

Sources E.L, Gaton, The Israell Economy in 1550, Specisl Study No. 1

(Central Statistical Office, Jerusalem) (in Hebrew).
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Further destruction during the Arab-Isreeli conflict brought it down to
about 15,000 hectares; the area at present under citrus in Israel is
estimated at 13,500 hectares,

Output of vegetables has increased by 220 per cent since the
eatablishment of the State; this has been achieved by expanding the
cultivated area from 7,000 hectares in 1948/L9 to 13,000 hectares in 1949/50
end 17,500 in 1950/51. The £ish catch has also considerably increased,
being estimated at 18,000 tons in 1951, against 7,000 ia 1950.5/ This
tonnage covers a little mors than half the country's consumpﬂon. Israel is
still dependent on imports for 85 per cent of its bread cereals, oils and
fats, and 55 per cent of its combined poultry and meat comsuxmpts.c»n.lm It
is estimated that since the establishment of the State employment in
agriculture has increased by about 60,000, Mechanical equipment used in
farming increased between 1943 and the end of 1950 as follows: tractors,
from 547 to 3,500; combines, from 232 to 943; ploughs end cultivators, from
154 to 3,527; seeders, from 154 to 632; balers, from 143 to 55l.h

Current development plans envisage an expansion of cultivated area to
nearly 500,000 hectares by 1353. The chief increases planned are for grain,
from 230,000 hectares to 410,000; for vegetables and potatoes, from 12,000
hectares to 22,000; for citrus groves, from 12,000 hectares to 15 ,OOO; for
other orchards, from 26,000 hectares to 33,000.“6 The value of
agricultural output is to increase threefold, to almost BI100 million.,ﬂ/

Industrial output has approximately doubled in the past three years,
Grosg output in 1950 was estimated at EI195 million and net output at
£I82.2 million, against EILO million (net) in 1948, The number of workers
employed rose from 55,000 to 107,000, and industrial consumption of

Israsl Digest, 7 September 1951; the figures for 1948 and 1949 were
2,700 tons and 4,200, respectively.

American Financial and Development Corporatliom, op, cit.

Israel Economlic Horizons, June 1951.
Jerusalem Post (Jerusalem), 4 August 1950,
Middle Fast Economic Service (Forest Hills, New York) August 1950,
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electricity increased from 8h4 million kilowatt-hours to 1kl mill‘,!.on.w
During the past three yesrs, many factories have been re-equipped with
up-to-date machinsery and several new industries have started operationm,
including a motorcar assembly plant, & steel mill, & plant for making
electric refrigerators, & shos factory, an electric bulb factory and & tire
and rubber plant. However, industrial expansion hes been slowed recently
by the shortage of ilmported raw materials and, at the begimming of 1951, by
strikes and lockouts .h Table 23 shows the increase in output in some
leading induatrles,

Under the proposed four-year plen, the total capital invested in
mennfacturing was to have increased from BIS4 million in 1950 to
TI88 million in 1953, employment in memufacturing was to have risen to
122,000, and gross output to have reached a value of BI23L million.lo/

The planned increase was o have affected the ma jor industriasl groups in
approximately equal proportions.

Construction has been maintained at a high level, the floor space of
new buildings completed rising from 324,000 square metres in 1949 to
639,000 in 1950 and 520,000 during the first half of 1351. It is estimated
that during 1950 there were 20,000 unemployed, including unemployed in
immigrant reception camps, or 4.3 per cent of the total number of income
earners, "At the same time there is a scarcity of skllled labour of certain
descriptions which may sometimes hamper the increase in employment for
unskilled workers, "Zl/

In 19%9, net investment amounted to BEITO million, or 28 per cent of the
national income; in 1950, it increased to BI1llk million, or about one-third
of the national income. These sums were distributed as indicated in
table 2k, A large part of this investment has been made by the Govermment,

Isreel and the Middle East, special issue, 1351.

Central Bureau of Statistics, Statistical Bulletin of Israel,
vol, IT, Nos. 3 and 4 (Jerusalem).

Israel Economic Horlzons, August 1950.

M. Kaleckli, Report on Main Current Ecomomic Problems of Tsrael
(Tel Aviv, 1951), page 6.

B K&
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Table 23. Israel/Palestine: Output of Certain Industries

1947 to 1951

Industry or product

and unit 1947 1948 1949 1950 1951
Electricityé/ (ml1lions of b
klowatt=hours) cececessos 304 261 329 L6k 370—/
Cement (thousands of metric /
AONIS) e v veciooaoasaconosas 328 160 oy 380 3625
‘Scap (metric tons).cecsocss 5,8009/ 2,6009/ 5,400 9,200 .
Cigarettes (metric toms)... 1,063 51r9/ 1,031 1,516 6173/

Matches (boxes, thousands / /
of gross)"..........-..ﬁ 231 Bé 182 @2 96-6-

Beer (thousands of litres). 17,972 3,6709/ 8,936 12,288 3,9&&2/

Wine (thousands of litres). 7,511 2,&&19/ 6,501 3,078 h,ogsi/

Sources Central Bureau of Statistics, Statistical Bulletin of Israel;
United Nations, Monthly Bulletin of Statistics.

a/ Sales.

b/ January to August.
¢/ Janvary to October.
d/ June to December.
e/ January to April.
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Table 2%. Israel: Net Investment, 1949 and 1950

(Millions of Israeli pounds)

Itenm 1949 1950

Residential construction (excluding housing

in agricultural settlements)..oceceeeco 31.0 55.0

Agriculture (including housing in agricul-
tural settlements)..cceccccceccocccsscs 18.5 28.0
InAuStTYeoescsocccacoscososcoccsccoscscsscnss 11.5 15.0
Transportation, public works and services.. 9.0 16.0
Total 70.0 114.0

Source: Amsrican Financial and Development Corporation for Israel,
State of Isrsel, Independence Issue.
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drawing on both foreign and domestic sources. In addition to a balanced
ordinary budget and a secret defence budget, there 1s a development budget,
expended as shown in table 25,

The inflationary pressure generated by the high level of investment,
the military expenditure and the cost of maintenance for new immigrants has
been to a large extent offset by the considerable import surplus, financed
by forelgn gifts or loans. In both 1949 and 1950, private capital imports
covered less than half the deficit on curremt account (table 26); the
balance was nhde up from National Funds, releases from sterling balances and
drawings on the Export-Import Bank loans. At the end of 1951, the Israeli
pound depreciated, on the free market, to a low of 49 cents in Geneva ; a8
against an officlal rete of $2.80.

Israel's exports durlng the first half of 1950, at EIT,300,000, covered
15.2 per cent of its imports, which totalled BI52,540,000, During the
second half, exports registered a seasonal decline, amounting to only
BIL,640,000 or 9.2 per cent of imports, which were £I50,060,000, Measures
were taken to reduce Imports, During the first half of 1951, however, they
amounted to TI52,500,000, but exports increased to BILO,TT70,000, covering
20.5 per cent of imports,

Numerous commercial agreements have been concluded, designed to further
Israel's exports, in return for its large importe. During 1949, the
Government concluded agreements with Finland, Hungary, the Neﬁherland.s,
Poland, Uruguay and Yugoslavia, providing for imports aggregating
$33,916,000 and exports totalling $3,998,000 the balance to be paid in hard
currency and capitel trensfers., In 1950, agreements with Argentina,
Czechoslovakia, Finland, Hungary and the Netherlands provided for imports
worth $33,560,000 and exports worth $12,060,000; 2/ an agreement was alseo
concluded with Turkey for the exchange of up to $340,000 of goods,

Analysis of imports during the first half of 1351 showed that 30 per cent
consisted of consumer goods, an increase in value of 15 per cent over the

52/ Israel Economic Horizons, November 1350.
53/ Turkish Information Office, News from Turkey, 7 September 1350.
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Table 25. Israel: Developmsnt Budget, 1949/50 to 1951/52

(Millions of Israeli pounds)

1949 /50 1950/51 1951 /52
Ttem (closed accounts) (estimtes) (estimates)

Revenue:
Government land bonASccccecoceoces 16.7 35.0 10.0
In'tern&l lwm-'.o-ooonoason--ono Ll 10~0 10.0
Payments on account, Export-

Impor‘b B&nk 103.118.....-....-.. - 305 L
Export-I@OI”t Bank lwns-.-...-.o 18-1 16.5 12‘3
Bornd issue in the United States.. - - 30.0
United States grant-in-aid.c..c... - - 18.0
OthBI‘ IeVBNUBS scveacsveccsonsssscnse lol - l“o?

Total revenue 35.9 65.0 85.0

Expenditure:

Housing and public buildings..... 9.7 24.8 19.4
Public WOrKSBeceeocoeccososcoceses 3.3 3.0 6.5
loans to local authorities....... 3.5 6.5 5.5
AgricultUre..cooccooscoscscsocone 9.9 11.3 2k .5
Industry'..D’...I.O.'.OQ..BO.‘Q..- 0‘)4' 807 1701
Communications ccceccoscescccasnss 7.7 6.0 6.8
P OULiEMe ccococcoccoonscosconcnses g 0.7 i 1.3 1.3
Miscellan®ouS.ceecceacsocosnccccocs : 3.4 3.9
Total expenditure 35.2 65.0 85.0

Source: Central Bureau of Statistics, Statistical Bulletin of Israel;
Jerusalem Post (Jerusalem), 5 Deceumber 1951.




Table 26, Israel: Current Accounts and Capital Movements, 1949 amd 1950

(Millions of Isreeli pounds)

1949 1950
Current accounts Credit Dedbit Het credit Credit Debit FHet credit
or debit (=) or debit (-)
Goods (imports c.i.f. and exports £.0.b.)sc.. 10.6 87.7 -77.1 13.2 102.6 -89.4
vael abI'oad- B 9 Q@0 OO 6O OO Q0 20 OD OH SO SEe 6 GO VS 201 098 103 1-2 l'o 092
TIANBTOTY ) | . iueirenorrononncosnnones 1.2 0.3 0.9 0.9 1.9 1.0
Insurance )
Revenus from investments ..c.ccocscvccscsccoss - 0.3 =0.3 - 0.5 =0.5
G'O'Vemnt 22 6000 00Q90 B0 POBS 900Q00GBB0 @0 B8 OO0 l-5 2.2 "'0-7 l.o l"n5 "3.5
Miscell&.neous 0005000606006 9892002009060028060 LI Y bl 198 -1‘8 2c5 209 -Ooh
Total, goods and services 15.4 93.1 <T7.T 18.8 113.h =0k .6
Gifts and paymsnte: ~
Private ccccoescocccsncscssccsss cosacesses . 5.2 1.0 h,2 5.0 1.5 3.5
Instltutions 52900030 ICIGCO0DIBI0@GOL0S DO L] 21"-5 = 2’4‘-5 18- 18-9 1
-3
Tmports Without PATIONIES «oeeeeveoeoeseoncnns 22.4 - 22k 20.2 - 20,2 7
Total, current accounts 67.5 oh.1 26.6 62.9 11k .9 ~52.0
/ 19498/ 19502/
Capital movements> Agsets Liabilli- TWet Assets Liabili- Het
ties asgsets ties assets
Long-term and short-term credit:
Credit from Exporte-Import Bank..cccvcoocss - 6.6 6.6 - 16.2 -16.2
Changes in foreign currency balances,
commercial credits and other capital
mvemnts ® 60 6009000 HRESBVRSBCCO ©O0GH O8O "20.0 L "20.0 "35'8 _35.8
Total capital and gold wovement
=20.0 6.6 -26.6 -35.8 16.2 <52.0

for CurrenCy PUrpoSOE ccccecses

Source: Statistical Bulletin of Israel, vol. IT, Nos. 3 and k.

a/ Movement of capital amd gold for private
b/ Wet changes, increase or decrease (-).

currency purposes, excluding banking.
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first half of 1950; 32 per cent consisted of producers' goods, that is,
industrial and agricultural raw materials, an increase of I per cent;

28 per cent consisted of capital goods, a decrease of 26 per cent; and 10
per cent was for fuel, an increase of T8 per cent.

The attempt to réduce the deficit in the balance of payments has,
however, increased the inflatiomary pressures. Various measures have besn
taken by the Government to keep down prices, including more comprehensive
and higher taxes on individual and corporate incomes, taxes on luxury goods,
credit restrictions, rationing of goods and food subsidies. These measures,
however, have had only a limited effect; the cost of living index, which
includes subsidized items, had been stable during the first half of 1950,
but rose from 9% in July 1950 (1948 = 100) and 96 in December 1950 to
11k in December 1951. A black market has also developed in goods rationed
by the Govermment.

The difficulty experienced in reducing the import surplus, as well as
the need for further capital for investment, led to the issixing in |
March 1951 of $500 million in bonds, floated in the United States. By the |
end of that year, a total of $102 million had been subscribed.

Lebanon and Syria

The outstanding events of the period undsr review in Lebanon and Syria
were the dissolution of the customs union between the two and the great
expansion in cotton production in Syria.

Termination of the French Mandate did no%t loosen the economic ties
binding Lebanon and Syria. The customs union between them contimued in
force, Notes issued by the "Bangue de Syrie et du Liban" circulated freely,
at par, in both countries, and the railways and other monopolies in the two
countries operated under the supervision of a joiut board. In the post-war
period, however, strains began to be felt, especially in regard to the

54/ State of Israel, Ministry of Finance, Foreign Trade of Israsel during
January - June 1951,
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allocation of customs revenues between the two countrles, The conclusion of
a Pinanclal agreement between Lebanon and Frence in 1948, and the failure of
Syria to conclude one until the following year, put the Lebanese pound at a
premium over the Syrian pound., More important was the incompatibility of
the desire of the Syrian Govermment to protect its agriculture and 1its
nascent industries and that of the Lebanese Govermment to reduce
regstrictions on trade and movement of capital and to lower the cost of
living, and the consequent divergence in the fiscal policles of the two.

The bteakup of the customs union, on 14 March 1950, was followed by
considerable dislocation of trads and production., After prolonged
negotiation, a temporary commercial agreement was signed in December 19550,
removing prohibitions on the importation from elther country of agricultural
and domestic lundustrial goods, that i8, goocds containing local raw materials
to the extent of 50 per cent of their wvalue, Such goods are, however,
subject’to the usual custom duties and, in Syria, require lmport licences.
So far, Syrian licences have been granted mainly for Lebanese citrus fruit,
As regards foreign goods, ths Syrian Govermment is attempting to import
them directly and not through the intermediary of Lebanon,

Lebanon

The immediate effect of the breakup of the customs union with Syria
was disruptive. This, however, has to some extent been overcome by the
increased volume of international trade and financial transactions, the
very high level of comstruction and the increase in exports of fruit and
other commodities.

It 18 estimated that, before the brealup of the customs unioh, some
60 per cent of Lebanon's injustrial production was marketed in syria.zz/
The bulk of Syria's foreign trade passed through the port of Beirut and wes
handled by Lebaness merchants. In addttion, Lebanon relied heavily for
income on tourist traffic from Syria. When, therefore, after the

United States Department of Commerce, Foreign Commerce Weekly,
(Washington, D.C.), 4 September 1950.
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dissolution of the union, the Syrian Govermment took steps to divert the
country's foreign trade from Belrut to Latakia and to reduce the amount of
Syrian tourist travel in Lebanon, as well as to protect its domestic market
against Lebanese industries - already suffering from foreign competition -
serious repercussions were felt in Lebanon. Certain industries, such as
those producing cotton yarn, beer and matches, which were largely dependent
on the Syrian market, had to curtail production. Concurrently, the
termination or reduction of comstruction work by the petroleum companies and
the pressure of Palestine Arab refugees on the labour market increased
unemployment .

During the second half of 1350, however, conditions began to improve.
Commerce with Syria was resumed, imports during the last three gquarters of
1950 ampunting to TLLL.6 million and exports to EL20.1 million, or about
one-sixth of Lebanon's imports and 30 per cent of its exports. During the
first half of 1951, imports from Syria amounted to EL31.8 million, out of &
total of TL156.1 million, and exports to ELlh million out of a total of
EL59.7 million. Private investment remained at a high level, especlally in
construction (table 27), which accounts for a large percentage of total
investment and in the building or extension of electric plants. This
investment was financed from reserves accumulated in previous years.
Government expenditure on public works also increased.

As a result of measures taken by the Govermment, including a small
subsidy, the tourist trade’in 1950 was much more substantial than in 1949,
the number of visltors rising from 8,000§§/ to 17,000, with & total estimated
expenditure of ETL27 million.z{-/ Further improvement was evident in 1951,
when 24,000 tourists vieited the couniry, spending ¥L60 million.

Commercial activity also continued at & hHigh level, Lebanon handling a
large proportion of Syria®s expanded foreign trade, as well as its own
increased exports and imports, Shipping tonnage handled through the port of )

23 December 1349,

56/ Intermational Monetary Fund, International Financial News Survey,
57/ 1Ibid., 8 December 1950.

g,
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Table 27. Iebanon: Building Licences Issued in Beirut, 1945 to 1951

Ttem 1945 1946 1947 1948 19k9 1950 1951

Nunber of licences....s.... 390 591 572 780 780 655 678

Total spaceé/ (thousands of
8QUaYe IBtY®S).secesas..s 107.2  176.9 149.5 25T7.7 253.7 254.7 234.3

Source: Ministry of Natioral Economy, Bulletin Statistique Trimestriel
(Beirut, 1951); United Nations Relief and Works Agency for Palestine Refugees,
Quarterly Bulletin of Economic Development, 1952.

a/ Space requested in applications for permits; space actually buillt is
estimated at oms-third more than that applied for.
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Beirut increased (table 28), facilitated, in 1950, by the extemsion of the
free zone in that port. On the Lebanese railways, merchandise traffic
increased by over 25 per cent in 1950 and by about 25 per cent in 1951.

The opening of the alrport at Khalde, near Beirut, has considerably
increased Lebanon's trensit traffic. The number of passengers using the new
alrport rose from 11,000 during the second half of 1950 to 41,000 during the
firat three quarters of 1951. ‘

With a view to augmenting the volume of commercial and financial
transactions, exchange restrictions were greatly relaxed. In November 1350,
non-residents were permitied to open accounts in any Lebanese bank and to
use these accounts for any purpose within the country or abroad. At the
same time, exporte of gold were authorized, resulting in increased trads.
Foreign exchange tramsactions In Belrut increased appreciably and transit
trade in 1951, excluding petroleum, was about 20 per cent greater than in
1950. The value of clesaring-house transactions rose from PL262 million in
1948 to BL276 million in 1349, PL364 million in 1950 and EL501 million
during the first eleven monthe of 1951.

The income esrned from these services, and other receipts, havé
covered the greater part of the deficit in Lebamon's balance of trads.
During the twelve months following the dissolution of the customs union with
Syrie (1 April 1950 to 31 March 1951) imporits amounted to EIN05 million and
exports to BLO4 million, The other principal credit items om current
account were: profits on transit trade, PL49 million; intermatiomal aid to
Palestine Arab refugees, IL3J million; tourist expenditure, IL33 million;
remittances by Lebanese emigrants (including transfers of capital by
emigra.nts), EL50 million; exports of gold, TL30 million; expenditure by
foreign imstitutions, L2k million; profits on gold trade and foreign
exchange, TL20 million. The main debit items were: expenditures by
Lebanese tourists and students abroad, EL1L million; and transfers of

investment income, EL12.5 million. The deficit in current accounts

58/ United Nations Relief and Works Agency for Palestine Refugees,
Quarterly Bulletin of Fconomic Development, (Beirut), February 1952.
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Table 28. Lebanon: Shipping Activity in the Port of Beirut, 1945 to 1951

(Thousands of metric toms)
Ships entering Net registered Merchandise Merchandise

Period Belrut harbour tommage entering exported
B T N 765 325 128 37
1946, cevesooncoccsasns 1,160 1,030 300 87
1947 ceososcccsscanns 1,k70 1,637 L57 63
1958, .0 ccceccvcnconns 1,7hh 1,902 773 119
1949:

First half....... 768 1,081 408 51

Second halfe.ec.. 1,013 1,247 398 92
lgﬁg;irst halfecoosos 919 1,245 371 93

Second half...... 1,190 1,316 461 126
1951: ,

First half..oe... 996 1,388 465 122

Second half...... 1,060 1,535 k39 102

Sources United Nations, Monthly Bulletin of Statistics; Ministry of
Natiomal Economy, Bulletin Statistique Trimestriel, 1951; Le Commsrce
du Ievant (Beirut), 13 February 1952.
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amounted to ELh4h million, of which BL18 million were accounted for by
importe of gold.

Imports amounted to BL2LL.8 million during the lest three quarters of
1950 and to EL231.5 millionég/ during the first three quarters of 1951,
while exports and re-exports were ILT70.7 million and 80.6 million
respectively. The increase in exports is largely accounted for by increased
exports of fruite and vegetables, resulting from higher production and
subsidies granted by the Govermment to growers and exporters. The 1950/51
citrus crop was estimated at 77,000 metric tons, against 45,000 during the
poor 1949/50 season, and 57,000 in 1948/L49.

Besides increased exports of citrus fruit, there has been an increasing
trade in apples, bananas and vegetables., Greain crops in 1949/50 and in
1950/51 were fairly good; cotton acreage, which wes formerly negligible, is
now estimated at 6,000 hectares. Tobacco production also shows an increase
over previous years.

Work continued on the main irrigation projects, namely those of Akkar
and Yammounsh. The Kasmiye project 18 now practically complete, and some
of its cansls are already in use, It is designed to irrigate 5,000 hectares
from the waters.of the Litani River. ,

Prices, which had moved downwerd in 1949, were steady during the first
balf of 1350, in part owing to the purchase of gold in the local market
by the Gévernment, which increased local purchasing power, and in part
owing to the high level of comstruction. They rose sharply following the
outbreak of war in Korea. By the second quarter of 1351, however, the

heavy import surplus forced them down. In the latter part of that year

22/ Budgset speech of Minister of Finance of Lebanon, repcrted in
Le_Commerce du Levant (Beirut), 26 December 1951.

§9/ Ministry of National Economy, Bulletin Statistique Trimestriel
(Beirut), third gquarter of 1951. The import values given in this
publication are calculated by converting foreisn currencies at the
official rate of 2,21 Lebanese pounds to one Unlited States dollar. Ths
value of imports in the estimete of the balance of payments given above
was calculated at the free market rate, which averaged EL3.47 to the
dollar im 1950 and TL3.73 in 195L.
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there was a small increase due to & rise in food prices (table 29).

Helped by rising prices, in 1950 industrial production was generally
greater than in previous post-war years (table 30), but in some industries
it remained well below capacity. Factories under construction or recently
opened include a sugar refinery, a hosiery plant, a soft drinks factory,
and & cotton-eeed oil plant. In addition, a petroleum refinery, with a
.capacity of 10,000 to 13,000 barrels a day, is to be built at Saida,
terminal of the pipeline from Saudi Arabia.

Syria

In Syria, the adverse effects of the breakup of the customs union
have been greatly eased by an expansion in production of cotton, an increase
in industrial activity and a rise in export prices following the outbreak of
war in Kecrea, Although the stimulus provided by some of these factors began
to weaken by the middle of 1951, the situation remained distinctly better
than 1t had been in 1949.

The area planted to cotton, which averaged 32,000 hectarss in 193&-38,
declined during the war years to a low point of 13,000 hectares in l9h2,
rising again to 25,000 hectares in 1949. Acreage was extended in 1950 to
78,000 hectares and was estimated at 160,000 to 180,000 hectares in 1951,
while yields doubled during the period 1946 to 1950 and are now well above
the world average. From 9,000 metric tons of ginned cotton in 1948, a
figure somewhat above the pre-war average, and 13,000 tons in 1949, »
production rose to 35,000 tons im 1950. Im 1951, drought and destruction
caused by the boll weevil sharply reduced yields; the crop was estimated at
about 45,000 tons.él/

Exports of cotton, however, in 1951 amounted to 23,000 metric tons,ég/
compared to 19,000 tons in 1950. The value of cotton exported in 1950 was

§17 Ministry of National Economy, Economic Bulletin (December 1951) and
United Nations Relief and Works Agency for Palestine Refugees, Quarter
Bulletin of Economic Development, Februvary 1952.

62/ TLe Commerce du Levant (Beirut), 16 Januwary 1952.




Table 29. Lebanon: Indices of Wholesale Prices
and Cost of Living .

January 1949 to December 1951

Period Wholesale prices a/ of ggi?ng b/
General Raw materials Finished goods All items Food
1949:
Jamuary..... e .. .. 493 636
1950: ‘ .
JanuATLY ..... 93 82 85 hos 505
JUNG.eacocns 93 89 87 i1 478
1951
January..... 126 154 2 463 563
March..coo.. 136 167 - 161 468 578
JUDE . s oennss 124 142 139 458 554
Avgust...... 121 130 127 450 536
October..... 124 129 126 Les 585
December.... 126 137 126 k73 604

Source: United Nations, Monthly Bulletin of Statistics.

a/ 1950 = 100,
b/ For Beirut; June-August 1939 = 100,
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Table 30. Lebanon: Production in Leading Imlustries, 1946 to 1951

Industry or product

and wnit 19k6 ,191*7 »19248 ‘19149 1950 ;951
Electricity (millions of b/
kilowatt-hours) a/ ..... 61 73 86 101 1k 120

Cement (thousands of
metric toms) ........... 158 168 209 254 263 303
Cotton yarn (metric toms). 1,760 1,840 6,000 5,000 1,950 1,100 ¢/
Leather:
Sole leather (metric _
BOMB) eueensnarnnennaas 2,500 1,500 2,000 2,500. 2,900 .o
Boxcalf (thousands of
square feet).......... 2,000 2,000 2,500 2,750 1,750 .o
Alcohol, industrial
(metric tons8)..eeveere.. hhy L68 831 822 950 .o
Vegetable oils (metric
175311 I N .o 7,000 9,000 12,000 12,000 .o
Beer (thousands of litres) 1,583 1,568 1,895 2,016 2,086 .
Matches (millions of
DOXEE) soeesnsconsaconnss 24 .6 3.7 51.9 60 ks .o
0il, refined (thousands of
TONS) v eeevenronnsnanonnn 227 2hp 256 304 ko2 549

Source: Statistical Office of the United Nations; Ministry of National
Economy, Bulletin Statistique Trimestriel; United Natione Relief and Works

Agency for Palestine Refugees, Quarterly Bulletin of Ecomomic Development,

February 1952.

g/ Production of two campanies, accounting for 95 per cent of total;

industrial consumption amounted to 22.8 million kilowatt-hours in
1948, 24,1 million in 1949 and 26.6 million in 1950,

b/ Estimated.
¢/ Six months.
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IS65 million. In previous years, Syria‘'s production had been insufficlent
%b meet its needs and those of Lebanon.

The extension of cotton acreage in the 1950/51 season was carried out,
to a certain extent, at the expesnse of cereals and rice. Cersal yields were
high in 1950 but fell very sharply in 1951 owing to insufficient rainfall.

" Production of the principal grains is shown in table 31. The emallness of
the 1951 crops caused the Govermment, in the summer of that year, to
prchibit the exporting of wheat anmd to re-establish a board to superviss
trade in cereals and to buy wheat from farmers, for distribution to the
towns. Some 50,000 tons of wheat were imported from Turkey.

The production of olives, estimated at 103,000 tons in 1948 and 91,000
tons in 1949, fell to 26,000 tons in 1950, in part because of a severe
winter, Likewise, in the output of livestock products, which had been well
above average in 1950, there was a sharp drop in 1951 owing %o the
reduction in grazing lands, transferred to the growing of cotton, as well as
a decrease in the cereal surplus and in hay production, a severe drought and
losses from animal disaases;éi/

Much of the profit made through production of cotton has been
reinvested, Several hundred irrigation pumps have been installed, for the
1ifting of underground or river water to the cotton fields. The number of
tractors in Syria rose from 300 in 19&846—1’/ to 1,342 in 1951. By 1951, there
were over 1,200 ginning machines.

In addition, large areas in the north-eastern part of El Jezira, where
rainfall is abundant, have been put under cultivation. The scarcity of
labour in that region has encouraged nomads toc settle there and has also
attracted farm labourers from more densely populated districts. There has
been a marked growth in the principal towns of E1l Jezira.

From 1947 to 1949, industry, which had expanded rapidly and in soms

instances had outgrown the domestic market's capacity to absorb its

537 United Nations Relief and Works Agency for Palestine Refugees,
Quarterly Bulletin of Fconomic Development, October 1951.

64/ Food and Agriculture Organization of the United Nations, Farm
Mechanization (Washington, D.C., 1950), page 61.

§5/ United Nations Relief and Works Agency for Palestine Refugees, op. cit.
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Table 31. Syria: Production of Cereals
Pre-war and 1948 to 1951

(Thousands of metric tons)

Crop 193438 1048 1949 1950 1951
Wheat......... 459 657 889 830 46k
BarleY.eeonss. 290 305 357 322 144
Millet........ 60 &/ 63 57 78
Maize......... 22 37 39 36
Ric.voen.. ces 3 30 20 18 .

Source: Food and Agriculture Organization of the United Nations,
Food and Agricultural Statistics; Ministry of National Economy ,
Economic Bulletin (in Arabic); United Nations Relief and Works
Agency for Palestine Refugees, Quarterly Bulletin of Economic
Development, October 1951.

a/ Estimate.
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products, was adversely affected by large imports of manufactured goods.
The breakup of the customs union caused further disruption, since some
Syrian industries, such as the making of silk and woollen textiles and

the drying and canning of fruits and vegetables, marketed a substantial
proportion of their output in Lebanon. This was, however, more than offset
by the increased protection given industry by the Syrian Govermment against
all foreign goods, including those of Lebanon. Increased construction
activity on the Syrian portion of the trans-Arebian pipeline and the
beginning of work on the petroleum pipeline from Iraq to the Syrian coast
raised industrial employment and incomes. Moreover, the rise in
agricultural incomes increased domestic demand for industrial goods.
Investment, which had slackened in 1949 except for pipeline comstruction,
recovered in 1950, being stimulated by gove:ment-sponso'md locans to some
industries, and employment remained at a high level. During the last

three quarters of 1951, however, the decrease in the purchasing power of the
agricultural population, together with increased foreign competition in
export markets, caused a setback in some industries, notably textiles.
Table 32 shows the production of electric power and the output of several
leading industries. Recently established factories not included in this
table include glass works, a cement plant and a vegetable oil factory. In
March 1951, the companies 1n Damascus and Aleppo producing electricity were
nationalized.

In 1949 the foreign trade of Syria and Lebanon showed a large import
surplus, to which both countries contributed. After the breakup of the
customs union in 1950, however, the increase in exports of cotton, wool and
cereals, together with the restriction of imports during the second and
third quarters, led to a small export surplus of IS10 million during the
nine and a half months following separation. Expenditures by the oil
companies and profits on gold and the transit trade seem to have more than
offeet items of current expenditure, leaving the current account of Syria
for the whole of 1950 approximately in balance. This was probably the first
time since the war years that the balance of payments did not show a deficit
on current account. During the first quarter of 1951, the trade surplus
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Table 32. Syria: Output of Selected Industries

1947 to 1951

Industry or product
and unit 19h7 1948 1949 1950 19515/
Electricity (millions of

Kilowatt-hours) b/......... b7 56 69 81 70 ¢/
Asphalt (thousands of tons), 16 .o . 20 10
Cement (thousands of tons).. 48 54 58 68 by a/
Cigarettes (tons)........... 833 962 1,192 1,361 1,327 4/
Arag (tons)....eeeeeeeveoes. 590 1,070 542 820
Wine (tonS)..ceoveeeneovenss » 66 133 145 170 ..
Alcohol, distilled (toms)... 7 36 41 195 128
Alcohol , crude (tons)....... 8 20 20 100 76
Cotton, yern (tonms)......... 1,600 2,400 3,700 4 700 .
Cotton, plece-goods (millions

of Metres) . voueecercercaons 17 1k 21 .. .
S1lk and rayon cloth

(millions of metres)....... 15 .. .. 27 .o
Soap (thousands of toms).... Y .. .o 5 .o
Sugar (thousands of toms)... - - - 9 ..

Sources Statistical Office of the United Nations; Ministry of Nationmal
Economy, Nashrat al ibsaat al shahria (monthly bulletin of. statistics),
Avgust 1951, and Monthly Econcmic Bulletin, July 1951, August 1951; Uni ted
Nations Relief and Works Agency for Palestine Refugees, Quarterly Bulletin
of Fconomic Development, October 1551.

a/ First six months,

b/ Of this total industry used 18 million kolowatt hours in 1948,
22 million in 1949 and 28 million in 1950.

¢/ Ten ronths.
cl,_/ Fleven months,



amounted to ES20 million, but in the following quarter there was an import
surplus of ES34 million and, in view of the decline in exports of textiles and
grains, the balance for the year is likely to show a deficit.

In 1949, Syria was subjected to powsrful deflationary pressures, and
prices declined. Agricultural prices fell sharply, especially those of
wheat, owing to abundant crops and the world-wide decline in agricultural
prices, causing a contraction in income of farmers. In addition to the
large import surplus there was an accumulation of inventories. Because of
political uncertainty, much capital is believed to have been transferred to
Lebanon. A large budget deficit failed to offset these deflationary factors
since it resulted mainly from purchases of foreign war equipment.

The situation changed greatly in 1950, following the dissolution of the
customs union and the outbreak of war in Korea. The quantity of imports
was reduced, while import prices rose. At the same time there wasia gharp
increase in the price of export products, notably cotton and wool. Crops
vere good, and the value of exports showed a large increase.

These factors are reflected in the expansion in the money supply,
especially bank deposits, in 1950 (table 33). It would appear that the
Goverrment and the Bank of Syria, which fulfils many of the functions of a
central bank, co-operated in carrying out a restrictive credit policy. This
failed to offset the upward movement, however, and prices rose appreciably
until the spring of 1951, when large imports and the decline in prices of
eXport crops once more reversed the trend. ‘

The budget estimates for 1950 balanced at ES142.8 million; those for
January to June 1951 at £367.8 million; and those for July 1951 to
December 1952 at ES265 million. These budgets included several development
projects. The port of latakia is being enlarged and improved at an
estimated cost of £S20 million, to handle the increased exports of northern
Syria and to divert part of Syria’s foreign trade away from Beirut. Iatakia
is to be linked by a railway to Aleppo. Most of the cost is being met by
the Govermment, assisted by a $6 million loan from Saudi Arebia.

The increase in traffic through Iatakia is evident from the following

data on imports and exports, in thousands of metric’ tons:
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Period Imports Exports
1 10 18
1%8.IQ..I!..'!O..‘O.D”.O 16 17
1949

First halfecoccosconnooo 23 19

Second halfe.oeseconosons 17 126
1950:

First half..eevccococcon 35 84

Second half.ccocevsnaces 82 79
1951:

First half.e.eccvosccosss 84 48

Third qUAYteTr..cececsccss 7 18

Source: Le Commerce du levant, 13 Januwary 1951;
Ministry of National Economy, Monthly Bulletin of Statistics
(in Arabic).

It appears that, owing to the undeveloped condition of the port, winter
traffic is still low, a fact which has raised costs of warehousing,
insurance and interest and thus tied up funds which were reguired for
the financing of crops and other projects.

Other public works projects being carried out Include road building
in Fi1 Jezira, and the installation of a water pipeline from the Euphrates
to Aleppo. The major irrigation projecte in course of execution are on the
- Khabur River, in El Jezira, from which 9,000 hectares will benefit in the
spring of 1952; the Homs-Hama project, which now irrigates 22,000 hectares
and will eventually benefit 60,000; and the Rouj project, which calls for
the draining of swamps near Idlib and the irrigation of 3,500 hectares.éé/

§§7 United Nations Relief and Works Agency for Palestine Reufgees,
Quarterly Bulletin of Fconomic Development, October 1951.
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Table 33. Syria: Note Circulation and Bank Deposits
December 1948 to June 1951

(Millions of Syrian pounds)

31 December 31 December 30 June 31 December 30 June

Iten 1948 1949 1950 1650 1951
Note circulation..... 238.0 242,1 1%4.5 22h .6 236.4
Bank deposits..ccv.ss 98.1 96.3 152.5 170.8 165.5
Total money supply 336.1 338.4 347.0 395 .4 401.9
Loans and advances h7.1 66.2 87.6 101.6 108.4

Source: Ministry of National Economy, Monthly Bulletin of Statistics
(in Arabic).




~ Turkey

The years 1949 to 1951 witnessed an unprecedently high level of
Investment in Turkey, financed mainly from internal sources and United States
Goverrment loans and grants. Large-scale expenditures on defence also
contributed to the strain on the budget, as 4id the resettlement of 150,000
refugees from Bulgaria. The inflationary effects of these factors seem,
however, to have been more than offset by large import surpluses, as well
as by the "counterpart funds” raised under the European Recovery Progrem.
Except during the months following the outbreak of war in Korea, the trend
of prices was therefore downward.

Following the very poor crops of 19h8/h9, when the index of agricultural
output fell from 123 per cent of pre-war to 112, satisfactory crops were
harvested in 1949/50, raising the index %o 125.§I/ In 1950/51, acreage
in cereals was 8 per cent above that of the preceding year, owing to
Increased mechanization of agriculture and the high prices offered by the
Government to growers. The number of tractors in use is now about 10,000
compared to 3,000 in 1948. The érea in industrial crops also increased, by
about 20 per cent. Weather conditions were favourable, and output was the
highest on record. The most recent estimates put the cereals harvested at
11,818,000 tons, leaving an export surplus of 200,000 tons.éé/ Qutput of
cotton has increased greatly during the post-war period, as has the
production of sugar-beets (table 34).

Industrial and mineral production increased in both 1949 and 1950
(table 35). The index of production rose from 153 in 1947 (1938 = 100) to
154 in 1948 and 161 in 1949, at which level it rewained during the first half
of 1950.§2/ _The main obstacles. to increassed output were the expansion in

Economic Co-operation Administration, Turkey, Country Data Book

(Washington, D.C., 1951).

68/ Turkish Information Office, News from Turkey (New York),
18 October 1951.

69/ Economic Co-operation Administration, Turkey, Country Data Book.
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Table 34. Turkey: Area in Major Crops and Production
Pre-war and 1946/47 to 1950/51

(Area in thousands of hectares; product;on in thousands of metric tons)

Crop 1934-38  1946/h7  19W7/48  1948/h9  1949/50  1950/51
Waeats
Acreage........ 3,450 L, 177 4,478 L 008 b b7 4 867
Production..... 3,412 3,246 4,867 2,517 3,872 5,616
Barley:
Acreage. coeeees 1,772 1,805 1,828 1,759 1,902 2,048
Production..... 1 954 1,512 2,167 1,247 2,047 2, ’ 640
Maizes
ACYe880.0eosons hho 35 534 597 593 623
Froduction..... 557 531 696 725 628 850
82
ACreage..ccoeen. 350 436 453 k23 488 518
Production..... 336 348 51k 27k 443 655
Qatas ‘
Acreage....c.... 229 270 275 294 302 320
Production..... 223 196 323 236 316 352
Sugar-beets: .
Acrefge.cccaee. 28 46 L8 51 50 52
Production..... 432 639 721 818 821 957
Cotton: '
“Acreage........ 2k9 206 271 347 448 630
Production..... 52 L7 o7 Al 122 165
Tobaccos
Acreage..c.ooe. T2 132 106 127 e oo
Production..... 55 102 Th 91 85 90
Sunflower seed
ACre8g6...ocaee - 36 69 120 110 108
Production..... - T0 90 93 66 121

Source: Food and Agriculture Organization of the United Nations, Yearbook of
Food and Agricultural Statistics, 1950; Food and Agriculture Organization.regional
meeting in Bloudane, 1951, Current Food ard Agricultural Production Situation in

Turkey, Turkish Information Office, News from Turkey (New York), 16 October 1951
’ 24 Janvary 1952,
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Turkey s

1938 and 1948 to 1951

Output of Principal Industries

(Thousands of metric tons except as indicated)

Industry 1938 1948 1949 1950 1951
Fuel and power:
Electricity a/.... 313 674 137 790 812 b/
Coalevuseensooonas 2,589 4,023 4,183 L 360 4,730
Tignite...cocevons 158 1,010 1,272 1,203 622 of
Mining:
Iron OT€.eveosccss 7 186 210 220 220
COPPEL v ccocccnnnns 2.2 11 11. 11, 17.5
Textiles:
~Gotton yarn d/.... 19,668 28,349 29,708 30,212 23,476 &/
Woollen yarn d/... 4 500 7,462 7,878 7,457 5,149 e/
Other industries:
Pig-iron..ceeceees - 100 113 110 155
SteeLleereeacaceans - 102 103 91 135
Cement..coooevcess 287 336 363 396 400 ¢/
Glassware d/...... 5,028 10,092 10,412 8,292 .o
Peper %/. S erenees 8,940 20,352 18,384 18,228 17,525 ¢/
Sugar (refined)... 57 118 135 137 .e

Source:

de 1l'Economie et du Commerce, Conjoncture (Konjonktur

a/ Millions of kilowatt-hours.

‘9/ Approximate.
c/ Six months.
Q._/ Tons,

e/ Ten months.

5.

United Nations, Monthly Bulletin of Statistics; Economic
Cooperation Administration, Turkey, Country Data Book

1951; Ministére
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imports of manufactured goods and the sharp decline in agricultural incomss
following the poor crop of 1949. The textile industry suffered
particularly from foreign competition; by the beginning of 1950, factories
had accumulated large stocks, and unemployment was widespread. This
condition continued until the autumn of 1951, when higher agricultural
incomes stimulated the demand for local products.lg

Two main tendencies have manifested themselves during the past two
‘years. On the one hand the Government has sought to transfer to private
ownership several of the state-owned and state-operated enterprises, such
as merchant shipping, breweries and match factories, but this has so far
proved difficult. 1 In order to extend long-term and medium-term credit
to private industry, an industrial development bank was established in 1950
Jointly by the Govermnment and the International Bank for Reconstruction and
Development. ‘

On the other hand, there has been much investment in both govermment-
owned and private industries. Factories which have been recently built or
expanied, or which are under construction, include cement plants, meatpacking
equipment, sugar refineries, and factories for the production of electric
bulbs, chemical and medicinal products, railway freight cars, paper,
cellulose and vegetable oils. Installed electric capacity has been raised
from 217,000ekilovatts in 1947 and 305,000 in 1948 to 374,000 in 19h9,12
and hoe,ooo in 1950.13/ The most important generating station recently
completed ie the 60,000-kiiowatt thermic station at Catalagzi, vhich cost
over $9 million.ZE/ At present work is proceeding on an 80,000-kilowatt
hjdroelectric plent at Sariyar, on the Sakarya river, which i1s estimated ﬁo

707 United States Department of Commerce, Foreign Commerce Weekly,
2k September 1951.

The Economist (London), 12 May 1951.

International Bank for Reconstruction and Development, The Fconomy
of Turkey (Washington, D.C., 1951) ‘
Middle Fast Economist and Financial Service (Forest Hille, New York),

June 1951.
News from Turkey, 3 November 19k9.
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cost $47 million and to be completed by l95h.12/ A large-scale
improvement programme is also being carried out by Eti Bank in its coal,
lignite, iron-ore and sulphur mines.

In 1949, gross public investment, which slightly exceeded gross
private investment, was estimated at_I@Q?Q_million,zé/ out of a gross
national product of ITT7,000 million,ZZ/ apd in 1950 at ET600 million.
Budget estimates of investment in 19511§/ were close to ITT700 million. Net
loans and grants from the United States Govermment from April 1948 to
31 December 1950 amounted to $68 million and $156.6 million, respectively.
In addition, Turkey received in 1950 loans of $25.4 mi1lion from the
International Bank for Reconstruction and Development. Amounts granted
by the Economic Co~operation Administration, which constituted the greater
part of the total, are listed in table 36.

Public investment during the past three years went in large part into
transport, mining and public works. Gross public investment in 1949 and the
amounts allocated for 1951 were as follows, in millions of Turkish pounds:

Tbid., 29 March and 5 October 1950.

7

76/ International Bank for Reconstruction and Development, The Economy
of Turkey, page 262.

77/ Economic Co-operation Administration, Turkey, Country Data Book.

8

Tnternational Monetary Fund, International Financial News Survey,
12 January 1951,
TEconomic Co~operation Administration, Turkey, Country Data Book.

-3
T

I3
T



_9h-

Economic sector receiving

allocation 19k9 1951
AgriCultuI.e ® e B OO OO EO OO RO OO QGO0 R S DD 27 [ 5 th
Electric power. e 68 @ @ 0 Q@ ¢ PO QOGOCBE LD e GO OO O 22 .h 131

InduStI'yototo..oao..000..--.-..co..oc-o 37.9
Miningollcl.oaoloaQo'l.ooq-0..0..0.00.' 79.6 . 113
Public 'WOrkSoc....--.o-.-.-......o-.... 10300 h‘8

Tmnsport-..o.o.ootucolttoooonlcﬁoolooo 225.0}

Comunications.....00.........00!....‘. 21.7 272
Otherotlttlo.000-00.‘0'00...000.0."..0 11.5 32
Total 528.6 700

Source: International Bank for Reconstruction and
Development, The Economy of Turkey (Washington ; D.C.,
1951); International Monetary Fund, International Financial

News Survey, 12 January 1951.

The total allocated for 1950 had been ¥F600 million. Projected and actual
investment in industry, mining and transport is set forth in table 37. The
high level of investment, as well as the large-scale defence expenditure,
accounted for the budget deficits recorded during the period under review.
The closed accounts for the fourteen months ending on 28 February 1950 showed
a deficit of ET77.6 million, and the estimates for 1951 and 1952 forecast
deficits of FT173.9 million and Fr234.8 million respectively. In recent
years, deficits have been met by Central Bank credits and by the issue of
Treasury bonds.

Largely as a result of poor crops, consumption declined in 1949, food
supplies per capita falling to 2,340 calories in 1949/50, against 2,500 in
1948/49 and 2,560 in pre-war years. Improved crops, however, resulted in a
rise of 7 per cent in 1950/51.5—@/ Sales of some items by goverrment

507 Food and Agriculture Organization of the United Nations, Food and
Agricultural Statistics, October 1951.




Table 36. Turkey:
Recovery Program, 1948 to 1951

Ald received under the European

Economic Cooperation Administration

Counterpart funds

Period

Loans Grants

Conditioml
aid

Total

Deposited Withdrawn
(millions of Turkish

(millions of United States dollars) pounds)

April through

June 1948 ...... 10.0 - - 10.0 .o .o
July 1948 through _

June 1949....... 28.0 1.2 9.8 39.0 .o .
July 1949 through

June 1950....... 35.0 16.0 7.5 58.5 .o .o
July 1850 through

June 1951 a/.... = 45.0 - 45.0 . .

Cumlative total 73.0 62.2 17.3 152.5 200.3 96:1

Source: Economic Coopsration Administration, Turkey, Country Data Book

(Washington, D.C., 1951).

a / Including an allotment of $7.8 million under the Mutual Defense Assistance
Program during the fiscal year 1 July 1950 to 30 June 1951.
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Table 37. Turkey: Projected and Actual Investment in Industry,
Mining and Transport, 1949 amd 1950

(Millions of Turkish pounds)

Source of investments Total estli- Amount spent Allocations Remining to

mated cost by end for 1950 be allocated
of 19k9
Industrial investment
by Surmer Banks:
TextileS.ccceccoooncsne 10k.8 28.8 32.1. 43.9
Iron and steel industry 19.1 - 8.4 10.8
Other.coceccocscsaccces ko .5 25.1 12.9 11.5
Total 173.5 54 .0 53.4 66.2
Mining investment by
E4i Bank:
CoBlesecescsocacssacone 307.9 76.2 51.2 181.5
COPPET e oscecasccsasaces 32.6 ok .8 5.6 2.2
Other'eccecoscsoncasonce 28.4 9.6 k.0 14.8
Total 368.9 110.6 60.8 198.4
Government investment
in transport:
RaLllWEBYS o coocasosceosss 375.0 169.5 a/ .. 205.5 b/
POTtSeocsveconcssasooos 218.0 25.0 a/ . 193.0 b/
Shipping and 4ockse.... hg .k - .. ok b/
BighWayS . eccocsoceeaces  1,650.0 4.0 a/ 1,576.0 b/
ALr1inesS..cccececenonens 85.0 29.0 a/ - 56.0 b/
Total 2,377.k 297.5 a/ .. 2,079.9 b/

Source: Internatiomal Bank for Reconstruction and Development, The Economy
of Turkey.

a/ Expenditure to Jume 1950.
b/ As from July 1950.
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monopolies have not increased in the same ratio as the growth in
population since the pre-war period (table 38). Available figures for 1951
sales show a distinct increase over the previous year.

The inflatiopary pressures arising from the budget deficlts were offset
by the large import surpluses of 1948 and 1649, which amounted to ET220
million and ¥EF119 million respectively. The index of wholesales prices fell
from its post-war peak of 507 (1937 = 100) in March 1949 to 422 in June 1950.
The outbreak of war in Korea produced a speculative rise in prices, while
the increased foreign demand for raw materiales led to an expansion in
Turkey's exports, reducing the import surplus for 1950 tc ET62 million.

The index of wholesale pricées rose sharply te 516 in March 1951: Good crop
prospects, however, exerted a downward pressure on priceé, ag did the

1arge increase in imports, wainly from the Organisation of European Economic
Co-operation countries, following liberalization of trade after the
Aestablishment of the Buropeen Payments Union in 1950. This resulted in an
import surplus of PT160 million during the first eight months of 1951. The
wholesale price index fell rapidly, to 475 in June, and 446 in August.

In table 39 the principal items in Turkey's balance of payments in
1949 and 1950 are set forth. The figure shown for 1950 under the heading
"errors and omliseions", is believed to "reflect primarily unrecorded
prepayments for imports and proceeds of exports left abroad."gl/ When this
is taken into account, 1t appears that grants, loans and drawing rights from
the United States and the countries participating in the Organisation for
Eurcpean Economic Co-operation, aggregating about ET320 million, failed to
close the gap in Turkey's accounts and that the country had to draw on its
assets to the extent of ET133 millionugg/

§17 Tnternational Monetary Fund, Balance of Payments, 1949-50, (Washington,
D.C.), page 375.

82/ 1Ibid., page 377. The main credit items, in millions of Turkish pounds,
were: United States Turkish aid programme, 77.6; Economic Co-operation
Administration grants, 40.3; OEEC loans, 75.7; OEEC drawing rights,
130.6.
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Table 38. Turkey: Sales by Government Monopoliss
1938 and 1948 to 1950

(Thousands of wetric tons or litres, as indicated)

Commod ity 1938 1948 1949 1950
salt a/..... ceseene .ve 170 237 236 2hg
Sugar 8/ c.ieeiianenas 57 118 135 137
Tobacco afcecess. ceoes 1k 18 18 18
Beer b/eecerecccccanss 2,652 18,636 16,356 17,627
Wine B/cceccocecnes ces 6,372 10,464 11,556 12,719
Arag bfeecececcasersas  T,h0k 7,500 6,480 6,252

Source: Ministere de 1'Economie et du Commerce: Conjoncture (Konjonktiir).

a/ Thousands of metric tons.
b/ Thousands of litres.
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Table 39. Turkey: Balance of Payments, 1949 and 1950

(Millions of Turkish pounds)

Ttem 1949 1950
Credit Debit Balance Credit Debit Balance
Current transactions:
Merchandis®eecesss . 693.9 877.5 =-183.6 T737.6 789.5 -51.9
Travel, transport
and INSUTANCE..... 17.8 103.6 -85.8 18.7  109.8 -91.1
Investment income.. 1.0 37.6 =36.6 0.4 37.7 =37.3
OtheT.sevoscscoasss 35.9 48.0 =12.1 38.6 46.0 ~7.4
Total, goods and
services T48.6 1,066.7 =318.1 795.3 983.0 -187.7
Donations (including
official grants)... 273.9 66.6 20k4.3 283.7 36.5 2h7.2
Total, current
transactions..... 1,022.5 1,136.3 =113.8 1,079.0 1,019.5 59.5
Movemsnt of capital and
monetary gold: -37.9 40.9 =78.8 =152.0 53.0 =205.0
Erxrors and omissions: &/
Net srrors and
OmissioNS.cccccocss 35.0 26k4.5

Source: International Mometary Fund, Balance of Payments Yearbook,

1949-50 (Washington, D.C., 1951).

a / Difference betwsen capital movements and current transactions.
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