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PREFATORY :NOTE

The present "Summary of Recent Economic Developments in the Mid.dle

East" forms a supplem.ent to the survey of the world economic situation

prepared. by the &~cretariat of the United Nations and. issued in~

Economic Report. 195.0-51.. This B'l.l:lImI8.ry was prepared 'by the Division of

Economic stability and. Development in the Department of Economic Affairs.

In general, information for the figures in the tex.t and the tables w.s

obtained from data compiled by the statistical Office of the United Nations.

In ad.d.ition to government sources, other official international and

national sources were utilized. When such data were not available, private

sources were consulted. Because of variations in m.ethods of compiling data,

information for the various countries is not always strictly comparable.

Explanation of §rm'bola

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

Two dots ( •• ) indicate that data are not available

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

A blank in a table indicates that the item is 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 (/) ind.icates 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 years indicates the

full period, e.g., 1947 to 1949 means 1947 to 1949, inclusive.

References to "tons" indicate metric tons, and to "dollars" United

stateB dollars, unle ss otherwise stated.

Details and :percentages in tables do not necessarily add to t.otals,

because of rounding.
Information regarding rates of ex.changemay be found in issues of t.he

United Nations Monthly Bulletin of Statistics.
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INTRODUCTIOn

The present report has been prepared in accordance w.:t th the views

expressed. 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 a.nnua.l world economic reports. During that session, the

President of the Council declared that lithe Secreta:ry-General would dOUbtless

continue to give careful. consideration to the economic situation in the

Middle East in these reports, particuJ.ar1y in that the Council bad not yet

established an econo~c commission for that region".Y

The report describes and traces the main economic developments which

have taken place in the Middle Fastgj in the period. follOWing tbat covered

by Review of Economic Comitions in the Middle East, supplement to vTorId

Economic Report, 1949-1950. No attempt has been made to gi ve a complete

survey of all economic aspects of the different Middle Eastern countries.

However, the two activities of the region 'Which provide its most direct

and important cormexion 'With world. economy, namely its petroleum production

and foreign trade, have been dealt 'With at same length; in addition, brief

seotionB describe the most important developments 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

inter:national econamic 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 a tendency to improve in the region as

a whole, but to a varying, and. often small, degree. The raw materials whose

prices have increased moat in world markets form. only a minor ];art of the

exports of Middle Eastern countries, the main exceptions being Egypt and

the Anglo-Egyptian Sudan. In most of the other countries, exports

y See the Report of the Economic and Social Council, Supplement No. 3
(A/l884) and thirteenth session Plenary Meetings 550 and 551.

gj The :following countries have been included :in the study: Afghanistan,
Egypt, Iran, Iraq, Israel, Jordan, Lebanon, Saudi Arabia, Syria, Turkey,
Yemen, Cyprus and the Non-Self-Gover.ning Territories of the Arabian
peninsula, and the Anglo-Egyptian Sudan.
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cons ist minly of produc"ts such as citrue and other fruits, tobacco and

wheat, whose prices bave not significantly risen, or bave risen to a

degree comparable 'With the prices of manufactured imports. Therefore ,

while terms of trade have generally improved, the improvement bas been

much greater in Egypt and t.he Anglo-Egyptian Sudan than in countries like

Iran, Israel or lebanon, whose position my even have deteriorated.

Turkey I s 'terms of trade improved in 1950, owing min.1y to the sharp de crease

that occurred in import prices, since Turkey had not deva1ua. ted its currency

in

The improvement in terms of trade, together with the expansion of trade

'With Gern:a:n;y and the Union of Soviet Socialist Republics contributed to a

:reduction of the foreign trade deficit in most of the countries of the

region. The deficit in trade with hard currency countries also declined

and even disappeared in a few cases. Owing to the composition of ex:Ports

from the Middle East am to the inelasticity of t.heir production,

petroleum excep'ted, t.his 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 foreign mrlrets,

imports generally rose, both in value and in quantity, the :main increases

being those in cereals, petroleum, metal manufactures am capital eq.uipment.

In connexion with the improvenent in the balance of paynents in the

region, during 1950 and 1951 some inflatiomry 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 eXp3.nding petroleum

royalties received by other countries. In the entire region prices took an

upward trend, especial]..y in countries more closely dependent on foreign

trade, such as Egypt and Lebanon. At their highest, wholesale 'Prices; as

compared with the average for the firs t six months of 1950, increased

generally from 10 to 20 per cent, and the cost of living 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 1951

reach the annual average of 1948 or 1949 which marked t.he post-war lJ6ak

(table 1). Howver, 'Prices -were rising at the end of 1951.
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Table 1. Cost of Living and Wholesale Prices in Selected Countries

1950 and. 1951

(1948 II 100)

Average for 1950
Peak in 1950-51~(first half) Average for 1951

Country Wholesale Cost of Wholesale Cost of Wholesale Cost of
prices living prices living prices living

Egy-pt .•.•. •••••.•. 100 102 118 116 116 114

Iran.. ,. •.•••...•..• 77 93 92 98 89 93

Ix-aq ..•••••••••••• 83 72 97 83 93 78
b/ 86 92 104 108 94 101Ism.el- ••••••.•••

Isrenon........ .. Ii 70 85 100 95 95 94

TUrkeYE/ •••••••••• 92 99 101 94 95 94

Source: Statistical Office of the Uni ted Nations.

tY Average of highest three months after June 1950.

E/ 1949:: 100



During the ];1eriod under review the repercussions of the intermtional

economic s:'!.tuat1on on the Middle East economies -were overshadowed in some

of 00 countries by important local economic problems which were only

secondarily :l.n.fluenced by world factors. Thus, in Lebanon and in Syria, the

min effort was devoted to coping 'With the consequences of the breakup of

the customs union that had ensted between those two countries until

March 1950. The plight of' the Palestine Amb refugees continued to raise

serious problems, especial1,y in Jordan, where most of' them were located.

In t.ha :major 'task 'Was the absorption immigrants into the

econom;y the country. The n'l.Ulibar of these 1m1grants 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 arising from the

nationalization of' petroleum and the stoppage of petym3nts by the

concessionary company constituted the min economic problem, as the dispute

over nationalization rema.ined unsettled. Increases in rat.es of royalties

-were of special importance to the oil-producing countries, and new

agreements were concluded to this end in Bahrein, Iraq, Kuwait and

Saudi Arabia.

The economic activity of the region as a whole continued to increase

during the past two to three J"!Bars, but there were great variations among

individual countries, and, in a given 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 whole, output in 1950 was- about equal

to that of 1948, which bad been a record year, aDd was well above that of

1949, while a further rise was achieved in 19510 The cultivated area

increased by almost one million hectares during 1950 and 1951, minly in

Turkey, Iraq, Syria and Israel. Insufficient rainfall during the winter of

1950i51 severel,y affected grain crops and the suppl,y of ani:mal fodder in

Israel, Jordan, Syria and parts of lraq,J! but production in other

J! Food aDd Agriculture Organization of' the United Natlons, Provisional
Be rt of the Second Re ional Meeti on Food and A culture1 Pro
and Outlook B1oud.a.De:; Syria, August.-8ept.ember 1951 .



cQW1ltriea increased ani the 1951 crops in the area as a whole tl.;re

believed to be the largest on record.. In view of both the increased

acreage devoted to industrial crops and the contiImed growth in

population, howver,. food supplies per capita have not, in general, yet

regained the pre-war level.. A noteworthy' feature of the past th.:ree years

has been the increase in cotton acreage and production. Preliminary

estimtes put the tOtal production of the region in 1951 at 30 per cent

above that of 1950, the highest increase bei,ng in Turmy, S~a, Iran and

Iraq.'::./

The over-all -progress of industry was greater than that of agriculture

in a1JDost all countries of tlJ.e region. In some of them, notably Iran,

Egypt and Lebanon, foreign competition and the general decline in prices

caused a temporary recese1on, minly in textiles, during the latter half of

1949 and the beginning of 1950. This e1tuation, however, changed after the

outbreak of hostilities in Korea. The rise in prices, together wi tb. the

increase in f'a~rs I incomes resulting from better crops and higher

agricultural prices, stimulated industrial production in the above-mentioned

countries, as 'Well as in Iraq and Turkey. In Ismel, production increased

considerably, awing to the high level of investment and the rapid expansion

of the domestic mrklat arising from large-scale immigration. Industrial

production was stimulated also by gove~nt subsidies to certain industries

in :I:llI:mY countries of the region.

Production of crude petroleum continued its upward movemnt, wi th a

setback following the closing down of the Iranian fields. Output rose from

71 million metric tons in 1949 to 89 million tons in 1950 and about 98

million tons in 1951. Exports of crude petroleum in 1950 were -50 per cent

greater than in 1949, 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 products in 1950 rose by 7.5 per cent.

':!J Food and AgriCUlture Organization of the United Nations, Tba state of
Food and Agric'llltu:re, 1921 (Rome" 1951), Jl6.Se 36.
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The inte~ption, dUring the middle of 1951, of operations of the Abadan

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.

Investn:ent in the industry was maintained at.a high level. Much successful

explom't.ion ws carried out; the pipeline :f'rom the Saudi Arabian oilfields

to the Leba.:nese coast was completed'; and work 'Was begun on a pipeline from

Iraq to t.he Syrian coast.

Na.tional pJ..ans for economic developmnt are UDder way <bhroughout the

:region. In Iraq, the five-year pla.n made an effective start in the summer

of 1951. In both Israel and Turlrey, investment bas been considerable: in

Israel it was minly in agriculture, industry, housing, transport and public

'Works; and in Turkey" in transport, mining and public 'Works. Examples of

projects executed during the past two years included: the Edfi:oa irrigation

dam in Egypt; SOIOO railway and irrigation projects in Iran; the international

airport at Kbalde and the Kasndye irrigation 'Work in Lebanon; the planting

of cotton in Syria, p3.rtly financed by neighbouring countries; and port and

railway construction in Saudi Arabia. For the Middle East as a whole,

howver, over-all progress is slow. The speed of execution of developmmt

plans dlf'f'ers greatly among countries as also their future prospects. In

most of them, developmnt continues to be slowed down by physical obstacles

as well as institutional and social factors such as the unequal distribution

of income, lack of technical skills and inadequate health conditions. The

systems of land tenure prevailing over most of the region constitute a.

further barrier to economic development.

Availability of capital varies widely. Certain countries, such as

Ismel and Turkey, benefited by substantial capital imports, mainly under

Export-Import :Bank loans and private capital loans issued on foreign

markets, or under the European Recovery Program. Oil-producing countries,

especia.J.ly Imq and Saudi Arabia, received larger amounts of foreign

exchange since payments by the concessionary comp3.nies iIlCreased, and they

were in a better position to accelerate the execution of their developJn9nt

pla.ns~ Private capital imports continued to be small; the same holds true,
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'With the above exceptions, :for capi tal' imports through governmental

channels or international institutions. In 1950, the International Bank

:for Reconstruction and Development made a loan of $12.8 million to Iraq 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, while still 1&"'86 for Egpt and the Anglo-Egyptian

Sudan, have diminished in the case ot:· 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 their re-settlement through the Uni ted

Nations Relief and Works AgeDf:,y for Palestine Refugees .'2../
Nearly all Middle East countries - Afghanistan, Egypt, Iran, Iraq, Israel,

Jordan, Lebanon, Syria and Turkey - have benefited :from the Technical

Assistance Programme of the United Nations and the specialiZed agencies. A

Social Welfare Seminar for Arab States of the Middle East was held in Cairo

in 1950, as well as a Mediterranean Centre on Agricultural and Allied

Projects in Ankara in 1951. Afgha,nistan, Egypt, Iran, Iraq, Israel, Lebanon,

Saudi Arabia ani Turkey also received assistance under the programme of

techincal co-operation of the United States Government. The unevenness in

the rate of development of the various countries of the Middle East has

recently tended to increase. 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 econo~ shows almost no change, while

in others rates of investment are higher and economic conditions have improved

considerably in the past :few years. The dif:ferences a.:mong the countries as

regards their economic development may be lessened in the coming years by the

fact that most oil producing countries - until 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

teIldency to conclude more favourable agreements with the oil· companies, as

occurred in 1950 and 1951.

2.1 For details see United Nations, Assistance to Palestine Refugees, Report
of the Director (A/1905) and Assistance to Palestine Refugees, Special
Report o:f the Director and Advisory Commission {A/1905!Add.l).
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Chapter 1

FOREIGN TRADE

Expressed either in national currencies or in quantum, the foreign

trade of the Middle East in 1950 was distinctly larger than in other

post-war years and was above the pre-w.r 1evel. However, owing to the

devaluation, in 1949, of the currency of several countries - Aden, the

Anglo-Egyptian Sud.an, Cyprus, Egypt, Iraq, Israel am Jordan - the dollar

value of the region t B foreign trade (table 2), excluding petroleum

erportsY was slightly beloy the level attained in 1949. Figures for

the first half of 1951 show a large increase in value over the previous

year. Erport values in national currencies increased considerably 'While

imports rose less, or even declined, reducing the i~ort surplus for 1950

to a figure below those of the i:;;hree previous years. Available figures

for the first half of 1951 show an even greater reduction in the import

surplus of the region.

As table 3 shows, the outbreak: of war in Korea in June 1950 vas followed

by a 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 marked

degree, the result of higher prices. As is shown in table 4, some of the

principal countries of the region actually exported a smaller quanti ty of

goods in that yeartha.n in 1949. In several, however, notably Iran, Syria,

Y 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 foreign companies under special
concessions, and. their marketing activities are controlled almost
entirely by the companies themselves. E:x:ports of petroleum and its
products do not result in direct receipt of foreign 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 East, valued at f .o.b. prices,
'Were about $1,300 million in 2950.



Table 2. Value of Imports and Exports of Certain Countries, Pre-war and 1948 to 1951
(Millions of United states dollars; imports c.Lf. and exports f.O.b.)~

1938 1948 1949 1950 1951
First half

Country IJIl- h- Eal- Im- h- Eal- Im- Ex- Eal- Im- h- Eal- Im- Ex- Eal-
ports ports ance ports ports ance ports ports ance ports ports ance ports ports ance

Aden colony EJ ..•.•.• 29 15 -14 110 52 -58 122 54 -68
Afghanistan FJ 2./···· 30 24 -6 57 49 -8 58 50 -8
Anglo-Egyptian Sudan 32 30 -2 92 99 7 89 109 20 76 95 19 46 83 37
Cyprus y............ 11 12 1 63 23 -40 41 30 -11 38 31 -7 24 18 -6
EeY'pt d ••••••••••••• 184 147 -37 663 591 -72 631 515 -116 564 504 -60 340 355 15
Iran il................ 55 52 -3 131 56 -75 211 56 -155 192 108 -84 117 60 -57
I-ra..q r/ .............. 41 18 -23 141 33 -108 148 41 -1°7 105 60 -55 64 41 -23
Israel/Palestine s./ .. 56 28 -28 96~ 5 ~-91 321 38 -283 2S7 35 -252 147 31 -116
Jordan 1/............ 6 3 -3 47 11 -36 49 21 -28 36 13 -23 22 2 -20
~banon •.•.•••.•••.•• ~ 37 22 -15 213 JI 36 -177 217 51 -166 ~y ~~

67 24 -43
Syria ............ .....

2j
74 68 -6

T'Urkey •••••••••••• It •• 119 115 -4 275 197 -78 290 248 -42 263 -23 174 157 -17
Total !/ 600 466 -134 1,888 1,152 -736 2,177 1,213 -964

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

-_a
b
l
l

Special trade unless otherwise indicated.
General trade.

£d// Figures for twelve months beginning 21-22 March of year stated.
Excluding trade with the Anglo-Egyptian Sudan.

~I Excluding exports and imports of petroleum. compa.ny 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. I6ta prior to 1949 exclude silver, and imports by petroleum.
companies.

B.h/I Data for 1938 refer to the whole of Palestine.
July to December only.

II IJIlports include imports by concessionaires, and, in 1938, import duties; exports include re-exports but
exclude export duties.

11 Excluding oil for refining in Tripoli.
"!/ Lebanon-Syria customs union vas dissolved in March 1950. Imports 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, its exports to $24 million; Syria's imports amounted to $86 million, its exports to
$95 million.

1./ Total for 1948 excludes Israel.

I
\0

I
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Table 3. Foreign Trade of Selected countries, 1948 to 1951

(Millions of local currency)

country

1950

First second First Second First Second
Mtl M~ Mil Mtl M~ Mll

1951

First
ba~

A(ilO-EWtian Sudan
Egyptian pounds):

Imports It ••• li 9.8 12·3 11.7 11.8 13.2 13.2 16.0
Exports ·.... 11.8 12.9 17·1 9·5 19·5 14.7 29·0

Ewt (Egyptian
pounds) :

Imports • 11II • 4' • 73·5 86.8 84.5 82.0 83.5 112·9 118.2
Exports ••••. 71.6 71.5 73.4 64.4 82.5 92.9 123.8

lrar}J:..1 (rials):
2,404 2,761 3,485 3,788Imports ••••• 1,711 3,035 3,707

Exports ••... 900 898 809 903 875 2,620 1,950
bllraq- (dinara) :

21.6 20.6Imports ·.... 23·0 19.3 21.3 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

• •• II • 7.2 3·0 7.9 4.6 10.9

Turkey ('rurkleh
pounds):

Imports 253·9 416.3 378.8 433.8 360.0 439.9 488.2
Exports •.••• 203.4 347.7 332.2 361.7 299.0 438.6 439.8

Source: United Nations, Monthly Bulletin of Statistics; Bank ~111

Iran, Bulletin, No. 111; Ministry of Finance, Monthly Bulletin of Foreign
Trade of Iran.

!f Excluding exports of petroleum and imports by petroleum cOJ:ll.]aIlies,;
years beginning 21 March 1948, 1949, 1950 and 1951.

"E..! Excluding pi-pel1ne exports of crude petroleum..
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Table .1+. Quantum. Indices of Imports and Exports of Selected Countries

1943 and 1947 to 1951

(1938 iii 100)

Country and item 1943 1947 1948 1949 1950 1951
First half

...... '.-....,..,_.- ............. '..................... "" .......,

Anglo-Egyptian Sudan:
Imports . If " .. III .... 1II C 6 51 99 112 121 136 133
Ex.porta .... «I ........ 77 94 93 111 110 102

Egypt:
Imports ... e • 0 • III • • .. • 34- 96 154- 160 188
Exports. ill • " •••• 6' '" It • 42 103 109 118 117

~:
82 74 124 124:tm;ports lit .. III • III ••••• III 22

Exports .••...••••• 28 57 42 47 114-

100 114 129
1 76 36 33

Turkez:
48 146Imports 0 • • • 0 eo .... e " 102 110 125 153

Exports .............. 63 89 93 120 117 115

Source: United Nations, Statistical Yearbook, 1951 and Monthly
Bulletin of Statistics; indices for Iran constructed by dividing indices
of rial values of imports and exports (excluding petroleum) by import and
export price indices frc:m International MonetaIj'" Fund, International
Financial Statistics.

fJ:./ 1949 III 100.

'E./ Exports of c i true fruits only.
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and to a lesser extent Iraq and Lebanon, large crops of certain products

increased the quantity available for export. IsraePs 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 movement was checked in

1951, as fears of an extension of hostilities beyond Korea declined.

Taking the region aa a whole, the terms of trade improved 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 countriea,g,/

registered the highest rise in price. The prices of foodstuffs, such as

wheat, barley, rice, olive oil, citrus and other fruita, as well aa

tobacco, roae only slightly or in aome cases declined; countries mainly

dependent on such exports, notably Iran and Israel, experienced a

deterioration in their terms of trade. The improvement 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 lIBin change in the composition of imports has been the trend

toward increased imports of cereals, petroleum, metal mnufactures,

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, Israel

and Lebanon, which cannot meet the food requirements of' their growing

populations. Consumption of' petroleum products haa 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, S;yria, Iran and Iraq. Wool 1s
exported by Iran, Iraq, Syria. and Turkey.
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Table 5. Terms of Trad,J!:./ of Selected Countries

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 •...• 291 266 274 331 326 327 390
Export prices ..••. 179 199 313 473 459 536 747
Terms of trade ..•• 62 75 114 143 141 164 192

Egypt:
Import prices •••.• 312 310 291 303 302 306
Export prices ••... 202 249 286 439 392 506
Terms of trade .••• 65 80 98 145 130 165

Iran:
688 594 588 565 526 641Import prices •••.• 729

Export prices .•... 328 417 533 556 478 400 467
Terms at trade ..•. 45 61 90 93 85 76 73

.Israel:'pj
Import prices •.••• 100 103 112
Export prices .•.•. 100 101 106
Terms of trade •... 100 98 95

Lebanon:.£/
Import prices •.•.• 100 105 108
Export prices ••.•. 100 106 105
Terms of trade •••. 100 101 97

Turkey:
Import prices ....• 281 221 484 469 439 361 425
Export prices ••.•• 281 288 458 410 409 419 527
Terms cr! trade ..•. 100 131 94 87 93 116 124

Source: United Nations, Monthly Bulletin at Statistics; National :Bank of
Egypt, Economic Bulletin, 1951, No.1; Ministry of Finance, Israel, E.2reign
Trade of' Israel; United :retions Relief and Works Agency for Palestine
Refugees.

y Terms of' trade equal export prices diVided by import prices times 100.
~ 1949" 100; unit value of' imports, from official source; unit value of'

exports weighted average of exports of sbamuti oranges, grapefruit,
polished diamonds, representing 75 per cent of total exports in 1949
and 69 per cent in 1950.

Po/ 1948 III 100; unit value of exports is weighted average of eight
commodities, comprising fruits, vesetables and hides, and representing
about 50 per cent of exports; unit value of imports is weighted average
of' ten commodities representing 30 per cent of all imports of
manufactured or semi-manufactured goods.
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In 1950, there was a striking riss in the region-s imports of metals

and metal products, because of increased construction. Although, for soma

countries, the quantity of machinery 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 France and the Benelux group

and a further decline in intra-regional 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 assumed considerable

importance during the second World War, declined further; for several

Middle East countries it is now negligible. Trade with western GeI'IIRny

and the Union of Soviet Socialist Republics was in 1950 still well below

pre-war levels, but it increased in 1951 owing to barter agreements mde

by Iran With western GeI'IIRny and With the Soviet Union, as well as

cOIl:ll.DfJrcial agreements With western Germny made by Egy"pt, 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 surpluB was achieved. In most cases the position

improved further in 1951, both Egypt and Turkey having a surplus during

the first half of the year.

Generally speaking, the balance of payments pOSiti0n3./ of the

Middle Eastern countries improved during the year following the outbreak

of war in Korea. In those countries where JD9rchandise' exports provide

the bulk of receipts of foreign exchange, na:me:i.y the Anglo-Egyptian Sudan,

3J Available balances of payments for different countries are discussed
more fully tn chapter 3.
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Table 6. Value of Foreign Trade with selected Hard Currency countriertJ

1946 to 1951

(Millions of United states dollars)

Country 1946 1947 1948 1949 1950 1951
First half

Egypt:
Imports ••'...•... 63.4 81.7 111.8 107·9 66.1 21.1
Exports and

re-exports •... 37.6 43.8 33·5 33.8 69.7 30.6
Balance ..•••.. -25.8 -37.9 -78.3 -74.1 3.6 9.5

lran:EJ
ImPOrt8 •.. ~ .•... 34.9 43.1 48.1 97.3 56.4 32.8
Exports 8- ••• '" ...... 16.4 16.2 11.0 6.8 18.6 5.1

Balance ....... -18.5 -26.9 -37.1 -90.5 -37.8 -27.7

Iraq:
19.8Imports •........ 11.1 20.9 21.0

Exports ......... 7.1 4.6 4.5 2.4
Balance ..•.... -4.0 -16~3 -16.5 -17.4

Israel/Palestine:
Importe .....•... 48.2 65.2 123.8 123.6 60.6
.Ex.ports ••.•...•. 23.4 8.0 7.4 10.8 8.2

Balance .•...•. -24.8 -57·2 -116.4 -112.8 "52.4

Lebanon and Syria:
Imports •••...... 24.7 52.2 53.6 63·6 60.7
Exports ••..•..•. 7·5 3·3 1.8 3·0 23.0

Balance .•.•.•• -17.2 ..48.9 -51.8 ..60.6 -37.7

Turke:r:£/
Imports .... It ••••• 46.5 98.6 81.2 85.0 85.2 33·9
Exports •.......• 66.2 72·5 52·9 53·1 51.6 48.3

Balance •...... 19.7 -26.1 -28.3 -31.9 -33.6 14.4

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 supplied by the Statistical Office of the United Nations.

~/ Belgium., Canada, PortlJ88.1, Switzerland and the United States, except for
Lebanon and Syria, for which data include only trade With BelgiU11l.,
Switzerland and the United statee .

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

£./ Not including imports under the United states Turkish aid programma,
which amounted to $72.4 million in 1948, $55.6 million in 1949 and
$27.8 million in 1950.
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Eg:ypt, Syria a..'1d Turkey, the increase in exports 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 band, during the second balf of 1951, their position seems to

have deterior,ated.

In the reIIRining cou".tries, mercha.ndiae exports playa relatively

minor p<3.rt in the balance of p<3.~nts. In Israel, donations and national

funds decreased S"iightly in 1950, while imports rose, causing an increase

in the deficit on current account. In Iran, a reduction in the import

surplus together 'With increased revenues from petroleum. led to a marked

improvement in the balance of piyments in 1950/51. During the following

year, however, the stoppage of oil operations caused a smrp deterioration.

In the other mjor oil-producing countries, na.!IlI9ly Bahrein, Iraq, KUW'dit

and Saudi Arabia, increased revenues from petroleum resulted in an

improvement in the balance of p<3.;ylD9nts in 1950 and, to a greater extent, in

1951.
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Chapter 2

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 against 6.4 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 fie Ids, and the rise in output of crude petroleum. has been accompanied

by construction of pipelines and eJqJaIlsion of other transportation

facil1ties. 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. In 1950, the Middle East displaced the

Caribbean as the leading exporter of petroleum, crude and refined products

combined. Persian Gulf oil has been gradually replacing that of the

Western Hemisphere in Europe and bas 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 camparative ly low.

The Iranian oil crisis in 1951 slowed down these developments, but by

the end of 1951 loss of Iran's crude petroleum had already been nnde up by

the increased output of other Middle East producers. Nevertheless, the

loss of products refined in Iran, especially aviation gasoline and fuel

oil, was still being felt in the Eastern Hemisphere. In other producing

countries of the region, the rapid development of the petroleum industry

has been responsible for increasing financial benefits. Several

governments have pressed for greater shares in the profits of the

petroleum companies operating in their countries and, in SQm9 cases,

negotiations h~ve led to the conclusion of new agreements providing for

equal sharing of the profits.. WHh the antic1pated expansion in
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production and the higher rates stipulated in those agreements, the

oil-producing countries are, likely to receive larger revenue from

the petroleum industry.

Production, Refining, Con.~'ttm;ption and Exports

Production and reserves

According to estimates made in early 1951, about 48,200 million

barrels (nearly 6,500 million :ml.3tric tonsl /), one-half' of the world fS

proved reserves, are located in the Middle East as against the estimate

of 28,400 million barrels (3,800 million :metric, tons), or 37.2 per cent,

made in early 1946}j D'UT+ng 1950 and 1951 exploration and drilling

activi ties continued in many countries of the region. In 1950, proven

acreage of oilf'ields increased in Saudi Arabia by 60,700 acres, to

191,000 acres; in Iran, by 18,000 acres, to 161,000 acrea.Y There were

also increases in the proven acreage of Egypt, Iraq and Kuwait. New

oilf'ields were brought into production in Saudi Arabia at Ain Dar, and

in Iraq at Zubair, in 1951. Production increased in rilany fields already

operating. The major discoveries made in 1951 were in Kuwait, at Magwa

and in Saudi Arabia at Uthmaniyah. The latter was the firstoff-ahore

discovery in the region. In the latter part of 1951, the exploration

activities of the Governments of Iran and Turkey resulted in discovery

of oilf'ields near Qum in Iran and at Garzan in eastern Turkey. The extent

and capacity of these fields are not yet established. Drilling operations

in 1950 resulted in the bringing in of 19 oil wells in Saudi Arabia, 18

in Iraq, 13 in Kuwait and 6 in Iran .'il

11 For convenience approximate eqUivalents in metric tons have been given
in parenthesis, using rates of conversion of various products and
different crude petr61eums.

gj Gulf' Publishing company, World Oil (Houston, Texas), 15 July 1951

'11 Ibid.

!±I Ibid.
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Betroleum development programmes in the region have been accompe.nied

by an expa.nsion of oil-handling facilities. The most strtking recent

develo~nt has been the completion of a 30 to 31-in.ch pipeline, 1,068

miles long, stretching from the Saudi Arabian oiIfielde through Jordan

and S;rr:ta. to Sidon in Lebanon. This pipeline, which haa a capecity of

about 315,000 barrels a day (15.5 million tons a year), started operation

in Dece:niber 1950 and reduces sea haulage to Europe and the western

Hemisphere 1Jy nearly 3,500 miles .2/ The price differential of crude oil

at Sidon and in the Persian Gulf 1s 66 cents a barrel (a'bout $4.90 a ton);

for the, 15.5 million tons which will be carried when the pipeline is

operated a t f~ll capacity this represents around $75 million.Y
Construotion of another equ'9.1ly important pipeline, by the Iraq Petroleum

Company, from the Kirkuk field in Iraq, to Baniyas in S;rria, s~rted early

in 1951 and is to be completed in 1952. This 32-inch, 30-inch and 26-inoh

pipeline, with a oapacity of about 275,000 bar,rels a day (13.5 million tons

a year) is to be 560 miles long, requiring around 170,000 tons of Pipe.1/

In addition, s:n:allar pipelines were laid in Iran, Iraq, Kuwait and· Saudi

Arabia. Expansion of oil-handling facilities included the construction

or extension of port fa.cilities and storage tanks in Iran, Iraq, Kuwait,

Leba...l1on, Qatar and Saudi Arabia.

The e:xpansion of transporta:i;lon facil1 ties, the construction of'

pipelines, and oilfield develOpm3nt, accompanied by increasing demnd for

Middle East crude oil in world :markets, resulted in a oontinuous rise in

production to mid-195l in Iran, Iraq, :rruwa.it, Qatar and Saudi Arabia. The

2./ The pipelL116 required an invsstm3nt of' about $230 million, used. around
270,000 tons of' steel and utilized the services of' appl"oxlmately 2,000
Amarican tec1mlciana and 8,000 Arab worlrera (Journal du COIl'Jl:OOrce et 'de
la Marine, Alexandria, 18 October 1950). It is opera:te'd'ba"tWeen Qati"f
and QaihU'nnh by the Arabian Amrican Company and from the latter point
to Sidon, a distance of 753 miles, by the TranB-Arabian Pipeline
Company •

6/ This figure doss not take into aocount amortization and operating costs.

1/ Gulf Publ1.shing CC>lllpa.l1y, World Oil, January 1951.
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nationali.zatlon of the oil industry in Iran, whioh was followed 'by stoppage

of production in its mjor fields, led to a sna,rp drop in the region-a

output of crude oil. :But. the subsequent :t'iae in production in Kuwait and

Saudi Arabia, and to a smaller degree in Iraq and Qatar, in the latter part

of 1951 made good the loss of Iranian cru.de, which in 1950 represented

36 per ceut of Middle I!B.at production. Table 7 shows monthly average

production of crude 0'11 in the Middle Eastern countries.

Refining

Refinery output of the Middle East increased rela:tively slovly until

the middle of 1951, when the shutdown of the Abadan refinery, largest in

the world, caused a setback0 In 1950 crude petroleum runs to, stills were

about 319 barrels (43 million'metric tons), against 301 million barrels

(4o million tons) in 1949, but in 1951 declined to around 250 million

barrels (33 million tons). Owing to the s}larp increase in production of

crude petroleum, howsv-er, the Middle East refined in 1950 the equivalent

of only 48 per cent of its crude production as compared with 57 per cent

in 19490 The amount of crude run to stills and the supply of crude oil in

Middle Eastern countries in 1950 are shown in table 8.

The slowness of the expansion in refining was due to the increasing

demand in the Western Hemisphere and western Europe for the crude petroleum

of the Middle :ERst rather than its products. Western European countries,

with the assistance of the Organisation for European Economic Co-operation,

have been increasing their refining capacity, the economic reasons for this

being their desire to 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

members of the Organisation for European Economic Co-operation was estimated

at 43 million ~tric tons as against 21 million in the year 1948/49, and it

was expected that the realization of plans under way would increase output

to 59 million tons by June 1953 oW

§./ Organisation for European Economic Co-operation, 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; thousams of metric tons)

Saudi
Period Bahrein Egypt Iran Iraq Kuwait Qatar Arabia Turkey Total

1938 . .............. 95 19 863 358 6 1,341

1948 . . ill •••••••••••• 125 157 2,106 286 533 1,605 0.2 4,812

1949 . ... II ••• II •••••• 126 189 2,270 339 1,032 8 1,955 1.2 5,920 I
[\)
I-'

126 2,688 540 1,440 136 2,242 1.4 7,369
I

J..95° . .............. 195

1951:
First quarter ...• 124 189 2,723 665 1,591 185 2,469 1.4 7,947
Second quarter ..• 125 195 2,583 678 2,1l3 189 2,991 1.2 8,875
Third. quarter ••.. 127 25ff!:./ 71g:} 2,764 199 3,452 1.7 7,716P-/

Source: Un! ted Nations, :r.lonthJ;y Bulletin of Sta.tistics •

~ Average for July and August.

-pj Estimated.
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Tabla 8. Refinery Operations and Imports and Exports
of Crude Petroleum., 1950

(Thousands of barrels)

Supply of crude petroleum. Crude Exports of
Country Local Imports petroleum crude

production run. to stills petroleum

Ba,brein......... G ,. ... \II & 11,016 46,287 56,900
Eg;rpt ••• lD ............. 16,373 16,608
Iran-.................. 242,473 191,175 49,640
Iraq ...•...•••.••.••. 49,919 2,835 '!:./ 46,099
Isreel ........•...•.. 1,670 1,532

Kuw.lt .....•..•.•.... 125,722 7,794 116,696
I.eoo'non. • • • • . • • • • • .. GIl • 3,682 3,682
QAtar. "................ 12,268 11,700 '!:./
Saudi Arabia..""""."." 199,547 38,364 153,036
Turmy ................. 54 52

Total 657,372 51,639 313,942 377,171

Source: United states Department of the Interior, :Bureau of Mines, World
Petroleum Statistics (Washington, D.C., 1950). -

'!:./ Estimated.



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 one million ton refinery

near Baghdad, in Iraq, at a cost of $25 million, and expansion of the Suez

refinery in Egypt by the Gover:runents of the respectiva 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 Oil Company in Sidon, Lebanon, will meet local

consumption and supply bunker fuel for tankers. It a-P'P6ars that the existing

refineries in the Middle East will in future su-pply larger q~~tities of

refined products to the Far East, eastern Africa and the Middle East as the

needs of Europe 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 table 9, in recent years residual fuel

oil has constituted nearly one-half of the total out'Put; 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 annual rate of about 700,000 tons, supplying the major 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 been practically idle since August 1951. The

refinery 'Processed 23.6 million metric tons of crude oil in 1949 and

24.4 million tons in 1950. Part of this refinery resu:med operations on

2 November 1951 under local technicians, meeting local needs estimated

at a little under one million tons a year.

The Refinery at Haifa, which has a crude charging capacity of 84,000

barrels a day (over 4,000,000 tons a year) and which, because of the

closing of the pipeline from Iraq ~d the interruption of shiJ;Jm3nts from



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

(Thousands of barrels)

Fuel oil Residual Total,
Country Motor fuel Kerosene (di stilIate) fuel oil major products

1949 1950 1949 1950 1949 1950 1949 1950 1949 1950

Bahrein ..... ~ 15,432 ~ 5,648 ~/ 10 .. 021 ~/ 24,958 ~ 56,059
Egypt ...•... 1,877 1,653 916 1.. 160 911 851 10,774 10,847 14,478 14,511
Iran........ 37,101 38,738 17,226 17,833 30,676 33,478 79,385 87,826 164,388 177,815
Iraq........ 542 535 120 1,475 2,672
Israel ••.•.• 165p) 261 45P.! 208 120Ej 280 200P.! 601 53oP.1 1,350

Kuwait ...... 120P.! 124 25EJ 41 21Q'E./ 1,654 460E.! 5,780 815EJ 7,599
I

Lebanon ••••• 550 882 265 . 472 335 620 925 1,593 2,°75 3,567
f\)
.f='"

24,96s:d 7,361~j 20,77#j 41,606£1 15,738 94,70s:d
I

Saudi Arabia 8,350 2,947 10,542 35,577
Turkey .••..• 5 5 1 2 19 25 25 32

Total ry 65,328 65,987 26,374 28,846 53,145 57,566 134,844 148,843 279,691 301,242

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

~ Included in the figures for Saudi Arabia.

Pi Estimated.

~ Including production in Bahrein.

ry Totals for 1950 include 1949 figures for Iraq.



other Middle Eastern countries to Israel following the Arab-Israeli 'War,

operates at only partial capacitY' on imports of' crude f'rom. 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 barrels a day, representing an annual rate of' about

850,000 tons/if The input of'Babrein refinery in 1950 was 56.9 million

barrels (7.1 million tons) compared with 56.1 million barrels (1.6 million

tons) in 1949, while the crude input of' Bas Tanura. ref'inery declined from.

46.3 million barrels (6.2 million tons) in 1949 to 38.4 million (5.2

million tons) in 1950. The ref'inery at IDtwait, which started operation

late in 1949, had a throughput of' 1.8 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

Consumption of petroleum. products in the Middle East itself has been

increasing fairly rapidly in recent years, awing to industrial developn:ent

(including the expansion of the petroleum industry), the increaSing ntmibers

of' m.otor vehicles and greater use of agricultural machinery, as well as the

replacement of' coal bY' petroleum. products in transportation and in certain

industries. In addition, the grmting sea traffic to and f'rom. the Middle

East has resulted in a large increase in bunkering.

In 1950 app;rox1ma.tely 5.5 million tons of' petroleum, that is, about

20 per cent more than in '1949 and almost five times as much as in 1931, were

used in the region for local consumption. An additional 2 to 2.5 million

tons were consumed bY' the ref'ineries of Abadan, Bahrein, Kuwait and

Ras Tanura.. Bunker oil Bupplied bY' the Middle East amounted to about

8 million tons in 1950, against approximately 6 mllion in 1949 and

2 million in 1931.
Despite, the growing local de:mand f'or petroleum products, per capita.

consumption remains comparatively low. In 1950, for the world as a Whole,

2/ Anglo-Iranian Oil Company, Anglo-Iranian's Operations outside Iran
(London, 16 November 1951).
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it was at the rate of 240 kilog:ra.mmes per year, and for the Middle East

close to 160 kilogra.mwBs but if the amounts consumed by the petroleum

industry and those used for bunkering are excluded, per capital consumption

was around 55 kilo~s.
The greater part of the petroleum consumed in the region consists of

fuel oil, especialq in countries where coal resources are relatively small;

kerqsene 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 petroieum has been increasing at the

rate of about 10 per cent annually; supply of oil from major sources is

also rising, at varying rates. The petroleum surplus of the western

Hemisphere, Which tmditionally supplied the major portion of Europe - 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 exporters, has bec~ 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 especially

to the United states, while its exports to other parts of the 'World, mainly

Europe, have declined.

The sharp rise in the consumption of petroleum. products in Europe

and the favourable competitive position of Middle East petroleum. have

graatly increased the demnds on this area. The grOWing consumption of

the Middle East, as wll as of Africa - 'With the exception of the wstern

part of Africa - is dependent on Middle East production. In addition.; even

cO'lmtries of the 'Western Hemisphere, like the United States, Canada and

Argentina, have imported increasing quantities of Middle East crude in

recent years. Oil shipments to the Far East, another mjor consumer of

Middle East petroleum products, have also been considerable. As a result

of these changes, in 1950 and the first half of 1951 the region became the

largest exporter of petroleum products; it is not yet clear to what extent
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Table 10. Consumption of Major Petroleum. Fuels
in Selected. Countries '!:./
1937, 1949 and 1950

(Thousands of metric tons)

Country 1937 1949 1950

Afghanistan ..•.•..•...... 3 20

Anglo-Egyptian Sudan•.••• 18 127 120

CTPruB ........................ 26 72 85

~t•...••••••.••.•••••• 491 1,418 1,933
Pi 172 780 842IraJJ.: ......................

I:r:-a"q........ ................. 88 518 619

Israel/Palestine .•••••••• ) ( 430 655
)- 146 -(

50 53Jordan•••••.•..••.•.•.••• ) (
LebaD.on••.••.•••.•••.•••• ) ( 264

87 348
S;yT1a •••••••••.• •••••••••• ) -( 231

Turkey.................... 90 432 413

Total 1,121 4,195 5,235V

Source: Statistical Office of the United. Nations; Iran: Un! ted.
Sta.tes Depart2llent of the Interior, World Petroleum Stat1stics; and
Ira.n.1.an Ministry of Fi.nance, General Statistical Bulletin, Nos. 6
and 7; Annu.a.ire statistique du commerce exterieur de l'Iran.

'::.! Apparent consumption, exclusive of btmker fuel.

Pi Excluding refinery consumption; figures are for Iranian years
beginning 21 March of the years indicated..

V Including 1949 figure for Afghanistan.
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the interruption of Iranian exports in the second half of 1951 affected

. this leading position. De~pite the post-'War increase in Middle East

production, the Eastern Hemisphere is still drawing, though in decreasing

.quantity, on the Western Hemisphere's petroleum for its deficit. Whereas

in 1947 the Eastern Hemisphe~ met from 1ts own resources 70 per cent of

its demnd for petroleum, est1m.ted at 120 million tons, in 1950 it met

92 per cent of its demand of 160 milli9n tons •
101

The export surplus of petroleum in the Middle East increased from

about 26 million tons in 1946 to about 73 million tons in 1950, while the

Caribbean area surplus increased from 51 million tons to 71 million tons.

In the sB.meperiod, the deficit of Europe (excluding the Union of

Soviet Socialist :Republics) increased from about 31 million tons 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 tons in

1946):11
Exports of' crude and refined petroleum from the Middle East, excluding

transfers Within the rep:ion from producing areas to refineries, were around 540

million barrels (73 million tons) in 1950 as against 425 million (57 million

tons) in 1949. Thera 'Was a sharp increase in exports of crude oil, mainly

because of increased demand arising from the deve lopment of Europe's refining

industry: exports in 1950 vere about 330 million barrels (44.5 million

tons), an increase of 50 per cent over 1949; 1951 exports were about 40 per

cent higher than those of 1950. The chiefa-xporters of' crude petroleum in

1950 were Kuwait, Saudi Arabia, Iran! Iraq and Qatar.

Erports of refined products increased from about 27.5. million tons 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, Bahrein and Saudi Arabia have been exporting large

quantities of refined oil, and IDIwait has also started to export small

amounts. Israel's exports of refined oil ceased in mid-1948, and have

not res'Wlllled. Table 11 provides an estimate of the 1950 exports of petroleum

products from six countries.

As regards direction of exports, petroleum shipped to countr1es vest

10I World 011, JulJ' 195L

111 Ibid.



Table 11. E:.tports of Major Perl:.roleum Products

from Selected Countries, 1950

(Thoueand.s of barrels; estimated)

Fuel oil
E:I:porting Crude Motor (distil Residual
country Petroleum fuel Kerosene late) fuel oil Total

Bahrein ..... 15,380 5,615 9,317 19,565 49,877

Iran........ 49,640 28,98cjJ 103,160P...! 181,789

I~q. Ill> •••••• 46,099 46,099

Kuwai t .•.... 116,696 1,543 871 119,110

Qa-ta,r •••• 0 •• 11,700 11,700

Saudi Arabia 106,7499..1 7, 617 2,900 8,890 7,275 133,4319..1

Total 330 ,8849..1 51,986 542,0069..1

Source: For exports of crude petroleum, United States Department of the
Interior, Bureau of Mines, World Petroleum Statistics, 1950. Ex:ports 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
Uni.ted States Bureau of Mines, International Petroleum. Trade (Washington,
D.C.), 30 April 1951.

~ For year ending 20 Mu-ch 1950.

P..I For year ending 20 Mu-ch 1950; includes kerosene and fuel oil (distillate).

£I Excluding exports of 46,287,000 barrels of crude from Saudi Arabia
to Bahrein for refining.



of Suez amounted to about 52.5 million. tons in 1950,121 compared with

4.0 million tons in 194.9, and represented about 72 per cent of the Middle

East's total 1950 petroleum exports as againSt 69 wr cent of .194.9 exports.

The greater part of' these exports to countries west of' Suez consisted of'

crude oil, approximately 27.5 million tons in 1949 and 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 meets over three-quarters of Europe t s

requirements of' petroleum. The largest importer in recent years bas been

F:ra.nce, to which in 1950 about 95 million barre1B (12.7 million tons) of

oil were sent, through the Suez Canal or from the Tripoli terminals of the

I:ra.qi pipelines, compared with 75 million (10 million tons) in 1949. The

corresponding figures for the United Kingdom ware 81 million barrels

(10.8 million tons) in 1950 and 64 million barrels (8.5 million tons) in

1949, approximately; 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 Swaden, 12

million barrels (1.6 million tons) and 9 mil1ion.~1 United States imports

from. the Middle East wera 47 million barrels (6.3 million tons) in 1950

compared with 39 million (5.2 million tons) in 1949.

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 million tons and 4.6 million tons,

respectively, in 1948/49 and 1949/50.141

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 bad been at the rate of about

150,000 barrels (20,000 tons) per day, and exports of refined products

121 Calculated from figures published by the Suez Canal Compa,ny, adjusted
to incIude exports from. I:ra.q.

!3.1 Calculated from. figures published b1 the Suez Canal Company, adjusted
to include exports from. Iraq. .

141 The figures given in this paragraph are taken from the foreign trade
statistics of the importing countries.



450,000 barrels (60,000 tons)" The latter included over 200,000 barrels

(30,000 tonal a day of fuel 011 and approximately 18,000 barrels (2,000

tonal a day of aviation gasoline. After June 1951, these quantities

disappeared from. the world :market. Great efforta have been mde to replace

them. by products from. other sources, especially from. Ku:wa1t, Saudi Arabia,

the United states and Venezuela, as well as through increased actiVity

,of European refineries.

:By the end of' 1951, world output of crude petroleum. and of refined

products had surpassed the totals of' April 1951, when Iran was still

exporting. Around the end of' November 1951, the Persian Gulf area was

whipping approxim.tely 1,800,000 barrels (240,000 tops) a, day of crude

as against 1,720,000 barrels (230,000 tons) a day in April, representing

an increase of 80,000 barrels (11,000 tonal a.day notwithstanding the loss

of Iranian exports. ThiS increase, augmented by SOlOO 140,000 barrele

(19,000 tons) a day of crude petroleum. preViously exported to the Western

Hemisphere, was added to the shipments of crude from. the Middle East to

Europe for refining.

In the SalOO period output of refineries in the Persian Gulf area,

excluding Iran, rose by about 50,000 barrels (6,700 tone) a day, and Europe's

daily refinery runs increased by around 250,000 barrels (35,500 tone). To

meet the deficits, the United states increased its shipments of refined

products to the Eastern Hemisphere by nearly 200,000 barrels (27,000 tone)

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 demnd for petroleum. products, these

increases have hardly covered all requirements. Shortages of :fuel oil, and

especially of' aviation gasoline, are still being felt,; stocke in Europe, and

still m.ore in the Far East, have declined drastically. The growtn in the

volume of international shipments of petroleum., together with the dislocation

of' the preViously eXisting pattern, has resulted in a shortage of ta.nkers.

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 m.ostly

by Middle East crude, refined in Europe.



Tanker construction, though progressing fairly rapidly, has not kept

pace vith the demand. As a result, the spot tanker rate, which was be low

the United states Maritima Commission rate in early 1950, increased to

about 150 per cent of the latter early in December 1951.1:2/ But prices of

Middle East oil products were not affected by these developments. Crude

Oil, the DRin export item, 'Was quoted at the end of 1951 at the sa.:me price

as early in 1951. The price for 36 degree crude· (f .o.b. tanker) in the

Persian Gulf area was $1.75 per barrel, and in eastern Mediterranean ports
16/$2.41 per barrel,- throughout the ;rear.

Changes in Terms of Payment and Use of Oil Revenues
for Development Purposes

In March 1951, following prolonged and unsuccessful negotiations

between Iran and the Anglo-Iranian Oil Company, the oil industry of Iran was

nationalized. This controversy had repercussions in other Middle Eastern

oil-producing countries. The rise in world prices of petroleum products in

post--war years and the very low cost of oil production in the Middle East,

resulting in a large margin of profits for the petroleum companies, had led

gO'Ve1"J:l.Dlants to demand an increased share in oil revenues. In 1948 the

the receipts of oil-producing countries bad been the equi'Valent of between

13 and 32 cents per barrel of crude. On 20 February 1949, the Govern.ment of

Saudi Arabia and the Pacific Western Oil Corporation signed a concession

agreement for the exploitation of oil 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 ra.tea hitherto paid in

the Middle East. Although production has not yet begun in the Neutral Zone

the agreement itself vas enough to strengthen the bargaining position of

the gOVEJrn.ments concerned. In the course of demands by the oil-producing

countries for higher revenues from. oil operations, reference was frequently

made to the above-mentioned agreement and to the equal 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

12./ Petroleum Publishing Company, Oil and Gas Journal (T".:tlea, Oklahom),
22 November 1951.

16/ PetroleU!l:l Press Bureau, Petroleum Press Service (London) ..



Arabian American Oil Company for its operations in Saudi Arabia, and

similar agreements were later concluded in Iraq and 1CuWait. The more

im.portant of these revisions are s'UIllIl!l.rized 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 munber of long

standing problems. The most important feature of the new agreement is

the provision for payment to the Saudi Arabian Government of a share in

the company's net operating revenues in Saudi Arabia. Reportedly, the

Saudi Arabian Government receives, in the form. of royalties and

participation in profits, an amount, equal to fifty per cent of the net

operating revenues, that is, of the balance arrived at by deducting from

gross receipts the operating expenses, depreciation, exploration and

development expenses, and foreign government taxes, including United States

income taxes. The amount thus arrive at is to stand in lieu of allpreviouB

types of payments, including royalty, income tax, import duties, visa fees

and port charges.ill Payments by the company 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 revenues

has not been disclosed.

Another important provision is that monetary transactions between the

Saudi Arabian Gove:r:nmant and the Arabian American Oil Company will be

carried out at the internationally accepted rates of exchange ,!§/ and that

'1:1/ Petroleum. Publishing COIIlIlW1Y, Oil and Gas Journal (Tulsa, OklahOIlR),
11 January 1951.

18/ Prior to this arrangement the company had to buy the local currency it
required from the Saudi Arabian GovernIlJ3nt 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, valued at $12 .00, as against the
International Monetary Fund rate of $8.24, thus increasing rOY"d.lties
per barrel from. about 22 cents to 32 cents.



pa;y.ment to Saudi Arabia can be mde in a.ny currency which the com:pa.ny

receives and in the BaJm proportion that the receipts of such currency

bear to total receipts.

Under the terms of the new agreemant, the Government of Saudi Arabia

is, reportedly, to receive 55 cents a barrel. On this basis, Saudi Arabia-s

receipts in 1950 my be estimated at $110 million ($45 million more than it

would have been entitled to under the previous agreemant) as against

approximately $55 million in 1949; and the 1951 receipts my be estimated at

around $155 million.

A major portion of this revenue has been used for the current

expenditure of the Gove:rn:mant of Saudi Arabia, but development projects

have also received a substantial share. It has been estimted that the

Govern.nent has spent about $30 million a year of i te oil receipts on public

works .'1:2/ Owing to the increase in amounts available for capital

expenditure, there has been greater development of transportation facilities,

inigation systems, and agricultu:ral resources, as well as other improvemants.

In :mny cases the Arabian ~rican Oil Com:pany has helped the Gove:rn:mant in

carrying out these projects and on certain occasions it bas undertaken

development projects on behalf of the Governmant. In October 1951, a

556-kilomatre railroad connecting Da.mman 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.20/

Early in 1951 the Governmant signed a $8 ..4 million contract with a
21./British firm for the construction of a road between Jidda and Medina,-

and in July announced the allocation of about $1.6 million for improvemant

of roads and the water supply at 'Mf3cca.m construction of a jetty at

Jidda, on the Red Sea, was finished in 1951. Air traffic transportation in

particular has made a striking developmant. Early in 1951, there were

!!i/
20/

21/

gy

Petroleum. Press Bureau, Petroleum Press Service (London), February 1951.

Le Commerce du Levant (Beirut), 3 Septem.ber 1951.

Ibid., 30 September 1951.

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 Arabia,W and an increasing number

of' pilgrims travelled by plane. In the field of agriculture, the expansion

of the water supply by drilling wells and installing pumping equipm9nt bas

made it possible to extend cultivation. Tractors have also coma into use.

Other improvements consist of the installation of telephones, the building

of a broadcasting station and generating plants, providing piped water,

and constructing schools, hospitals, warehouses and other bUildings. A

soap factory was completed in early 1951. In addition, an Egyptian firm

secured a contract at ~650,OOO for construction of a sewage system in

Mecca.

Iraq

until 1950, Iraq's receipts from the oil operations of the Iraq

Petroleum. Compe.ny Limited, the main producer in Iraq, were at a royalty

rate of four shillings gold per ton of 011 exported, equivalent to about

22 cents per barrel.

Following announcement in JUly 1949 of the proposed revision in the

terms of pa.ymnt of the Anglo-Iranian Oil Compe.ny, negotiations began

'Which, in August 1950, led to an agreement raising the royalty rate from

4 shillings to 6 shillings gold per ton of oil removed from the country

(that is, about 33 cents a barrel). Another agreement, superseding the

previous one, was announced in Baghdad on 13 August 1951.. This provldea

for another form of equal profit-abaring, before,paym:mt of foreign taxes.

Profit ia determined by deducting from the value of crude, oil at Iraqi

borders the cost of production, overhead and 'transportation to the Iraqi

borders.~ Iraq's 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. Company and Moaul Petroleum Company, at the eastern

Mediterranean porta; and 33-1/3 per cent of the crude oil, produced and

transported by the Basrah Petroleum Company, at the Persian Gulf port of

'51/
24/

Petroleum. Press Service, February 1951.

At present costa and prices, it is agreed that the price of crude
oil of Kirkuk quality will be 94 shillings per long ton at the
Iraqi/Syrian border, and 81\ shillings and 9 pence per long ton at
Fao, and tbat coats will be 23 shillings in 1951, declining to 13
ahill~s in 1953 and therea:f'ter.



Faa. The Governm:mt of Iraq may take in kind at Eleaboard ter.minals,

12-1/2 per cent- of the crude oil produced in Iraq 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 agree~nt stipulates that the mini:mum rate of production will be

22 million long tons a year of crude oil from the Iraq and Mosul companies

for 1954 and afterwards, and 8 million long tons from the Basrah company for

1956 and thereafter. Thus, oil production in Iraq is expected to increase

from 6.6 million tons in 1950 to at least 30 million long tons in 1955.

In addition, the companies have undertaken to supply the one-million-ton

govern:roent refinery which will be built at Baiji, near Baghdad .. with crude

oil for local consumption at~ cost price of five shillings sixpence per

ton (about 10.3 cents per barrel); the cost of transporting this oil will

be borne by the Govern:roent. Other provisions of the agree~nt deal with

the following: training of Iraqi employees at Kirkuk and in British

universities; employment of Iraqi workers as far as possible; appointment of

a number of Iraqi directors to the boards of the companies,; payment of $14

million in settle~nt of past disputes; payment of a mini:mum of $14 million

a year, for two years, in case of compulsory shutdown of operatiOns; and

revision of terms of payment if neighbouring countries conclude arrangements

wi th oil companies containing better terms of payment .?2/
According to the terms of the agreement just described, Iraqta

revenues, which amounted to $8.7 million in 1949 and about $20 million

in 1950, were estimated at about $40 million for 1951 (excluding the $14
million settlement fund) .. and were expected gradually to rise to around

$165 million in 1955.

Kuwait

Until 1951 the rate of royalty paid to Kuwait had been the lowest in

the region. The payments of the Kuwait Oil Company consisted of three

rupees per ton of oil as royalty plus one-fourth of a rupee per ton in

lieu of taxes .26/ Devaluation of the rupee in September 1949 brought

?2/ Agreement of 3 February 1952 between the Government of Iraq and Iraq
Petroleum Company and associates.

26/ Arabian ~rican Oil Company, Summary of Middle East Oil Developments
(New York, 1948).
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Kuwaitts 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-shartng was announced in London. This agreement, which was to be

effecttva from 1 December 1951, imposed an income tax on the earnings 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.'?1/ K.'llWa1.t t s receipts from the operations of the Kuwait

Oil Company amounted to the equivalent of about r.3.9 million in 1950,

against t2.8 million in 1949. It was expected that its revenues from the

company's operations in 1951 would amount 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 Klnr.ait t s oil revenues have been utilized for bUilding hospitals

and schools and for improving the city of Kuwait. Since Kuwait has no

drinking vater, work is proceeding on the 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 add1.tion, ID.twait has been

negotiating with the Government of Iraq regarding construction of a water

pipeline to draw water from the Shatt al Arab to Kuwait.28/ A power plant

costing about· $7,000,000 will also be bUilt.~/ These projects can absorb

only a fraction of the increasing funds which are accruing to Kuwait from.

oil operations, but aside from oil the natural resources of Kuwait - with an

area of about 6,000 square miles and a population of approx:l...n:Rtely 170,000 

are limited.

The foreign trade of Kuwait has flourished as a result of these recent

developments, and of increased foreign exchange receipts from oil

operations. Its imports, excluding imports by the oil company, increased

from. $5.1 million for the year ending 31 March 1946 to $21.1 million for

n./ The Journal of Commerce (NeW york), 4 December 1951-

~ Petroleum. Publishing Company, Oil and Gas Journal, 22 November 1951.

52../ The Economist (London), 18 December 1951.



the year ending in March 1950; some of' the imports vere for re-export.

Excluding petroleumship:l'llBnta, exports and re-exports increased from

$128,600 to $6.4 million in the same years.?ilI

Bahrein

Under the terms of' the concession agreement, the Sheikh of 'Bahrein

received three and one-half rupees per ton of' crude oil, equivalent to

about 14 cents a 'ba.rrel before the September 1949 devaluation.,nl In 1950,

the Bahrein Petroleum. company reportedly agreed to increase its payEants to

10 rupees per ton - about 29 cents a barrel - effectiw from January 1950,

and Bubsequently another supplemental agreement was mde, in 1951,

increasing further the paymnts.

Bahrein-s revenue from oil 'Was about $1.6 million in 1948, increasing

to around $3.2 million in 1950. One-third of these revenues is assigned

the Sheikh and his family, and the balance is partly set aside as reserve

funds and partly used to finance the current expenditures of' the Government

as 'Well as developllent projects .JgI

JlI

'jgl

Middle East Economist and Financial Service, (Forest Hills, New York),
June 1951; and United States Department of Commerce, International
Reference Service, Arabian Peninsula. Areas, vol. V, No. 92,
November 1948.
Arabian American Oil Com.pany, SU1I!I!U7 of' Middle East Oil Developm:mt
(NeW York, 1948).

J .1I.D. Belgrave "The Future of' the Bahrein Islands", The Arab World,
(London), October 1951.
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Chapter 3

TlENDS IN PRODUCTION Al'ID PRICES IN SElECTED COUM'RIES

Egypt

The mos't important factor in Egypt's economic situation during the

period UIlder revieY was the sharp rise in the price of cotton. This

increased considerably the value of Egypt' s ex:POrls, but imports grey

correspondingly, giving rise to an import surplus in these years. The

defici't in the balance of p:tyments "Was, howver, more than covered by

releases from s'terling balances. The expmsion in incomes which C&JJe from

the increased value of co't'ton exports, and the rise in import prices, as well

as the budget deficit of 1949/50, were responsible for the rise in wholesale

prices, Yhich, in 1951, were abou't 15 per cen't abo'Ve the previous post-war

peak of 1948.
Owing 'to the relaxation of restric'tions on acreage, production of co'tton

regained the pre-war level in 1948, but fell slightly below 11; in the

following years (table 12). Prices for Egyptian cot'ton, which in the early

post-'War period had followed the trend of American prices, rose sharply in

1948, partlY owing to demnd from Europe, where the dollar shortage persisted,

but there 'WaS a downward 'tendency during the latter half of the year am the

first half of 1949. The devalue.tion of sterling and of the Egyptian pound in

. September 1949, and the increased demnd for cotton from 60ft currency areas,

s'tabilizedthe price of Egyptian cotton during the follonng months, while

prices of co'tton from the Uni'ted States at first declined, then rose slowly.

The outbreak of 'War in Korea in 1950 'WaS followed by a sharp increase in

cotton prices, which lovelled off in the spring and SUIIlIller of 1951, declined

in the fall, following the announcement of a. large crop in the United states,

and :recovered tawards the end of the year when the previous estimte was

reduced. From the beginning of 1951, the Gove:r.l::llOOnt of Egypt pursued a policy

aiming at mintain1ng the price of cotton by fixing minimum prices, and,

later, by undertaking to buy aD1" amount of cotton tendered at those prices.

The purchase of cotton was financed by the iSSUing of' 'Treasury bills. In
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Table 12 .. Egrpt: Production, Prices and Exports of cotton
1947 to 1951

Prices in_Ale.xandr1~1 E!porte
Production Long Medium Prices Quantity Value

Period (thousands of staple staple in (thousands (mU1ions
metric tons)!! (Karnak (Ashmun1 United of me1r'c of Egyptjan

"good") "good") stateas.! tons)d poundB)~

19b-7 ............ 286 45 ..42 42 .. 32 34 ..4 336 69.3

1948•••••••.••• 400 90.79 66 .. 08 33.8 345 113 .. 3

1949:
Jun.e ••• •••••• • • 75.68 44 ..20 32.8 1S4 58 .. 9
December••••• 391 78.66 75.18 30.3 359 106.1

1950z
June ••••••••• • • 74.76 • • 33.8 203 71.7
December••••• 377 126.48 124.09 42.6 387 149.8

1951z
June ••••••••• • • 162.60 117.01 45.2 ";p 105.5
December••••• 345 161.25 99.81 42.0 22 143.6~..1

Sources National :Bank of Egypt, Economic Bulletin; Food and Agriculture
Organization of the United Nations, Food and Agricultural Statistics (Rome); Egypt,
Ministr,y of Finance, Monthl;r 8urvel of Foreign Trad.e; International Cotton Advisor,r
Committee, Cotton Quarterly Statistical h.Uetin(WaahiDgton, D.C.).

al Production during year or su: months ending on date specified.

E! In tallaris per ca.ntar. One talla.ri aq._ls 57 cents (post-devaluation rate) and one
cantar equals ".9 ld1ogrammes; average for year or month specified.

s.1 1'5/16" middling; average of 10 spot markets in cents per pound; average for
year or month specified..

!ol Exports during period ending on date specified.

!I November.
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January, tbe export tu: on cotton _s doubled to mB per 100 kilog.m:mmes, as

an anti-iDflAtiom17 and revenue -raising masure, but in May it' _s reduced

to its pre ...war level to stimulate exports.

The value of cotton exports in 1950 was over three times as great as in

1946, and during the first half of 1951 a rate almost five times as high as

that of 1946 was achieved. Exports of other commodities, however, showed

very little increase, while the value of imports rose by two and a half times

between 1946 aDd 1950. The min elemnts of Egypt's bala.nce of plyments are

shown in table 13.

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

account but, taking the period as a whole, this _s more than offset by
. 11releases from Egypt's sterling balances.- In 1950, Egypt had a surplus in

its current accounts with bard" currency c01m~ries, owing to severel factors:

the large increase in exports of cotton to the United states; the decline in

imports :trom the United states and Canada; insistence on dollar p:a.ymants for

exports of rice and soma varieties of cotton; use of transferable sterling

for 18ymnts to :Belgium, Sweden and Switzerla.ndg/; am the purchase of dollar

goods :trom non-dollAr countries against payment of Egyptian pounds. This

surplus has been used to increase gold am dollar reserves, pa.rtlJ· as a

cover for the DOte issue. Egyptian gold reserves and balances in United

y The latest ADglo-Egyptia.n agreenent, signed 1 July 1951, provided for
the release of 1:150 million, out of Egypt's 1:230 million of blocked
sterling, during the next 10 to 13 1/2 years. During the period 1951 to
1960, aIID.ua.l releases are to be 1:10 millioD., Egypt baving the right to
draw an additioml :t'5 mdllion, to a total of 1:35 million dUring the
period, should its free bala.nces fall below £45 million. Provision was
also m.de for the release of an additional n4 million in dollars in 1951.
Moreover, Egypt is to be assisted by the United Kingdom in obtaining
petroleum products against ]8.yment in sterling, to a total value of
f:ll million in each of the ten years, 1951 to 1960 (International Monetary
Fund, Interne.tionalFlDancialNews (Washington, D.C.), 23 March 1951).

gJ Intermtiom1 Monetary Fund, Internatiom11'inancia.1 News, 1 December
1950.



-42-

Table 13. Egypt: Principal Items in 'Balance of' Payments, 1911-6 to 1950

(Millions of EgT,ptian pounds)

Item 1946 1947 1948 1911-9 1950

Credit:.
67..2 132 ..6Proceeds of exports........... 51.9 138 ..7 184 ..8

Shipping......................... ... ... .. .. 7..9 7..5
SUez Canal....................... .... ... 18 ..4 23.0 26.2

:British a:rm;r expenditures•• 20.7 ll..5 23.1 n ..5 13..0
other credit items................ 30..4 32 ..5 20.6 35.8 36.8

Total 103.0 111..2 194- ..7 216..9 268.3

~:

Payments for imports••••••• 88 ..6 100..4 162.5 15~3.3 221..7

Shipping.............................. •• .. . • • 8.8 7..0

Interest, divid.ends and
6.8 15..8other revenues............. 12..1 8..7 13..7

Expenditures of tourists,
4.. 7 10..4 8.9pilgrims and others....... 2.5 7.2

other debit items............. 17.0 31.3 30 ..4 20..8 28.9

Total 122.4 142.. 9 206 .. 9 212 ..0 282 .. 3

Balance•••••••••••••••••• ..19.4 "'31.7 -12 ..2 4..9 -14.0

Reduction in sterling
balances................. n.S 37.1 4.9 21.7 29.0

Increase in gold and
3.6 19..4foreign exchange ............ .... 3.. 9 23 ..0

Source: National:Bank of' Egypt, Economic Bulletin..



States b&.D.ks rose from $82 :million at the end of 1948 to $ll6 million in

1949, $174 :million in 1950 and $284 million in 1951.11
One of the reasons for the growth in Egypt's imports has been its

increasing deficiency in foodstuffs, notablJ cereals aM sugar, due to the

rapid increase in population. During the post-war years, restrictions on the

area planted to co'tton were gradually reJi:l.md, and cereal acreage decreased

(table 14) _ Maize yields declined, 'While the liheat yield remined

unchanged, resulting in a decline in the total cereal crop. Imports of

cereals of all kiDds rose from 16,000 mtric tons in 1938 to 595,000 in 1949

aDd 614,000 in 1950,J:J but against this should be set an increase in exports

of rice, f'rom a pre-war average of 97,000 tons to 309,000 tons in 1949 and

174,OOG tons in 1950- :Net imports of refined sugar in 1950 totalled 115,000

tons, against exports of 42,000 tons in 1938; at the sam tim imports of raw

6U88-r declined from 109,000 tons to 18,000 tons. In 1951, however, the area

planted to cereals increased and a very good crop was obtained.

In 1949, most Egyptian industries began to feel acutelJ the impact of

foreign competition" and production in certain branches 'WaS curtailed. The

declared net profits of eighteen induertrial compames with a combined ptid-up

capital of 1E9 million, fell from. a peak of lE2,334,000 in 1947 to £E2,166,000

in 1948 and fEl,95l,OOO in 194-9.'2./ Data for 1950 are incomplete, but show an

increase; in 1951 there 'WaS a distinct eX'];J8DSion in industrial activity,

stimulated by the rise in incones and prices, aDd profits increased

appreciablJ.§.1

3/ InteI".Dl!1tioml Monetary FuM, International Financial Statistics. Dur1ne
- the first half of 1951, exports exceeded imports for the first tine since

the outbreak of the Second World War, aM the balance of ptyments showed a
surplus on current account. This favourable situation does not, however,
seem to have prevailed during the second half of the year, lihen deficits
were incul"1'ed, minly in transactions with soft currency countries.

J.!J Natioml Bank of Egypt, Economic Bulletin, No.2, 1951.

'2.1 Banque :BeIge et Internationale d 'Egypte, Etudes financi~res.

§j Dividends distributed in 1950 by a.ll Egyptian corporations amounted to
lEll.6 million, against »no.4 million in 1949 (L IEwte industrielle,
Cairo, November 1951) • -
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Table 14. Egypt: Area and Production of Princip:d Cereals

Pre -war, 1945 and 1948 to 1951

(Area in thousands of' hectares; production in thousands of'
metric tons)

Years Wheat Maize Rice :Barley Total

1934-38:
AI-ea ........... lit ••••• (It • fl! 588 649 174 113 1,524
Production•.•••••.•• 1,184 1,616 609 225 3,634

1945:
AI-ea •• '" ....... til •• II ....... 692 789 265 151 1,897
Production•••••••.•• 1,182 697 866 262 4,007

1948:
Area.o •.•..•.•.••••. 637 652 330 92 1,711
Production•.•••••••• 1,080 1,409 1,308 167 3,964

1949:
Area (II ................... 595 628 295 71 1,589
Production••••..••.• 1,167 1,250 1,168 138 3,723

1950:
Area 0 \Ill ••• ., ............. .- 576 610 294 49 1,529
Production.••••••••• 1,018 1,306 1,242 91 3,657

1951:
AI'ea ..... II ............. 629 695 294 50 1,668
Produotion•••••••••• 1,194 1,446 1,260 99 3,999

Source: Food and Agriculture Organization of the United Nations,
Yearbook of Food and Agricultural Statistics; Monthly Bulletin of' Food
and Agricultural Statistics.



The Government mde many efforts to help Egyptian industry, especially

the cotton textile industry, where capacity is now twice as great as it was

before the 'War and production two and a half times above the pre-'War level.

In October 194-9 duties on ye.r.ns were doubled and those on cloth were raised

appreciably. In tb$ following year, duties on raw materials and machinery

were reduced and those on wheat and mize eliminated; at the same time duties

on luxuries and SOlIe ma.nufactu:red goods wre 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

nechinery were exempted from customs duties.11 These lmasures had little

effect on imports of cotton ye.m and cloth, which were already at a low level,

but they stimula:ted exports of yarn, which increasea. from 10 tons in 1947 and

42 tons in 1948 to 4,732 in 1949, -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 accumulated inventories.

Recently established factories not represented in the table include a chem±cal

fertilizer plant, a motorcar assembly plant, a large shoe :factory and a small

steel mill.

Some evidence is availa.ble of an increase in consumption in 1950,

resulting from higher inco1!Bs of cotton producers. The caloric content,s of

food supplies availa.ble per capita in 1950/51 have been eatimatedat 3 per cent

above the amount in the preceding ;year; this however, is still slightly below

the pre-war l£Jvel.V S-ugar consumption bas steadily increased, from 135,000

tons in 1938 to 252,000 in 1949 and 263,000 in 1950.10I Consumption in 1951

'WaS estimted at 270,000 tons .lll Available supplies of cotton piece-goods

II International Monetary Fund, International Financial News, 18 May 1951

§j L 'Erote industrielle, June 1951.

V Food and Agriculture Organization of the United Nations, Mont~ Bulletin
of Food and Agricultural Statistics, September 1951.

I " "!2. Annual reports of the Societe Generale des Sucreries et de 1a. Raffinerie
d'Egypte.

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

(Thousands of ~tric tons except as indicated)

Industry and product 1948 1950 1951'!:./

Textiles:
4(J../Cott.on ya.:rrl ••••••••••••• l!lI 50 58 53 26

Cotton fabrics 01 ....... 143 156 152 158 87
Rayon yarn y ::......... 20 948 1,887 1,107
Rayon fibres dl ......... 16 1,336 1,097
Woollen fabrics 2:.1 •••••. 878 1,406 1,206 589

Mining:
2,300E-1Crude petroleum•••••••••• 1,334 1,886 2,266 2,343

Phosphates .•••••••••••••• 377 350 350 397 250
Mangamse ore (natal

content) ..... 4& ...... Ci .. It III • 17 40 60
Common salt e 1 •••••••••• 623 360 466 539
Natro!.Jl. ••-:•••••••••••• 5,100 4,000 1,400 500
Gold f ................. 2,090 3,858 7,045 10,324

Other industries:
CelI:Jie'nt 1iIl ........... 4I' ........ 648 768 889 1,023 1,130 s.1
Refined sugar ••••••••••• 185 199 216 231 218 s.1
Alcohol '!ll ............... 9.8 9.4 9.4 14.6 5·5

Source: United Nations, Monthly Bulletin of Statistics; National Bank: of
Egypt, Economic Bulletin; Egyptian Federation of Industries, l'Egypte
industrie11e (Cairo); Socil9t.e Misr pour 180 RayOnIle, Annual Report, 1950.

~I Six months.

£.1 Estimated.

c I Millions of square :metres.

2:.1 Tons.

~I Exports.

'%..1 Ounces.

s.1 Twa1ve months.

'!ll Millions of 1itres.
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were estimted at 2.77 ki1ogm.l'lll'J'Jes par capita in 1948, 2.90 in 1949 and

2.63 in 1950. These c0m.p3.re with 2.45 in 1937 and 2.36 in 1938. 12/

The rise in cotton prices, the increase in consumption and the expansion

of industrial output are reflected in greater financial activity (table 16).

The increase in the money supply is the combined consequence of a rise in

note and currency circulation, caused by higher incoI!l9s and greater business

activity, from f'E141 million in December 1947 to lE189 miilion in December

1950, and to JEl6lJ. million in August 1951, together with a decline in

Egyptian Government deposits from fE88 million in December 1947 to fE56

million in December 1950 and fE25 million in August 1951.13/ These wi thdra:wals

from govern:men't deposita were used i.n greater part to buy foodstuff's abroad

in an attempt to keep down the cost of living. :Between 1945 and the end of

1950, the GoveI"ml:ent spent lE157.3 million on the purchase of' local products

and lE89.2 million on the purchase of foreign goods. Resale of' foodstuffs at

lowr prices resulted in a loss of fE40 million to the GoveI'Ilm3nt over that

period .'!2!/
The 1949/50 budget accounts showd a deficit of lE5.3 million;' as in

previous years, exp9nditure on mil!tary and development projects was less

than two-thirds of' estimates.W In the 1950/51 budget estimtes, the

deficit was m 25 million, while for 1951/52 it 'WaS estinated at f'E18.6

million.!2./

The main development projects completed during the period under review

wre the Edf'ina 'bal"!"age and the Suez Canal by-piss. The first, finished in

1951 at a cost of m4 million, "Will save 600 million cubic metres of Nile

water each '1'ear.£/ T~ seven-mile by-pass, the la.rgest improvement since

12/ :National:Bank of' Egypt, Economic Bulletin, vol. IV, No.3, 1951.

W Ibid. August represents the seasonal low in money supply. In August
1950, the note and currency circulation was JE143 million and government
deposits were m42 million. .

14/ Commerce du 1J:lw.nt (Beirut), 17 January 1951-

!2./ United Nations, Statistical Yearbook, 1951; National Bank of Egypt,
Economic Bulletin. .

1:&./Al Abram (Cairo), 13 August 1951.
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Table 16. Eg;rp-t:· Selected Indicators of Financial Activity

1947 to 1951

(Millions of Egyptian pounds)

(June-August 1939 • 100)Date

Bank loans
MoDay and

supply !I discounts

Bank
clearings,

beginning of
year to end
of period

Index of
wholesale

prices

Index of
cost of
living

31 Deoember:
1947...... 411.7 61.3 386.5 311 280
1948 •••••• 401.5 75.1 467.4 324 282
1949 •••••• 424.6 97.6 474.5 322 282
1950···.· • 426.3 109·1 603.8 376 306

31 Ausust:
1950 •••••• 367.4 61.3 364.9 344 295
1951. ••••• 379.7 '64.0 476.0 383 319

Source: United Nations, Monthly Bulletin of Statistios; Na.tiona1 Bank
of Egypt, Economic Bulletin.

!I Currency in circulation and bank deposits.



the opening of too Suez canal in 1869, provides two-way passage and thus

speeds up canal traffic.ll! Egypt is also participating in the construction

of a reservoir at Owen Falls, on Lake Victoria.

Imn

Economic developments in Iran in 1951 were dominated by the repercussions

of the policy of petroleum. nationalization iIdtiated in March 1951

Implemntation of this policy was followed by a. stoppage of oil exports in

June 1951 and the shutdown of the oilfields and of the Abada.n :refinery in

August 1951. Oil revenues, except incom from local sales of petroleum

products, practically ceased; foreign exchange holdings dWindled; unemploy1llent

increased; developm:mt activities were curtailed.; imports were restricted.;

and public borroirlngs increased. On the other hand, the rise in agricultuml

and industrial production, the expansion in exports other than petroleum,

the economy nsasu:res which were adopted, and other steps taken by the

Government, prevented the full impact of the closure of the oil industry from

mld.ng i tself felt on the economy. By too end of 1951, Tran was in the

process of adjusting itself to an economy functioning without substantial oil

revenues as had been the case to a certain extent in too nineteen thirties,

when most of the government revenue derived from petroleum was used for the

purchase of armments.

In recent years petroleum production has const!tuted approximtely one

third of the total geographical product of Iran, and the oil industry through

direct payments to the Govern:ment, wages and other local expenditures

accounted for around one-tenth of the national income. Direct payments to

the Govermnent by the Anglo-Iranian Oil Company on account of royalties,

taxes and share of profits were 1,885 million rials in the Iranian year 1950/

51,l!lI as against 1,284 million rials the previous year, totals which were

about 20.5 per cent and 15 per cent, respe ctive1y, of the Government I s actual

TIl Middle East E'cononiist and Financial Service (Forest Hills, New York) ,
September 1951.

18/ The Iranian year begins on 21 March.



budget expenditures,12./ (including the development budget). These revenues,

according to the law of February 1949, were earmarkad for the Seven Year

Plan Organization, to carry out its development projects.

The role of petroleum. in the balance of paymmts of Iran 'WaS highly

important. The foreign exchange contribution of t:oo petroleum. 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 54 per cent in 1949/50 and 70 per

cent in 1948/49.

Arter the shutdown of the petroleum. industry in August 1951, and the

stop1J6.ge of oil revenues and foreign excha.nge receipts, the immediate najor

problems of Iran consisted of the adjustment of the balance of 1J6.yments, the

balancing of gover:n:mant revenues and expenditures and the provision of work

for unemployed petroleum workars. The petroleum industry had employed about

70,000 Iranians in early 1951, of 'Whom 57,000 were direct employees of the

Anglo-Iranian Oil Company, out of a total industrial labour force in the

country of al'Qund 300,000. The trend of unemployment in Iran, after reaching

a peak in the first half of 1950, was dowmward until August 1951, when the

Anglo-Iranian Oil Company ceased paying the _sa bill of its workers,

amounting to about 1,800 million rials a year. The Iranian National Oil

Company, f1m.nced by the Gove:rIlIJl$nt, became responsible for 1J6.ying the idle
20/employees and maetiDg the other expenses of the nationalized oil industry.-

Part of this expenditu.ra was :met by the local sale of marly one million tons

a year of petroleum. products; the rest was bbtained by drawing on foreign

12./ These figures do not include government receipts from customs duties
:Pfl.id by the co:mpa.ny on imports of consumption goods or the proceeds of
sales of foreign exchange certificates received from the com:Pfl.ny, as well
as other tams. These item:; amounted to around 820 million rials in 1949
and 930 million in 1950.

'EQ/ Early in November 1951, Iranian' technicians resumed operation of part of .
the Aba.dan refinery, as well a,.s extraction of crude from Agha Jar:!. field,
to fill the storage space prOVided by gradual withdrs;wal of oil products
for domestic consumption. Operations in the emil oilf'ields and refinery
in Kermnshah have continued.
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Ta.ble 17. Iran: Exports aDd Imports of "the Anglo-Iranian Oil Compa~

and Foreign Exchange Con"tribu"tion "to the Iranian Economy

1949/50 "to 1951/52

(Millions of rials)

Exports of To"ta1 impor"ts Foreign exchange

Yeaz!./
];Jetro1eum ( capi"tal goods con"tribu"t10n "to
produc"ts and consump"tion the I,eco-

goods) no b

1949/50 ••••••••••• 15,309 1,OOrfi,./ 3,524

1950/51••••••••••• 22,1811- 914 3,680

1951/52 ••••••••••• 9,381 247 ..

Source: Bank .Melli Iran, balance shee"ts of 20 March 1950 and
20 March 1951; :Bank Melli Bul1e"tin, No. 111; Minis"try of Finance,
Monthly Bulle"tin of Foreign Trade S"ta"tis"tics of Iran.

!/ Begimling 21 March.

b/ Direc"t ply:ments "to 'the Government and purchase of Iranian currency
for local expenditure.

£/ Adjusted.



exchange reserves co..vering tba note issue. A few thousand oil workers were

transferred to tba constru.crtion of dams in IDluzistan. Province, others turned

to building activities in Abadan and the oi1fields, and some contizmed tba

pl-rtial operation of the industry for local needs; however, the greater pl-rt

of the number rem1ned non-productive.

The ballmce of pl-y:ments position of Iran _13 favourable in the Iranian

year 1950/51 (table 18), but the stoppage of foreign exchange receipts from

oil operations in 1951 resulted in a large deficit, which was filled mainly

by dra'W'ing on foreign exchange holdings. The min expenditure item, imports,

had been running high since 1949, because of the poor 1949 crops and also

because of increased. imports of capital goods aDd consumer goods, especially

textiles, in the follo'W'ing years. Imports totalled 6,742 million rials in
"

the year 1949/50 (table 19), 6,246 million rials in 1950/51 and a.bout 3,788

million rials in the following six months. Exports meantim rose rapidly,

largely owing to the resumption of trade with 'Western Germany and a barter

trade agree:l'J'li9nt vith the Union of Soviet Socialist Republics, as well as

increasing prices of export i tams in 1950 and 1951. As a result, exports

increased from 1,712 million rials in 1949/50 to 3,495 million in 1950/51

and to about 1,950 million in the period March to September 1951.

Up to the end of 1951, howver, tba increase in exports vas far from

closing the gap between i:lIlJ:lOrts and exports, although prospects were

for furtbar improvement. In the crop year 1951/52, Iranian production of

sugar, om of the leading import i tams, was estimtad at 67,000 metric tons,

as against about 30,000 in 1949/50. Crops vera gemrally favourable, and

there were no shortages req:uiring added imports. Output of domestic factories

such as textUe and glass factories, and of several other industries, had

also considerably increased. The supply- of several export i tams .. for,
example, cotton, dried fru!ts, rice and wool .. had also sharply risen. Cotton

output in the crop year 1950/51 'WaS estimted at nearly 50,000 tons, that is,

about two-thirds above the 1949/50 level. At 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 JIEl.yments in the second half

of 1951, the Iranian Government was authorized to draw up to :£14 million on

the foreign exchange backing of notes issued, of which :£12 million had been



Table 18. Iran: Balance of Pa.yments

Fiscal Years 1948/49 to 1950/51

Item 1948/49 1950/51

Receipts 1?l:
GoverD1ll9nt (royalties; taxes; share of

profits :from Anglo-Irenian Oil ComISn;r). 1,174 1,284 1,885

Authorized banks:
Sales of foreign exchange by Anglo

Iranian Oil Company for its
local expenditures ••••••.•••••.•••••• 2,068 2,240 1,795

Exports, including sales of bank
)1elli's silver.. II" .. '" '" it '0 II "

Miscellaneous ••••••• 0 ••••••••• 01130 •• 8

Total receipts

1,745

117

5,104 5,530

1,971

138

5,789

Disbursements for:
Imports" • \III ill •••• ,. II ,. II 0 .. " II II .

Other 1tem e ., ••• 1$ \III -$ • 0- • fA •• $t •• at 1& til •

Total disbursenents

Increase (+ ) or decrease (-) in
foreign exchaI:lge holdings .•••••. +462

6,141

382

6,523

-993

4,703

973

5,676

U13

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

!/ Including receipt of the equivalent of 742 million rials by the
Gove:rnm:mt from the Un!ted Kingdom on aceount of using the Trans
Iranian Railways.

"E./ Adjusted.



Table 19. Iran: Foreign Traiie,!l 1949/50 to 1951/52

(Millions of rials)

Period!!./ Imports Exports :Balance

1949/50:
First half•••••••••••• 3,035 809 -2,226
Seoond half••••••••••• 3,101 903 -2,804

1950/51:
First half•••••••••••• 2,161 815 -1,886
Second half~ •••••••••• 3,485 2,620 -865

1951/52:
First half•••••••••••• 3,188 1,950 -1,838

Source: Ministry of Fimnee, Monthly Bulletin of Foreign Trade
Statistics of Iran.

!/ Exclu~1Dg imports and exports by concessionmires and the petroleum
•comp:I.DY·

bl Year begimdng 2l March.



used by the end of 1951. Despite this, in December 1951 Iran still

owned about $58 mllion or foreign exchange am $138- million of gold,

in the note cover, as against $102 million and $139 million, respectively,

in December 1950. Decreasing foreign exchange holdirige and the wi thdra;wal

by the Un1ted Kingdom of Iranhll privilege of converting :1ts sterling

holdings into dollars prompted the Iranian Government to buy $8,750,000

from the International Moneta.ry Fund in November 1951.'?}} In addition, in

the last wo months of 1951 several :measures 'Were taken by .the Governm.ent

to restrict imports and to cut foreign exchange spem,ing abroad tn order

to adjust the unfavourable. balance of. payments.

Owing :mainly to 1:ncreased expenditure 1mder the seven-year plan, the

Govarmn.entts fina.ncial condition 'WaS already unfavourable when the shutdown

of the oil industry cut its direct receipts from. the petroleum industry

(table 17). The government budget, i:ncluding both revenue from petroleum

and e::z;penditure Utlder the seven-year plan, showed a deficit of about 1,000

million rials in the yea:r ending 20 March 1950, and 1,200 million rials in the

following year.m
In order to :meet the increased deficits in the second half of 1951

resulting from the stoppage of oil revenues and the provision of funds for

the wages of 'Workers of the oil indUStry, the Governtll.ent was authorized by

Parliament to utilize the greater part of the proceeds of the sale of

fJ.4 million in foreign exchange- and to issue 2,000 million rials of

government bonds. By the end of 1951, about :t12 million had already been

used; in December 500 million rials of government bands 'Were floated. In

the meantime, as a result of econam;y measures taken by the Government,

particularly the curtailment of funds available for seven-year plan projects,

So balanced budget was submitted to Parliament •

The Seven Year Plan Organization absorbed. 2,234 million rials

($70 million) of oil revenues during the period bet'Ween July 194-9, the

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

United. States Departn:Lent of Commerce, B\lSlness Information Service,
World Trade Series, Iran: Annual Economic Review for 1950 (Washington, D.C.)



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 Melli Iran. The sXJ;lsnditures of the organization

during this period amounted .to 2,452 million rials, 12 per cent of which

was spent on agriculture and irrisation, 16.5 per cent on transport, 14.8

per cent on industry, 25 per cent on loans to and reha.biUtation of

goverIl.i1l.ent-ow,p.ed industrial and mining establishments, am the rest on

administrative and other expenditures. In add! tion, work is progressing

on the installation of a drinking water system for Tehran; by the end of

1951, about 400 million rials had been spent on this project.W
The budget of the Seven Year Plan Organization, covering the period

be"tween December 1950 and March 1953, had anticipated.'a revenue of 5,690

million rials 1 54.:2 per cent of which was to come from oil revenues. The

interruption of the latter in April 1951. seriously curtailed deve1.opment

activi ties in Iran. In 1950, Iran 'Was granted a $25 million loon by the

Uni ted States E:K;port-Import Bank, but no part of this had been made

available to December 1951.

Iraq

During the past two years, there has been a great improvement i:p. the

econam:1c situation of Iraq; this was due both to the developments in t.J1e

petroleum industry, which bave been described in the preceding chapter, am.
to bet,tar agricultural coniitiona.

Following the very poor seasons of 1947 and 1948, when wheat production

barely covered domestic requirem9nts, 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 acreage. Mechanization of

agriculture bas made progress; in 1951, there ware in operation 320 combines

and 750 tractors .24/ .Many irrigation PUDlPs have also been installed, the

?JJ Bank Melli Bulletin (Tehran), July 1951; and Keyhan (Tehran), 26 February 1,952.

24/ International Bank for Reconstruction and Development, The Economic
Development of Iraq (Washington, D.O., 1.952), page 19.
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Table 20. Iraq: Production of Principal Crops, 1946 to 1950

(Thousands of metric tons)

Year Wheat Barley Rice fJ:.I Dates Cotton E.I

1946 370 895 356 295 1.0

1947 235 500 193 301 0.6

1948 301 570 350 170 0.5

1949 450 750 212 255 1.9

1950 520 900 406 12.5
£! 650 900 270 19.01951 •.•

Source: United Nations Relief and Works Agency for Palestine
Refugees, Quarterly Bulletin of Economic Development, 1952; Food
and Agriculture Organization regional meeting, Bloudane, Syria;
International Monetary Fund, International Financial News Survey,
4 August 1950; Mrddle East EcononUst, June 1951.

al Unhusked.

"E.I . Ginned.

Sal Estimated.



nmn.ber rising from. 2,757 in 1945 to 3,748 in 1951.?!2.1 Information relating

to 1951 shows that an appreciable expa.nsion in cultivated area has been

offset by a decline in yields. The expansion in acreage was particularly

marked for cotton; acreage d.evoted to this crop increased more than tenfold

between 1948 and 1951. Imustry continued to playa very minor part in the

COu.ntryf S economy, its gross output being estimated at only 3 million dinars,

but some develo:P!D.ent has recently taken place, stimu1.ated by improved

agricultural cond!tiona and by government assistance. The cement and

brewing iDd.uatries 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 an.gar 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

government-owned indu.strial bank' is to be raised frcm 550,000 dinars to
26 1

1,000,000 dinarS; in 1950 it advanced loans of 200,000 dinars.=.::J

As table 21 shows, Iraq experienced balance of payment difficulties

in 1947 and. 1948. In the former year imports vere twice as high as exports,

and in 1948 they vere more than three and a half times as high. Moreover,

the closing of the pipeline to Haifa, following the outbreak of the Arab

Israeli w.r, reduced production of petrolemn., as 'Well as the royalties paid

by the petroleum companies, but this ws partly compensated by increased

capital investment in Iraq by these companies. The defici t on current

account ws 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 c1.UTent account was greatly redu.ced. In 1950 there

was a marked improvement. Elcports almost dOUbled in va.lue owing to a large

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

?:§j International Monetary Fund, International Financial News Survey,
3 Oc tober 1951.
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Table 21. Iraq: Principt1 Items in Balance of Payments 1 1946 to 1950

(Millions of dinars)

Item. 1946 1947 .1948 1949 1950

Merchandise exports (:r.o.b.) •••• 15.2 17.3 10.3 14.8 26.0

Merchamise imports (c.Lt.) •••• 25·2 35.0 36.9 30.0 29.9

'l'mde baJ..anee • " .......... ., 11 • -10.1 -17.7 -26.5 -16.1 - 3.9

Non-monetary gold ............ :e ... lilt - 1.6 - 0.4

Transportation &Dd otMr
services ...................... .. ,. .. 4.5 0.6 1.8 2.9 3.2

Remttances 8Jld capital
movemnts .....•..••.......... 0.1 0.1 0.2 0.7

Official non-compensatory
'tra:IJsactions •.....••......... ... 0.3 ... 0.8 2.1 3.8

Foreign exclla;nge provided by
petroleum oompan1es !/ ....... 4.1 7.7 11.1 7.6 9.1

Errors and o:m1ss ions ••••••• e ., •• 0.3 2.2 1.2 4.2 - 3.4

Surplus or deficit on
current account .. .... ..... .. ... 3.0 - 8.4 -10.2 ... 1.2 9.5

Source: Intermtional Monetary Fund, International Financial Statisties,
February 1952.

!o/ Including royalties and other local expenditures by the companies.
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increase in the quantity of grain and of dates and a sharp rise in the

prices 01' cotton and wool, while imports were restricted by the

establishment, in March 1950, of foreign exchangecontr01, the fixing of

import quotas and. the raising of customs duties on lwrury gOOdJ:3.?J.I At the

same time, production of petroleum increased by 50 per cent, and royalties

rose more than correspondingly. The year therefore closed w1'th a surplus

on current account, the first since the end of the Second World War. It is

likely that this improvement was maintained in 1951, since the large

increase in petroleum. royalties probably offset the import surplUS.

Iraq t s sterling balances, which amounted to f,70 mi1lio,n in June 1945g&

and. r.60 million in July 1947,W were reduced to about r.45 million by the
. -::l0/

end of 1949. At the end. of October 1951, they stood at r.49 .. 6 million •.:2::2

In 1950, Iraq contracted two foreign loans: f,3 million from the United

Kingdom., for railway development, and. $12.8 million from the International

:Bank for Reoonstruction and Development, for flood control projects.

The deflcit in current accounts exerted a deflationary pressure on the

economy in 1949.. Construction and other forms of investment slowed down.

The 61tuation was aggravated. by the dislocation caused. by the exoduS to

Israel of Iraqi Jews, who had played an important part in the commercial

life of the country and. owned :many of the smaller banks. In an effort to

balance the bUdget, the Government curta'ned expend.iture on pUblic worke

and succeeded in reducing the deficit for 1949/50 to a small amount.:llJ

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 in 1950 and 1951, wile the rise in revenues

United Nations Relief and Works Agency for Palestine Refugees, OPe ctt.

The Economist (London), 21 August 1948 ..

British Information Services, Britain and Midd.le East Development,
November 1951.

United :Nations Relief and Works Agerwy for Palestine Refugees, OPe 01.1..

Unt ted States Department of Commerce, Foreign Co~£.e~J(e~~~z.

(Washington, D..C.. ), 1 May 1950.
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from petroleum, and the If')8JlS contracted by the Government, exerted an.

tnflattonary preSsure. ~J1e index of wholesale prices, which had fallen to

75 in Septem.ber 1949 (1948 :::: 100) rose to 82 in May 1950, 90 in

Decem.ber 1950 and 101 in Decem.ber 1951.;g!

In 1950, a start 'WaS made on a large-acale economic development plan.

By the terms of a law passed in April 1950, all oil revenues accruing to the

Government wtll be handed over to the Iraq Development Board and spent on

development projects. Under the plan which this board has been carrying

out, a total of ID 57.8 million has been allooated, as follows: irrigation"

ID 29 ..5 million; wells and drainage, In 5.8 million; bUilding, ID 11 .. 6

million; roads, ID 9.9 m:1l11on; administration, ID 1 million.. In may 1951,

the total authoriZed was raised to ID 65.7 mUllon to cover add! tional road

and bridge building and other proJectB.~
The principal development projects being carried out at present are at

Wadi Tharthar and Rabbaniya. 'Ihe Wadi Thartbar project will provide flood

control and permit year-round navigation between :Baghdad and Ilasra; t twill

alao provide irrigation 'Water and offers pOBstbili ties of generating

hydro-electricity::2±I Work on the IIabban1ya. scheme is far advanced, and it

is hoped to utilize part of the works in 1952, to irrigate 160,000 hectaree.

Operations have begun on the Dokhan dam, on the Leaaer 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

way.. Other projects inclUde pUblic buildings, mechanization of agriculture

and small~scale electrification. The increase in revenues from. petroleum

has removed the financi.al obstacles holding up development in Iraq, but

difficulties have been caused by the shortages of technicians, skilled and

semi-skilled labour and materials.

Jgj United Nations, MonthJly Bulletin of Statistics.

W United Nations Reltef and. Works Agency for Palestine Refugees,
Quarterly Bulletin of Economic DevelOpment, No.1, October 1951.

?ill Brad Fisk, liTtle Wadi Tharthar Flood Control Project", in Mid.d.1e F.ast
Journal, summer, 1951.
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Another important step was the passing, in June 1951, of a law

empowering the Government to Set up, on all government-owed land,

co-operative fanue such as the one successfully tried out at Dujaila. So

'far, about hal:f' the non-desert area o'f Iraq has been surveyed, and o'f this

64 per cent is govermnent -owned•.J2/ Land has been allotted to 1BJ:1dless

peasants 1n two areas in the north of Iraq, and preparations for settlement

are proceeding in two loca11 ties in the !lollthen part o'f'the country. It 1s

estimated that 2,500 families will benefit from these projects in the course

of' 1952.

The chie:f' characteristics of the Israeli economy during the period

under review have been large-scale inmigration; a great inflow of 'foreign.

funds; a high level or investment; increased output; a heavy import surplus;

and powerfUl inflationary pressures. All of these are closely

tnter-cOImected.

The population bas grown rapidly and continuously, f'rom 867,000 at the

end of 1948 and 1,164,000 at the eDd of' 1949 to 1,370,000 and 1,560,000 at

the end of 1950 and 1951, respectively. Imm1gJ:'8.ticm. bas acoounted for most

of' this lncrease: 111,000 persons bet~en 15 *,. and 31 Dece.ber 1948;

239,000 in 1949; 170,000 in 1950; 174,000 in 1951.

OUtput bas increased c~iderably, but at a rate less than the

percentage of' population increase. In September ·1951, the M1.n1ster or
Fi.Dance estimated that industrial and agricUltural production bad increased

by 80 per cent since the establishlDent of the State, while the popUlation

bad :more than doub1ea..'j§j

The nat10mtl income we estimAted at Jrr330 mil1ioo,J1/ against

J:i/ Un1 ted Nations Relief and Works Agei:i.IJY for :Palestine RefUgees.

'J§j Israel Information Offioe, I~el Digest Cl'ew York), 28 September 1951.

J1/ Jewish Agency for Palestine, Israel Economic Horizons (Nev York),
September 1951.



];I250 m.illion in 1949. _Table 22 shows the number of ga1.nf'ully employed

people in 1950 and the contribution mde to the ns.t1oneJ. income by the

different sectors. Both the figUres for eDlJ?lo~nt a.nd. those for ns.tio:naJ.

income are somewhat above the level anticipated in the four-year development

plan, 'Which envisaged a national income of ~I490 millioa and a ga,1nf'ully

employed population of 666,000 (out of a total populatiou of 1,800,000) by

1953.~
The increase in agricUltural output b.aB 'been achieved partly by

br1:ng1ng back into cultivation far:ms ow.ed by Arabs wo had left the country

during the krab-Israe1t conflict 1 farms wich had been left untilled after

the hostilities of 1948 end 1949; partly by putting new 'laud under

cUlt1:mtion; and partly by increas~ production on existing JeWish and

.Arab fams. The area under rain-fed crops increased from 135,000 hectares

in 1948/49 to 213,000 in 1949/50, while the irrigated area increased from

29,000 hectares to 35,000 hectares.~ The value of agricultural output on

JeWish farms rose from. ~27 mllion in 1947/48 to ~43.7 million. in

1949/50.J.!!Y In 1950/51 with a cUlt:hated area of about 350,000 hectares

(including 50,000 hectares ot land lying fallow in the Negeb), a drought

caused much damage, especially to cereals and dec iduous fru1t, bringing

production down considerably below the level of the previous year, desp1te

the increase in acreage.

The 1950/51 citrus crop amounted to 8,153,000 boxes,Jg! against

6,270,000 in 1949/50.'J&J The current crop is est1.Dated at about 9 million

boxes. It is estimated that the area in PalestiD.e devoted to citrus fruit

declined from. 30,000 hectares, when production reached a peak: of 18 million

cases in 1938/39, to 27,000 hectares at the end of the Second World War.

A.L. Gruenbaum, Four Year Develoent Plan of Israel (B'ak:1178., 1950).

State of Israel, -Gove:rnment Yearbook, 1951/52.

Israel and the Middle J!a,st!l Special Issue (Tel Aviv), 1951.

United States Department of Commerce, Forpiosq. Commerce Weeklz
(WaShington, D..c.. )1 6 AUgust 1951.

EeL. Gaton, op. ctt ..
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Table 22. Israel: Emplo;yment and Income, 1950

Branch of' Industry Number Per cent Income Approximate
or service employed of total (millions percentage

employed of' Israeli of' total
pounds) income

AgricuJ.ture .. Iil e •• 19 • It •••• ., 97,000 2l.'0 32.1 9.5
Manufacturing•••.•.•••••. 107,000 23.3 82.2 24.3

Building and construction 27,000 5.9 40.0 u.8

COIIDllerc e •• III ...... II ••• ••••• 63,000 13.7 49.9 14.8

Transport and
communications •••••••••• 23,000 5.0 20.9 6.2

Fina.nce. fI • • .... .. • \II • • • • • • • • • ll,OOO 2.4 9.5 2.8

Other services ••••••••••• 132,000 28.7 103.6 30.7

Total 460,000 100.0 337.6 100.0

~purce: E.L. Gaton, The Israeli Econl1 in 1950,. Special Study No.1
(Central Statistical Office, Jerusalem) . in Hebrew).



Further d.estroction during the Arab-Israeli 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

establishment of the State; this .hs.e been achieved by expanding the

cultivated ares. from. 7,000 hectares in 1948/49 to 13,000 hectares in 1949/50

and 17,500 in 1950/51. 'lhe fish catch has also considerably 1ncreased,

being estimated at 18,000 tons in 1951, against 7,000 in 1950.J[JJ This

tonnage covers a little more than half' the country's consumption.. Israel is

still dependent on imports tor 85 per cent of its bread cereals, oils and
. . ~tats, and 55 per cent of its combined poUltry a.nd meat consumption.. It

is estimated that since the establishment of the State em.ployment in

agriculture has increased by. about 60,000. Mechanical equipment used in

farming increased between 1948 and the end of 1950 as follows: tractors,

from. 547 to 3,500; combines, from 232 to 943; ploughs and cultivators, from.
41::.1 '

154 to 3,527; seeders, from 154 to 632; balers, from 143 to 551.~

Current development plana envisage an expanaion of cultivated area to

nearly 500,000 hectares by 1953. '!he ohief 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 15,000; forJj§j .
other orcha.rds, from 26,000 hectares to 33,000. The value of

agriCUltural output is to increase threefold, to almost tI100 m1llion.~
Industrial output ha.s approximately dOUbled in the past three Jears.

Gross output in 1950 was estimated at f.I195 million and net output at

ZI82.2 million, against tI40 million (net) in 1948.. The number of worlmrs

employed rose from 55,000 to 107,000, and industrial consumption of

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

American Financial and Development Corporation, 012. cit.

Israel Economic Horizons, June 1:951.

Jerosalem Post (Jerusalem), 4 August 1950.

MiddJ.e 1!Rs~ Economic Service (Forest Hills, New York:) August 1950 ..
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electricit7 increased from 84 million kilowatt-hours to 141 million..!!:&'
During the past three years, many factories have been re -equipped vith

up-to-date machinery and several new industries have started operation,

inclUding a motorcar assembly plant, a steel mill, a plant for making

electric refrigerators, a shoe factory, an electric bulb factory and a tire

and rubber plant.. However, industrial expansion bas been slowed reoently

by the shortage of 1m;ported raw:materials and, at the beg1nning of 1951, by

strikes s:nd lockouts ..fz2I 'l.'able 23 shows the increase in output in some

leading industries ..

Under the proposed four-year plan, the total capttal invested 1:0.

matw.facturing was to have increased from. 1:I54 m.1Uion in 1950 to

r.r88 million in 1953, employment in manufacturing was to have risen to

122,000, and gross olltput to have reached a value of 1:I294 m:tllion..2.Q/
Tb.e p1.aImed increase 'Was to have affected the :major industrial groups in

approxtmately 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 1951.. It is est:l.mated

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 aamet1me there is a scarcity of skilled labour of certain

descriptions which may sometimes hamper the increase in em;plo;ym.ent for

un.aldlled workers ,,112}j
In 1949, net investment amounted to ~70 m.1l1ion, or 28 per cent of the

national income; in 1950, it increased to :tIl14 million, or about one-third

of the national income. Tb.ese sums were distributed as indicated in

table 24. A large part of this investment haa been made by the Government,

Israel and the HidiUe East, special iasue, 1951.

Central Bureau of Statistics, Statistical Bulletin of Israel,
vol. II, Nos. 3 and 4 (Jeruaalem) •

Israel Economic Horizons, August 1950"

M. Kaleck1, Report on Main Current Eccmam1c Problems of' Israel
(Tel Aviv, 1951), page 6.
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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

Electricity!/ (millions of
37QE.1kilowatt-hours) •••••••••. 304 261 329 464

Cement (thousands of metric
36#./tons) ............... .•.•..• 328 160 241 380

Soap (metric tons) .......... 5,800£1 2 60~/ 5,400 9,200,
Cigarettes (metric tons) .•• 1,063 511~ 1,031 1,516 617'!../

Matches (bo:ms, thousands
13~/ 96'!-./of gross) •••••••••••••••• 231 182 292

Beer (thousands of 11tres) • 17,972 3,67~.1 8,936 12,288 3,944'!../

Wine (thousands of 11tres). 7,511 2 441!/ 6,501 3,078 4,095~j,

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

!/ Sales.

"'2..! January to August.

E..! January to October.

!/ Jl.Ule to December.

'!../ January to April.
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Table 24. Israel: Net Investment, 1949 and 1950

(Millions of Israeli pounds)

Item. 1949 1950

Residential construction (e:xcluding housing
in agricultural settlements) ••••••••••• 31.0 55·0

Agriculture (including housing in agricul-
tural settlements) ••••••••••••••••••••• 18.5 28 .0

Ind.ust17"........ • '" •••••••••..••••••••••••••. 11.5 15·0

Transportation, pUblic 'Works and services •• 9.0 16.0

Total 70.0 114.0

Source: .American Financial and Development Corporation for Israel,
state of Israel, Independence Issue.
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drawing on both foreign and domestic sou.rces. In add!tten to a balanced

ordinary bu.dget and a secret def'ence bu.dget, there is a development budget,

expended as shown. in table 25.

The inflationary pressu~ generated by the high level of investment,

the military expendi tu.re and the cost of maintenance for new immigrants bas

been to a large extent offset by the considerable import surplus, financed

by foreign gif'ts or loans. In both 1949 and 1950, priw.te capital imports

covered less than half the deficit on current account (table 26); the

balance was :made up from- National Funds, releases fram. sterling balances and

drawings on the Export-Import :Bank loans. At the end of 1951, the Israeli..

pound deprec iated, on the free market, to a low of 49 cents in Geneva, as

agatnst an official ~te of $2.80.

Israel's exports during the first half of 1950, at ID:7,900,000, covered

15.2 per cent of 1.tsimporta, which totalled ZI52, 540,000. During the

second half, exports registered a 'seasonal decline, amounting to only

ZI4, 640,000 or 9.2 per cent of imports, 'Which were EI50, 060,000. Measures

were taken to reduce imports. During the first half of 1951, however, they

amounted to EI52,500,000, but exports increased to ZI10,TIO,OOO, covering

20.5 per cent of imports.

Numerous commercial agreements have been concluded, designed to further

Israel t s exports, in return for its large imports. During 1949, the

Government concluded agreements with Finland, Hungary, the Netherlands,

Poland, Uruguay and Yugoslavia, providing for imports aggregating

$33,916,000 and. exports totalling $8,999,000 the balance to be paid in. hard

currency and capt tal t.ransfers. In 1950, agreements with Argentina,

Czechoslovakia, Finland, Hungary and the Netherlands provided for imports

worth $33,560,000 and exports worth $12,060,000;~an agreement was also

concluded with Turkey for the exchange of up to $840,000 of goods.5JJ
Analysis of imports during the first half of 1951 showed that 30 :per cent

consisted of consumer goods, an increase in w.lue of 15 per cent over the

~ Israel Economic Hor'tzona, November 1950.

2j} Turkish Information Office, News from Turkey, 7 September 1950.
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Table 25. Israel: Development BUdget, 1949/50 to 1951/52

(Millions of Israeli pounds)

Item
1949/50

(closed accoun~)

1950/51
(estimtes)

1951/52
(estimates)

:Revenue:

Gove~nt land bonds. 0 •••••••••• 16.7 35.0 10.0
Int.e:rna.l loar.ns ..•. .,., . .,. e • •••••• IliI • 10.0 10.0
Pay:mants on account, Export..

Import Bank loans ••••••.•••••• 3.5
Export-Import Bank loans .•••••.•• 18.1 16.5 12.3
Bond issue in the United States .• 30.0
United States grant-in-aid ••••••• 18.0
other I'e'Venues .................... e 1.1 4.7

Total revenue 35·9 65.0 85.0

Expend i ture :

Rous ing and 'Public buildings ..••. 9·7 24.8 19.4
Public vorla; ................... ... 3.3 3·0 6.5
Loans to local authorities ••.•••• 3.5 6.5 5·5
Agriculture ...... e •••••••••••• III •• 9·9 11.3 24.5
IndustJ?y" .......................... 0.4 8.7 17.1
Communications ••••••••.•••••••••• 7·7 6.0 6.8
Tourism................. ,. •.... "....

~ 0·7 f
1.3 1.3

Miscellaneous ••••••••••••.••.••.. 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 December 1951.



'fable 26. Israel: Current Accounts and Capital Movements, 1949 and 1950

(Millions of Israeli pounds)

Current accounts Credit
1949

Debit Net credit
or debit (-)

Credit
1950
Debit Net credit

or debit (-)

Gove~nt •••• III" Ill •••• " .. III 4) ••••• It

Revenue from investments .•••••••••••••••••••

Goods (imports c.1.f. and exports f.o.b .) ••••
Tmvel ab"I"Oad III ••••• III •••••• lit •••• $ ••••••• 0 • III ••

Transport ) III III III III • III • It •• ill • • III IB ... 0 •• 19 ••• 1& • e III ... III Co III •

Insurance

-89.4
0.2
1.0

-0.5
-3.5
..0.4

-94.6

102.6
1.0

1.9

0·5
4.5
2.9

113.4

1.0
2.5

18.8

"77.1
1.3
0.9

..0·3

..0·7

..1.8

"77·7

87.7
0.8

0.3

0.3
2.2
1.8

93.1

10.6
2.1
1.2

'fotal, goods and services

(l III • III III III III •• III ••Mis ce lJ.aneous

Gifts and :P8.yments:
Pr1va~ ••••••• e •••• e ••••••••• e ••••••••••••

Inst1tutlons .o ••• Ill It" >Ill III III •

Imports without payments ••••••••••••••••••••

'fotal, current accounts

5·2
24.5

22.4
67.5

1.0 4.2
24.5

22.4
-26.6

20.2
62.9

1.5

20.2
-52.0

Capital 1f1OveB'fi3nts~./ Assets Liabil1- Net
tie s assets

Assets Liabili.. Net
ties a.ssets

Long..term a.nd short..term credit:
Credi t from Exportl""Import :Bank••••••••••••
Cbanges in foreign currency ba.la.nces,

commercial credits and ot:ber capital
movemnts III.". III • III • III ••• III • III ••••••••• III ••••• -20.0

6.6 ..6.6

-20.0 -35.8

16.2 ..16.2

"35.8

Total capital and gold mov~nl~nt

for currency purposes •••••••• ..20.0 6.6 ..26.6 "35.8 16.2 "52.0

Source: Statistical :Bulletin of Israel, vol. II, Nos. 3 and 4.

!./ Movement of capital and gold for private currency purposes, excludiX'lg banking.

'E./ Net changes, increase or decrease ( ..).
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first half of 1950; 32 par cent consisted of producers' goods, that is,

industrial and agricultural raw materials, an increasa of 4 per cent;

28 per cent consisted of capital goods, a decrease of 26 per cent; and 10

per cent ws for fuel, an increase of 78 per cent.2!±/

The attempt to reduce the deficit in the balance of payments has,

however:J increased the inflationary pressures. VarioUS measures have been

taken by the Government to keep down prices, lnc1udi:ng more comprehensive

and higher taxes on individual and corporate incomes, taxes on lu.xury goods,

credit restrictions, rationing of geods and food subsidies" These measures,

however, have had only a limited effect; the coat of living indeX, which

includes subsidized items, had been stable during the first half of 1950,

but rose from. 94 in July 1950 (1948 :: 100) and 96 in December 1950 to

114 in December 1951. A black :market has also developed in goods rationed

by the Gover:n:m.ent.

The difficulty experienced in reducing the import surplus, as well as

the need for further capt tal for investment, led to the iSSUing in

March 1951 of $500 mill10n in bonds, floated in the United States. By the

end of that year, a total of $102 million had been subscribed.

Lepanon and SITia

The outstandtng events of the period under review tn 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 not loosen the economic ties

binding Lebanon and Syria. 'lhe customs union between them continued in

force. Notes issued by the "Banque de Syrie €It du Liban" circulated freely,

at par, in both countrIes, a.nd.therailways and other monopolies in the two

countries operated under the supervision of a Joint board. In the post-war

period, however, strains began to be felt, especially in regard to the

'2!3:J State ot Israel, Ministry of Finance,' Foreigp. Trade of Israel dur;t,Eg
January - June 1951.
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allocation of customs revenues between the two countries. The conclusion of

a finan.o1.al agreement between Lebanon and France in 1948, and the failure of

Syria to conclude one untn the following year, put the Lebanese pound at a

premium over the Syrian pound. More important was the lncompatibility of

the desire of the Syrian Government to protect its agriculture and its

nascent industries and that of the Lebanese Government to redUce

restrictions o.n trade and movement of capttal and to lower the cost of

living, and the consequent divergence in the fiscal policies of the two.

The breakup oftne customs union, on 14 March 1950, was followed by

considerable dislocation of trade a.nd production. After prolonged

negotiation, a temporary commercial agreement was signed in December 1950,

removing prohibitiona on the importation from either country of agricultural

and domestic industrial goods, that ls, goods containing local raw materials

to the extent of 50 per cent of their value. Such goods are, however,

subject to the usual custom duties and, in Syria, require import licences.

So far, Syrian licences have been granted mainly for Lebanese citrus fruit.

As regard.s foreign goods, the Syrian Government is attempting to i:m;port

them directly and not through the intermediary of Lebanon.

Lebanon

The immediate effect of the breakup of the customs union 'With Syria

was dlsruptive • This, however, has to some extent been overcome by the

increased voltune of international trad.e and flnan~ial transactions, the

very high level of construction and the increase in exports of fruit and

other commodities.

It 1s estimated that, before the breakup of the customs lJ.nion, some

60 per cent of Lebanon's iniustr1al produc tion was marketed. in Syria .25./
The bulk: of Syria's foreign trade passed throlJ.gh the port of Beirut and was

handled by Lebanese merchants. In addition, Leban:>n relied heavily for

income on tourist traffic from Syria. "'hen, therefore, af'ter the

Unt ted States Depa.rtment of Commerce, Foreign Commerce Weekly,
(Washington, D.C• ), 4 September 1950.



dissolution of the unton, the Syrian Government took steps to divert the

countryf s foreign trade from. Beirut to Latakia and to redllce the amou,nt of

Syrian tourist travel in Lebanon, as well as to protect its domestic market

agatnst Lebanese int'lustries - already SUffering from. foreign com.petition 

serious repercussions were felt in Lebanon. Certain industries, such as

those producing cotton yarn, beer and ~tches, which were largely depent'lent

on the Syrian market, had to curtail prodllction.. Concurrently, the

tel."l11tnation or reduction of construction work by the petroleum companies and

the pressure of Palestine .~b refugees on the labour ~rket increased

unemplo;yment.

Du.ring the second half of 1950, however, conditions began to iJ:!q>rove.

Commerce with Syria was resumed, iJIQ?orts during the las t three quarters of

1950 a..mounttng to r;L41.6 mt11ton and exports to f.L20.l 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 n31.8 million, out of a

total of n156.1 million, and exports to N.14 million out of a total of

r;L59.7 million. Private investment remained at a high level, especially in

construction (table 27), which accounts for a large percentage of total

investment and in the building or extens10n 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 the Government, inclUding a small

subsidy, the tourtat trada'in 1950 was much more substantial than in 1949,

the number of' visitors rieing from. 8,ooo'2E/ to 17,000, wtth a total estimated

expenditure of l:.L27 m.111ion.W Further improvement was evident in 1951,,
when 24,000 tourists vtsitedthe country, spending ~60 million.

Commercial activity also continued at a high 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

2§j International Monetary Fund, International Financial New Survey,
23 December 1949.

21J Ibid., 8 December 1950.
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Table 27. Lebanon: Building Licences Issued in Beirut, 1945 to 1951

Item

:Number of licences......... 390

Total SJ)fJ.ce~/ (thousands of
square matres) ••••••••••• 107.2

591 572 780 780 655

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

a/ Space requested in applications for· par.mits; space actually built is
estimted at om ..thi:rd more than that applied for.



Beirut increased (table 28), facilitated, in 1950, by the extension of the

free zone in that port. On the Lebanese railways, merohandise traffic

increased by over 25 per cent in 1950 and by about 25 per cent in 1951.

The opening of the airport at Khalde, near Beirut, has considerably

increased Lebanon' a traml! t traffic. The number of passengers using the new

airport rose from 11,000 during the second half of 1'950 to 41,000 during the

first three q1iartersof 1951 ..

With a view to augmenting the volume of commercial an.d fi:Da.ncia1

transactions, exchange restrictions were greatly relaxed. In November 1950,

non-residents 'Were permitted to open accounts in any Lebanese bank and to

u.se these accounts for any purpose within the country or abroad. .At the

same time, exports of gold were authorized, resulting, in increased trade.

Foreign excb.a.nge transactions in :Beirut increased appreciably and transit

trade in. 1951, exclUding petroleum, was about 20 per cent greater than in

1950.. The value of clearing -house transactioM rose from f:L262 million in

1948 to £[,276 m.illion in 1949, :tL364 m.illion in 1950 and £[,501 million

during the first eleven months of 1951.2?d

'rhe income earned from. these services, and other receipts, have

covered the greater part of the deficit in Lebanon's balance oftra~ ..

During the twelve months following the dissolution of the customs union vi th

Syria (1 April 1950 to 31 March 1951) imports amounted to m05 million and

exports to EL94 m.l1Hon.. The other principal credit items on current

account were: profits on transit trade, EL49 million; inte:nJational atdto

Palestine Arab refugees, £[,39 million; tourist expenditure, tL33 million;

remi ttancesby Lebanese emigrants (inclUding transfers of capital by

emigrants), tL50 million; exports of gold, N..30 million; expenditure by

foreign inatitu t ions, EL24 million; proft te on gold trade and foreign

exchange, r.L20 million. The main eiebtt t tems were: expenditures by

Lebanese tourists and students abroad, EL!4 million; and transfers of

investment income, UJ.2.5 million. The deficit in current accounts

United Ne.t1ons Relief and Works Agency for Palest:lne Refugees,
Quarterly Bulletin of Economic Develo~nt, (Beirut), February 1952.



-77-

Table 28. Lebanon: Shipping Activity in the Port of Beirut, 1945 to 1951

(Thousands of metric tons)
Ships entering Net registered Merchandise Merchamise

Period ".Beirut harbour tonnage entering exported

194-5 ..• ,. III Ill" .. III .. Ill" • .,. $o" 765 325 128 37

1946" .....'........... ". 1,160 1,030 300 87

194-7 ... III .......... III •••• 1,470 1,637 457 63

1948 ......•..•.....•• 1,744 1,902 773 119

194-9:
First balf••••••• 788 1,081 408 51

Second half •••••• 1,013 1,247 398 92

1950:
First half••••••• 919 1,245 371 93

Second half •••••• 1,190 1,316 461 126

1951:
First half.•••••• 996 1,388 465 122

Second half•••.•• 1,060 1,535 439 102

Source: United Nations, Monthly Bulletin of Statistics; Ministry of
National Economy, Bulletin Statistique Trimestrie1, 1951; I.e Co:mmarce
du Levant (Beirut), 13 February 1952.



amounted to m.44 million, of 'Which NJ.8 million were accounted for by

imports of gOld.221
Imports amounted to N..244.8 million during the laatthree quarters of

1950 and to EL231.5 mtllion§Q/ during the first three quarters of 1951,

while exports and re-exports were EL70.7 million and 80.6 million

respectively. The increase in exports is largely aocounted for by increased

exports of frul ts and vegetables, resulting from higher production and

subsidies granted by the· Government 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 1948/49.

Besides increased exports of citrus fruit, there bas been an increasing

trade in apples, bananas and vegetables. Grain crops in 1949/50 and in

1950/51 were fairly good; cotton acreage, which 'Was formerly negligible, is

now estimated at 6,000 hectares. Tobacco production also shows an increase

over previous years.

Work continued on the :mai.n i.rrigation projects, namely those of Aklmr

and Yammou.neh. The Kaamiye project ia now practically complete, and SODle

of ita canals are already in use. It is designed to irrigate 5,000 hectares

from. the 'Waters of the Litani River.

Prices, which had moved downward in 1949, were steady during the first

half of 1950, in part owing to the purchase of gold in the local market

by the Government, which increased local purchasing power, and in part

owing to the high level of construction. '!hey rose sharply following the

outbreak of 'War in Korea. By the second quarter of 1951, however, the

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

Budget speech of Minister of Finance of Lebanon, reported in
I.e Commerce du Levan~ (Beirut), 26 December 1951.

Ministry of National Economy, Bulletin Statistique Trimestriel
(Beirut), third quarter of 1951. The import values given in this
pUblication are calcUlated by converting fore ibn currencies at the
official rate of 2.21 Lebanese pounds to one United States dollar. The
valu.e of imports in the estimate of the balanoe of payments given above
'WaS calculated at the free market rate, which averaged EL3.47 to the
dollar in 1950 and faI,3.73 in 1951.



there ws a small increase due toa rise in food prices (table 29).

Helped by rising prices, in 1950 industrial production ws generally

greater than in previous post-WI' 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 a cotton- seed oil plant e 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.

In Syria, the adverse effects of t,he 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 Korea. Although the stimulus provided by some of these factors began

to weaken by the middle of 1951, the situation remained distinctly better

than it had been in 1949.

The area planted to cotton, which averaged 32,000 hectares in 1934-38,

declined during the war years to a low point of 13,000 hectares in 1942,

rising again to 25,000 hectares in 1949. Acreage ws 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-wI' average, and 13,000 tons in 1949,

!lroduction rose to 35,000 tons in 1950. In 1951, drought and destruction

caused by the boll weevil sharply reduced yields; the crop was estimated at
§]jabout 45,000 tons.

62/
Exports of cotton, however, in 1951 amounted to 23,000 metric tons,-

compared to 19,000 tons in 1950. The value of cotton exported in 1950 w s

ill Ministry of National Economy, Economic Bulletin (December 1951) and
United Nations Relief and 'Works Agency for Palestine Refugees, Quarterl;'r
Bullet in of Economic Develo;pment, Februar:r 1952.

§.gl La Commerce du Levant (Beirut), 16 January 1952.
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Table 29. Leba,non: Indices of Wholesale Prices
and. Cos t of L1dng

January 1949 to Dec ember 1951

Period
Wholesale prices ~ Cost b/

of living -
General Raw materials Finished goods All items Food

1949:
Janua.ry- l1li G l1li .. l1li 493 636

1950:
January ••••• 93 82 8~ 425 505
J'UIle l1li l1li /I •• l1li ... 93 89 87 411 478

1951:
January ••••• 126 154 142 463 563
l4a.:r'ch .... l1li It l1li l1li 136 167 161 468 578
June .• l1li ... /I ... 124 142 139 458 554
August ..•••• 121 130 127 450 536
October ••••. 124 129 126 465 585
December •••• 126 137 126 473 604

Source: United Nations, Monthly Bulletin of Statistics.

,y 1950::: 100.
p) For Beirut; June-Augllst 1939 I0Il 100.
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Table 30. Lebanon: Production in Leading Ix:dustries, 1946 to 1951

Industry- or product
1946 1947 1948 1949 1950 1951and unit

E1ec tricity (millions of
114 120 ~ki10watt-hours) r::J 61 73 86 101

Cement (thousabds of
metric tons) $ •••••••••• 158 168 209 254 263 303

Cotton yarn (metric tons). 1,760 1,840 6,000 5,000 1,950 1 100 £/,
Leather:

Sole leather (metric
tons) . -....•....... ". ... 2,500 1,500 2,000 2,50°- 2,900

BoxcaJ.f (thousands 01'-
square feet) ••.•••.•.• 2,OQO 2,000 2,5°0 2,750 1,750

Alcohol, industrial
44l(metric tons) •••..•••••• 468 831 822 950

Vegetable oils (metric
tons) .................... 7,000 9,000 12,000 12,000

Beer (thousands of 1itres) 1,583 1,568 1,895 2,016 2,086

Me.tches (millions of
boxes) •••••.. 0 •••••••••• 24.6 34.7 51.9 60 45

Oil, refined. (thousands of
242tons) ................... 227 256 304 492 549

Source: Statistica.l Office of the Uni ted Nations; Ministry- of National
Economy, Bulletin Statistique Trimestriel; United Nations Relief and 'Works
Agent;y for Palestine Refugees, Quarterly Bulletin of Economic Development,
February 1952.

~ Production of tvo companies, accounting for 95 per cent of total;
industria.1 consumption amounted to 22.8 million kilowatt-hourS" in
1948, 24.1 million in 1949 and 26.6 million in 1950.

pj Estimated.

~ Six months.
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:t.s65 million. In previoue years, Syria f B prod.uction had been insufficient

to 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 expense of cereals and rice. Cereal yields 'Were

high in 1950 but fell very sharply in 1951 owing to insufficient rainfall.

Prod.uction of the principal grains 113 shown in table 31. The smallness of

the 1951 crops caused the Government, in the SUMmer of that year, to

:prohibit the exporting of wheat and to re-establish a board to supervise

trade in cereals and to b~ wheat from famers, for distribution to the

towns. Some 50,000 tons of wheat were 1mJ,'lorted 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 to 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 diseases.~1
Much of the profit made through production of cotton has been

reinvested. Several hundred irrigation pumps have been installed, for the

lifting of underground or river water to the cotton fields. The number of

tractors in Syria rose from 300 in 194~ to 1,342 in 1951. By 1951, there

were over 1,200 ginning machine s.§2j
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 to settle there and has also

attracted farm labourers from more densely' populated districts. There has

been a marked growth in the principal towns of El Jezira..

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

instances had outgrown the domestic market's ca-pacity to absorb its

§jJ United Nations Relief and Works Agency for Palestine Refugees,
Quart6rtl Bulletin of Economic Development, October 1951.

§j Food and Agriculture Organization of the United Nations,~
Mechanization (Washington, D.C., 1950), page 61.

251 United Nations Relief and Works Agency for Palestine Refugees, Ope cit.



Table 31. Syria: Production of Cereals
Pre-war and 1948 to 1951

(Thousands of metric tons)

Crop 1934-38 1948 1949 195° 1951

'Yfuea.t'/ll •••••••• 459 657 889 830 464

Barley. ".... III • 290 3°5 357 322 144

Millet •...•.•. 60 ~/ 63 57 78

llii ze .••. '/I •• " • 22 37 39 36

Rice ...... "... 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
Developm.ent, October 1951.

~ Estimate.
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products, was adversely affected by large imports of manufactured goods.

The breakup of the customs imion 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 811bstantial

proportion of their output in Lebanon. This was, however, more than offset

by the increased protection given industry by the Syrian Government against

all foreign goods, including those of Lebanon. Increased construction

activity on the Syrian portion of the trans-Arabian 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 income s increa sed dome stic demand for industrial goods.

Investment, which had slackened in 1949 except for pipeline construction,

recovered in 1950, being stimulated by government-sponsored loans 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 setbaqk in some industries, notably textiles.

Table 32 shows the production of electric power and the output of several

leading industries. Recent1.;r established factories not included in this

table include glass worke, a cement plant and a vegetable oil factory. In

:March lQ5l, the companies in Damascus and Aleppo producing E:'lectricity 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 tslO 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

offset items of current expenditure, leaVing the current account of Syria

for the whole of 1950 approximate1.;r 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: Ou.tput of Selected Industries

1947 to 1951

Industry or product
and unit 1947 1948 1949 1950

E1ectricity (nrl.llions of
kilowatt-hours) £I ......... 47 56 69 81

Asphalt (thousands of tons). 16 20

Cement (thousands of tons) .• 48 54 58 68

Cigarettes (tons) .•••.•...•. 833 962 1,192 1,361

.Ax-aq (tons)..........".... .... G ••• 590 1,°70 542 820

Wine (tons) ................... "" ....... , 66 133 145 170

Alcohol, distilled (tons) ••. 77 36 41 195

Alcohol, cr~e (tons) ....••. 8 20 20 100

Cotton, yarn (tons) •....••.• 1,600 2,400 3,700 4,700

Cotton, piece-goods (millions
of metres) . I) .................. 17 14 21

Silk and rayon cloth
(millions of metres) •...••• 15 27

Soap {thousands of tons) •••. 4 5

Sugar {thousands of tons) ••• 9

1951~/

70 £/
10

44 ~/

1,327 iY

128

76

..

Source: Statistical Office of the United Nations; Ministry of Natio:.c.a1
Economy, Nashrat a1 ibsaat al sbahria (monthly bulletin of· statistics),
August 1951, and Monthly Economic Bulletin, July 1951, August 1951; Un! ted
Nations Relief and Works Agency for Palestine Refugees, Quarterq Bulletin
of Econotnic Development, October 1951.

~ First six months.

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

£! Ten Diantha.

ij Eleven months.
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amounted to I:S20 million, but in the following quarter there was an import

surplus of I:S34 million and, in view of the decline in exports of textiles and

grains, the balance for the year is like~ to show a deficit.

In 1949, Syria was subjected to powerful deflationary pressures, and

prices declined.. Agricultural prices fell Bharp~, e8J?ecially those of

wneat, oWing to abundant crops and the world-wide d.ecline in agricultural

prices, causing a contraction in income of farmers. In ad.dition 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 bud~et deficit failed. to offset these d.eflationar,y factors

since it resulted main~ from purchases of foreign war equipment.

The situation changed great~ in 1950, folloWing the d.issolution 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 was a sharp

increase in the price of export products, notably cotton and wool. Crops

were good, and the value of exports showed a large increase.

These factors are reflected in the expansion in the money supp~,

e8J?ecial~ bank deposits, in 1950 (table 33). It wouli appear that the

Government 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 upwrd. 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 fS142.8 _million; those for

January to June 1951 at fB67.8 million; and. those for July 1951 to

Decembe!' 1952 at fS265 million. These budgets included several d.evelopment

projects. The port of Latakia is bt;ling enlarged. and. improved. at "an

estimated. cost of fS20million, to handle the increased exports of northern

Syria and. to d.ivert part of Syria's foreign trade away from Beirut. Latakia

is to be linkeCl by a railway to Aleppo. Most of the coat 113 being met by

the Government, assisted by a $6 million loan from 8aud.i Arabia.

The increase in traffic through Latakia is eViClent from the following

Clata on imports and exports, in thousanCls of metric' tons:
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Period Imports Exnorts.

1947 III ~ .. e .. lit III 4J 0 9 ..... " e'" • " 13 ., "" G 10 18

1948 It "" Il!o .. lit "" • .. " .. " .. " " "" .... " _ " " '" 16 17

1949:
First half •.•••••••••••• 23 19
Second half ••••••••••••• 17 126

1950:
First half •••••.•••••••• 35 84
Second half ••••••••••••• 82 79

1951:
First half •.•••••••••••• 84 48
Third quarter••••••••••• 77 18

Source: Le Commerce d.u Leva.nt, 13 January 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. coats of warehousing,

insurance and interest and thus tied. up funds which were reqUired. for

the financing of crops and. other projects.

Other public works projects being carried out include road bUilding

in El Jezira, and the installation of a water pipeline from the Euphrates

to Aleppo. The major irrigation projects in course of execution are on the

Khabur River, in El ~rezira., from which 9,000 hectares will benefit in the

spring of 1952; the Rams-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.66/

§§] United Nations Relief and Works Agency for Palestine Reufgees,
Quarterly Bulletin of Economic Development, October 1951.
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Table 33. Syria: Note Circulation and Bank Deposi ts

December 1948 to June 1951

(Millions of Syrian pounds)

31 December 31 December 30 June 31 December
1948 1949 1950 1950

30 June
1951

!fote circulation•.••.

Bank deposits .•••••••

Total money supply

Loans and. advanees

238.0

98.1

336.1

242.1

96.3

338.4

66.2

194.5

152.5

347.0

224.6

170 .8

395.4

101.6

236.4

165.5

401.9

108.4

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



Turkey

The years 1949 to 1951 witnessed an unprecedent1y high level of

investment in Turkey, financed. mainly from internal sources and United states

Government loans and grants. Large-scale expenditures on defence also

contributed to the strain on the budget, as did 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 tt counterpart fundsft raised under the European Recovery Program.

Except during the months following the outbreak of war in Korea, the trend

of prices was therefore downward.

FolloWing the very poor crops of 1948/49, when the inCiex of agriCUltural

output fell from 123 per cent of pre-war to 112, satisfactory crops were

harvested in 1949/50, raising the index to 125.21/ In 1950151, 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 area 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.681 Output of

cotton has increased greatly Ciuring the post-war perioCi, as has the

proCiuction of BuBar-beets (table 34).
Industrial and. mineral production increaseCi 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 remained during the first half

of 1950.22.1 The main obstacles. to increased output were the expansion in

681

Economic Co-operation Administration, ~~lL Country Daja Book
(Washington, D.C., 1951).

Turkish Information Office, News from Turkel (New York),
18 October 1951.

Economic Co-operation Administration, Turkel. Country Data Book.



-90-

Table 34. Turkey: Area in M9.jor Crops and Production

Pre-war and 1946/47 to 1950/51
,

(Area in thousands of hectares; production in thousands of metric tons)

Crop 1934-38 1946/47 1947/48 1948/49 1949/50 1950/51

Wheat: •
Acreage ••••.••• 3,450 4,177 4,478 4,008 4,477 4,867
Production••••• 3,412 3,246 4, 867 2,517 3,872 5,616

Barley:
2,048Acreage •••••••• 1,772 1,805 1,828 1,759 1,902

Produ.ction••••• 1,954 1,512 2,167 1,247 2, 047 2,640

Maize:
Acreage •••••••• 442 35 534 597 593 623
Production••.•• 557 531 696 725 628 850

~:
350 436 453 423 488 518Acreage ••••••••

Production ••••• 336 348 514 274 443 655
Oats:
~reage•• e ••••• 229 27° 275 294 302 320

Production..••• 223 196 323 236 316 352
Sugar-beets:

Acreage •••••••• 28 46 48 51 5° 52
Production•.•.. 432 639 721 818 821 957

Cotton:
Acreage •••••••• 249 206 271 347 448 630
Prod.uetion .•••• 52 47 67 97 122 165

Tobacco:
Acreage ••.•••.• 72 132 106 127
Produc tion••••• 55 102 74 91 85 90

Sunflower seed:
Acreage ••.••••• 36 69 120 110 108
Production.•••. 7° 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 am Agricultural Production Situation in
T't!rkey; Turkish Information Office, News from Turkey (New York), 18 October 1951
and 24 January 1952.



Table 35. Turkey: Output of Princip9.1 Industries

1938 and 1948 to 1951

(Thousands of metric tons except as indicated.)

Industry 1938 1948 1949 1950 1951

Fuel and power:
Electricity ~ .•.• 313 674 737 790 812 E.!
Coal ....... ".... ... 2,589 4, 023 4,183 4,360 4,730
LigIl:ite ......... .. 158 1,010 1,272 1,203 622 9../

Mining:
Iron ore •••.••••.• 77 186 210 220 220
Copper,. ........... 2.2 11 11.3 11.7 17.5

Textiles:
23,476 ~Cotton yarn cy .... 19,668 28,349 29,708 30 ,212

Woo:l;len yarn ~ .•• 4,500 7,462 7,878 7,457 5,149 ~/

Other industries:
Pig-iron••••••.••. 100 113 110 155
Steel............. 102 103 91 135
Cem.ent .............. 287 336 363 396 400 £!
Glassware d/•..... '5,028 10,092 10,412 8,292 ..
Paper rf. ..-:....... 8,940 20,352 18,384 18,228 17,525 £!
Sugar refined) ... 57 118 135 137

Source: United Nations, Monthly Bulletin of Statistics; Economic
Cooperation Administration, Turkey" Country Data Book~ 1951; Ministere
de 1 'Economie et du Commerce, Conjoncture (Konjonktlir).

'!:./ Millions of kilowatt-hours.

pJ Approximate.

cd Six· m.onths •

cy Tons.

~ Ten months.



imports of manufactured goods and the sharp decline in agricultural incomes

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.1Q1

Two ma~n 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 ani match factories, but this has 80 fa~

proved difficult.W In order to extend long-term and medium-term credit

to private industr.r, an industrial development bank was established in 1950

jointly by the Government and the International Bank for Reconstruction and

Development.

On the other hand, there has been much investment in both government

owned and private industries. Factories which have been recently built or

expanded, 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 haa beep raised

from 217,000.kilowatts in 1947 and 305,000 in 1948 to 374,000 in 1949,]g/

and 402,000 in 1950.111 The most important generating station recently

completed. is the 60,000-kilowatt thermic station at Catalagzi, 'Which cost

over $9 million.741 At present work is proceed.ing on an 80,000-kilowatt

hyd.roe1eetric plant at Sariyar, on the Sakarya river, which is estimated. to

111
']}£I

United states Department of Commerce, Foreign Commerce 'WeekJ;Y,
24 September 1951.

The Economist (London), 12 May 1951.

International Bank for Reconstruction and. Development, The EconomY
of Turkey (Washington, D.C., 1951)

Mid.d.leEast Economist and Financial service, (Forest Hills. New York),
June 1951.
News from Turkey, 3 November 1949.



cost $47 million and to be completed by 1954.~ A large-scale

i.J:nprovem.ent :programme is also being carried out by Eti Bank in ita coal,

lignite, iron-ore and sulphur mine a.

In 1949, gross public investment, which slightly exceeaed gross
'76/ .

private investment, was estimated atm529_million,..I..:;'.I out of a gross

national product of r.T7,000 million,11I and in 1950 at r,T600 million..

Budget estimates of investment in 1951l§! 'Were close to :tT700 million. Net

loans and grants from the United states Government from April 1948 to

31 December 1950 amounted to $68 million and $156.6 million, respectively.12I

In addition, Turkey received in 1950 loans of $25.4 million 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:

77/-'
78/

79/

Ibid. 29 March and 5 October 1950.-,
International Bank for Reconstruction and Development, The Economy
of Turkey, page 262.

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

International Monetary Fund, International Financial News SUrvey,

12 January 1951.
Economic Co-operation Administration, Turkel, Count!7 Data Book.



Economic sector receiving
allocation

Agr1cultu.re " .

Electric power•.••••••••••••. a •••••••••

Indust:r-y- ••••••.•.••.••••••.•••.••.•.•.•

Mining ~ .

Public lYorks .

Trens:Port .

Communications•••••••••.••••••••.•••.••

Other .

Total

1949

27.5
22.4

37.9\
79.6)

103.0

225.0\.
21.7)
11.5

528.6

1951

104

131

113

48

272

32
700

Source: International Bank for Reconstruction and
Development, The Economy of Turkey (Washington, D.C.,
1951); International Monetary Fund, Interna.tional Financial
News Survey, 12 January 1951.

The total allocated. for 1950 had been fIP600 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 ~77.6 million, and the estimates for 1951 and 1952 forecast

deficits of J.T173·9 million and m234.8 million respectivel.;r. 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
801rise of 7 per cent in 1950/51....;",.-1 sales of some items by government

§JjJ Food and Agriculture Organization of the United Nations, Food and
Agricultural Statistics, October 1951.
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Table 36. Turkey: Aid received under the European
Be covery Program, 1948 to 1951

Economic Cooperation Administration Counterpart funds

Loans Grants Conditional Total
aid

(millions of United sta~s dollars)

Deposited Withdrawn

(millions of Turkish
pounds)

10.0

7.5 58.5

April tb.rough
June 1948 .••••• 10.0

July 1948 through
June 1949 ••••••• 28.0 1.2

July 1949 through
June 1950 ••••••• 35.0 16.0

July 1950 through
June 1951 !J.... 45.0

Cumulative total 73.0 62.2 17·3 152.5 200.3

Source: Economic Coo1l6ration Administration, Turkey, Country Data Book
(Washington, D.C., 1951).

aJ Including an allo"tD:ent of $7.8 million under the Mutual Defense Assistance
- Program during the fiscal year 1 July 1950 to 30 June 1951.



Table 37. Turkey: Projected and. Actual Investment in Industry,
MiI"..ing and Transport, 1949 and 1950

(Nillions of Turkish pounds)

Source of investments Total esti- Amount spent Allocations Renaining to
m ted cost by end for 1950 be allocated

of 1949

Industrial investment
bl Su:mmer :Banks:

Textiles .... Ii ,. Ii Ii ifI • III • Ii ., ., 104.8 28.8 32.1, 43.9
Iron and steel industry 19·1 8.4 10.8
Other Go III • ClI ... //I •••• Ii .. Ii Ii" • Ii 49.5 25·1 12·9 11.5

Total 173·5 54.0 53.4 66.2

Mining investnant bl
Eti Bank:

Cool ... Ii ................. III Ii 307.9 76.2 51.2 181.5
CoptJElr,. • Ii III .. e ....... III •• ., • 32.6 24.8 5.6 2.2
Oth.er .. III CD ... " • III ... Ii Ii •••• '" • 28.4 9.6 4.0 14.8

Total 368.9 110.6 60.8 198.4-

Goven:rment inve stmmt
in transport:

Railways. ll) • (/I Ii •••••••• Ii • 375.0 169.5 a/ 205.5 b/
Ports ....... '" Ii e ..... Ii ........ 218.0 25.0 ~I 193.0 'bl
Shipping and. docks ••••• 49.4 .. 49.4 'bl
Highways Ii .. Ii Ii ... Ii Go .. Ii., Ii .... 1,650.0 74.0 a/ 1,576.0 'bl
Airlines . ... Ii ••••• ., " Ii Ii • 85.0 29·0 ~I 56.0 [I

Total 2,377.4 297·5 '!:./ 2,079.9 "E..I

Source: International Bank for Reconstruction and Development, The ~,cono51

of Turkey.

'!:./ Expenditure to June 1950.
E1 As from July 1950.
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monopolies have not increase'd in the same ratio as the growth in

population since the pre-wr period (table 38). Available figures for 1951

sales show a distinct increase over the previous year.

The inflationary pressures arising from the budget deficits were offset

by the large :import SU1"l?luses of 1948 and 1949, which amounted to :eT220

million and mU9 million respective1Jr. 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 materials led to an eJqlansion in

Turkey's exports, redUcing the import surplus for 1950 tc m62 million.

The index of wholesale prices rose sharply to 519 in March 1951; Good crop

prospects, however, exerted a downward pressure on prices, as did the

large increase in imports, mainlJr from the OrganiElation of European Economic

Co-operation countries, folloWing liberalization of trade after the

establishment of the European Payments Union in 1950. This resulted in an

import surplus of 1:'1'160 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 omissions", is believed to "reflect primarily unrecorded

prepayments for imports and proceeds of eJqlorts left abroad.,,8l! When this

is taken into account, it appears that grants, loans and draWing rights from

the United states and the countries participating in the Organisation for

European Economic Co-operation, aggregating about 17f320 million, failed to

close the gap in Turkey's accounts and that the country had to draw on its

assets to the extent of 1:'1'133 million.§g!

~!

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

!bid., page 377. The main credit items, in millions of Turkish pounds,:were: United states Turkish aid programme, 77.6; Economic Co-operation
Administra'tion grants, 40.3; OEEC loans, 75.7; OEEC drawing rights,
130.6.
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Table 38. Turkey: Sales by Gove~ntMonopolies
1938 and 1948 'to 1950

(Thousands of ne'tric 'tons or 1i'tres, as indicated)

Commodity 1938 1948 1949 1950

Salt !l............... 170 237 236 249
Sugar !/.... " ........ 57 118 135 137
Tobacco ~/•••••••••••• 14 18 18 18

Beer EJ•.••••.••••.••• 2,652 18,636 16,356 17,627
Wine EJ............... 6,372 10,464 11,556 12,719
Araq E.!•••• •••••••••• • 7,404 7,500 6,480 6,252

Source: Ministere de 1 'Economie at du COIl11OOrce: ConJoncture (Konjonktiir).

~/Thousands of m'trlc tons.

"'!!./ Thousands of 1i't1'6s •
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Table 39. Turkey: Balance of Payments, 1949 and 1950

(}I.li11ions of Turkish pounds)

Item 1949 1950
Credit Debit :Balance Credit Debit :BaMnce

Current transactions:

MerChandise •••••••• 693.9 877.5 -183.6 737.6 789.5 -51.9

Tra.va1, trans'POrt
and insurance ••••• 17.8 103.6 -85·8 18.7 109.8 -91.1

Investment inCOlre •• 1.0 37.6 -36.6 0.4 37.7 -37.3

O-th.er ..... ........ 0: ., • 35.9 48.0 -12.1 38.6 46.0 -7.4

'rotal, goods and
services 748.6 1,066.7 -318.1 795.3 983.0 -187.7

Donations (including
official grants) ••• 273·9 66.6 204.3 283.7 36.5 247.2

Total, current
transactions ...•. 1,022.5 1,136.3 ..113.8 1,079.0 1,019.5 59.5

Movement of capital and
monetary sold: -37.9 40.9 -78.8 00152.0 53.0 ..205·0

Enora and omisa ions : f})

Net errors and
omissions •••••••••• 35.0 264.5

Source: Inter.ca.tioml !A..onetary Fund, :Balance of Payments Yearbook,
19490050 (Washington, D.C., 1951).

!/ Difference between capital movements and current transactions.
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