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PREFATORY NOTE

The present "Summary of Recent Econcmic Developments in the Middle
East" forms & supplement to the survey of the world economic situation
prepared by the Secretariat of the United Natlons and issued in World
Economlc Report, 1950-51. This summary was prepared by the Division of
Fconcmic Stability and Development in the Department of Fconomic Affalrs,

In general, information for the figures In the text and the tables was
obtained from data compiled by the Statistical Office of the United Natlons.
Tn addition tc govermment sources, other official international and
patiopal sources were utilized. When such data were not available, private
sources were consulted. Because of variaticns in metheds of compiling data,

informetion for the various countries is not always strictly compareble.

Explanation of Symbols

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

Two dote (..) indicate that data are not avallable

A dash {-) indicates that the amount 1s nil or negligible

A blank in a table 1ndicates that the item is not applicable

4 minus sigrn (-) indicates a deficlt or decrease

A full stop (.) 1s used to indicate decimals

A came (,) is used to dlstinguish thousands and millions

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

Use of a hyphen (-) between dates representing years, e.g., 1934-38,
normelly signifiee 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 1549 means 1947 to 1949, inclusive.

References to "tons" indicate metric tons, and to "dollars” United
States dollars, unless otherwise stated.

Details and percentages in tables do not necessarily add to totals,
pecause ¢f rounding.

Tnformation regarding rates of excrange way be found in lssues of the

United Nations Monthly Bulletin of Statistlcs.
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INTRODUCTIOR

The present report has been prepared in sccordance with the views
expressed during the thirteenth sesslon of the Economlc end Social Council
on the desirablllty of covering specifically the Middle Fast region, as well
as Africa, in the amnual world economic reports, During that session, the
Prepident of the Council declared that "the Secretary-General would doubtless
continue to glve careful consideration to the economic situatiom in the
Middle Last in these reports, perticularly in that the Council hed not yet
established an economic commisgsion for that region".l

The report descrlbes and traces the main economic developments which
have teken place in the Middle Eastg/ in the period following that covered
by Review of Fconomic Conditions in the Middle East, supplement to World
Econcmic Report, 1949-1950, No attempt has been made to give a complete
survey of all economlc aspects of the different Middle Fastern countries,

However, the two activities of the reglon which provide its most direct
apnd lmportant comnexion with world economy, nasmely i1ts petroleum production
and foreign trade, have been dealt with at scme length; in addition, brief
sestlons describe the most imporitant develomments of the past twoe or three
years in several selected countries,

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

The terms of trede have shown a tendemcy to lmprove in the region as
a whole, but to a varying, and often small, degree. The raw materials whose
prices have incressed most in world markets form only a minor pert of the
exports of Middle Fastern countries, the main exceptions belng Egypt and
the Anglo-Egyptlan Suden. In most of the other countries, exports

Qil

See the Report of the Xconomic and Soclal Council, Supplememt No. 3
(A/1884) and thirteenth Session Plenery Meetings 550 and 551.

The following countries have been included In the study: Afghanisten,
Bgypt, Iran, Iraq, Israel, Jordan, Lebanon, Sgudl Arabla, Syria, Turkey,
Yemen, Cyprus and the Non-Self-Goverming Territories of the Arablan
peninsula, and the Anglo-Egyptian Sudsan,
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consist mainly of products such as citrus and other fruits, tobacco and
vheat, whose prices have not significantly risen, or have risen to a

degree comparable with the prices of manufactured imports. Therefore,

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

mch greater in Egypt and the Anglo-Egyptian Sudan than in countrles like
Iran, Israel or Isbanon, whose position may even have deteriorated.

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

The improvement in terms of trade, together with the expansion of trade
vwith Germany and the Unlon of Soviet Socialist Republics contributed to a
reduction of the foreign trade deficit in most of the countrles of the
region. The deflcit in trade with bard currency countries also declined
and even disappeared in a few cases. Owing to the composition of exports
from the Middle Fast amd to the inelasticity of their production,
potroleum excepted, this improvement in selling prices had no significant
bearing on export quantities, which as a whole did not increase. On the
other hand, in splte of a tighter supply situvation in forelgn markets,
imports gemerally rose, both in value and In quantity, the maln lncreases
being those in cereals, petroleum, metal mamnfactures and caplital equipment.

In connexion with the lmprovement in the balance of payments in the
region, during 1950 and 1951 some inflatiormary pressure mrde itself felt,
accentuated by local factors such as the rate of investment in Israel and in
Turkey, the budgetary deflcit in Iran and the rapldly expanding petroleum
royalties received by other countries. In the entire region prices took an
upward trend, especlally in countries more closely dependent on foreign
trade, such as Egypt and Tebanon. At thelr highest, wholesale prices, as
compared with the average for the first 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 avallable data, in no country of the

reglion, except Egypt, did wholesale prices or the cost of living in 1950 or 1551

veach the annual average of 1948 or 1949 which marked the post-war peak
(table 1). However, prices were rising at the end of 1951.




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

Average for 1950 5/
(£irst half) Peak in 1950-5] Average for 1951

Country Wholesale Cost of Wholesale Cost of Wholesale Cost of
prices living prices living oprices llving
EEYDtevecenceconns 100 102 118 116 116 11k
Iran.coeesscaacsss il 93 92 98 89 93
N o Vo [P 83 T2 g7 83 93 18
T5ra01 eenenens. 86 92 104 108 o 101
Lebanom. cuseseve s 70 85 100 95 95 gl
Tur%ByE/ ........ oo 92 99 101 ol 95 ol

Sourcey Statistical Office of the United Fations,

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



wd e

During the period under review the repercussions of the intermational
economic sltuation on the Middle East economies were overshadowed in soms
of these countries by lmportant local economic problems which were only
secondarily influenced by world factors. Thus, in Lebanon and in Syria, the
main effort was devoted to coping with the comsequences of the breakup of
the customs union that had existed between those two countrles until
March 1950. The plight of the Palestine Arab refugees continued to railse
serious problems, espacially in Jordan, where most of them were located.
In Israel, the major task was still the absorptlon of immigrants into the
economy of the country. The number of these immigrants im 1950 and 1951
roached 34h,000, a total equal to 30 per cent of the population on
1 January 1950. In Iran, the various questions arising from the
mationalization of petroleum and the stoppage of payments by the
concesslionary company constituted the main economic problem, as the dispute
over mationalization remainsd unsetiled. Increases In rates of royaltles
ware of special importance to the oll-producing countries, and new
agroemsnis were concluded to this end in Bahrein, Iraq, Kuwalt and
Saudi Arabla.

The economic activity of the reglon as & whole continued to increase
during the past two to three years, but there were great variations among
individunal countries, and, in a glven country, amoung different flelds of
activity.

Agriculture is developlng, but at a slow pace, in most parts of the
Middle East. Taking the reglon as a whols, output in 1950 was about equal
to that of 1948, which bad been a record year, and was well above that of
1949, while a further rise was achieved in 1951. The cultivated area
increased by almost one million hectares during 1950 and 1951, mainly in
Turkey, ITraq, Syria and Israel. Insufficient rainfall during the winter of
1950/'51 severely affected graln crops ani the supply of animal fodder 1n
Israsl, Jorden, Syria and parts of Ir.a.q,3 but production in other

3/ Food and Agriculture Organization of the United Natlons, Provisional
Report of the Second Regiomal Meetlng on Food and Agricultural Programmss
and Outlook (Bloudens, Syria, August-Septenmber 1951).




countries increased and the 1951 crops in the esrea as & vhole are
believed to be the largest om record. In view of both the increased
acreage devoted to industrial crops and the continued growth in
population, however, food supplies per capita have not, in gensral, yet
regained the pre-war level. A noteworthy feature of the past three years
has been the increase in cotton acreage and production. Preliminary
estimtes put the total production of the regiom in 1951 at 30 par cent
above that of 1950, the highest increase being in Turkey, Sywris, ITan and
Iraq.-lf#

The over-all progress of industry was greater than that of agriculture
in almoet all countries of the region. 1In soms of them, notably Iran,
Egypt and Iebanon, foreign competitlion and the gensral decline in prices
caused a temporary recession, mainly in textiles, during the latter half of
1949 and ‘the beginning of 1950. This sltuation, however, changed after the
outbreak of hostllities in Korea. The rise in prices, together with the
increase in farmsrs' incomss resulting from better crops and higher
agricultural prices, stimulated industrial production in the above-mentioned
countries, as well as in Iraq and Turkey. In Israel, production increased
considerably, owing to the high level of investment and the rapld expansion
of the domsstlc mriket arising from large-scale immigration. Industrial
production was stimulsted also by government subsldies to certain industries
in many countries of the reglon.

Production of crude petroleum contlinued i1ts upward movement, with a
setback following the closing down of the Iranian filelds. Outyut rose from
71 million metric tons in 1949 to 89 million tons in 1950 and about 98
million tons in 1951. Exports of crude peiroleum in 1950 were 50 per cent
groater than in 1949 , and the Middle Fast displaced the Caribbean as the
largest exporter of crude petroleum. A further increase of 40 per cent was
achieved in 1951. Oubput of refined producte in 1950 rose by 7.9 per cent.

_1}_/ Food and Agriculture Organization of the United Ratlons, The State of
Food and Agriculture, 1951 (Rome, 1951), page 36.




The interruption, during the middle of 1951, of operatlons of the Abadan
refinery, largest in the world, caused a sharp setback. Output of refinsd
products for the whole of 1951 was about cne-Tfifth below that of 1950, and
exports of these products declined sharply in the second part of 1951.
Investuent in the industry was meintained at a high level. Much successful
exploration was carried out; the plpelire from the Saudl Arabian ollflelds
to the Lebanese coast was completed; and work was begun on e pipeline from
Ireq to the Syrian coast.

National plans for economic development are under way throughout the
reglon. In Iragq, the flve-ysar plan made an effective start in the summer
of 1951. In both Israel and Turkey, lnvestment has been considerable: in
Isrsel 1t was minly in agriculture, ipdustry, 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 Edfina irrigation
dam in Egypt; sows railway and 1rrigation projects im Iran; the interpatiomal
alrport at Ehalde and the Easmiye lrrlgation work in Lebancn; the planting
of cotton in Syria, partly fimanced by neighbouring countries; and port and
railway construction in Saudi Arabia. For the Middle East as a whole,
however, over-all progress ls slow. The speed of execution of development
plans differs greatly among countries as also thelr future prospects. In
most of them, development continues to be slowed down by physleal obstaclss
as woll as lnstitutionsl and soclal fuctors such as the unequal distribution
of income, lack of technical skills and inadequate health conditions. The
systems of land tenure prevalling over mosi of the region constitute a
further barrier to economlc development.

Avallabllity of capltal veries wldely. Certaln countries, such as
Israel and Turkey, bensflted by substantial capltal imports, melnly under
Export-Import Bank lecans and private capital loans iesuved on forelgn
mrkets, or under the European Recovery Program. Oil-producing countriles,
especlally ITraq and Saudl Arabla, recelved larger amounts of forelgn
exchange since payments by the concessionary companies increased, and they
were in a better position to accelerate the execution of their development
plans. Private capital lmports continued to be small; the same holds truse,

e e et et = e e A AT e A et e A e P et e A s st



with the above exceptions, for capital'limports through govermmental
chamnels or interpnational Institutions. In 1950, the International Bank
for Reconstruction and Development made a loan of $12.8 million to Traq and
two loans of $16.4 million and $9 million to Turkey. The sterling balances
remaining from the Second World War, part of whlch may be mobilized for
development purposes, while still large Tor 3Bgypt and the Anglo-Fgyptian
Sudan, bhave diminished in the case of Iraq, and are nearly depleted for
Igrael and Jordan. As to the Palestine Arab refugees, the Genersl Assembly
of the United Nations, at its slxth session, took steps to provide the
capital which may be required for thelr re-settlement through the Unilted
KNatlons Rellef and Works Agency for Palestine Refugees.z/

Nearly all Middle Eest countries - Afghanistan, Egypt, ITran, Irag, Israel,
Jorfan, Lebanon, Syria and Turkey - have beneflted from the Technical
Asgistance Progremme of the United Nations and the speclaliZzed agencies. A
Social Welfare Seminar for Arab States of the Middle Fast wae held in Calro
in 1950, as well as a Mediterranean Centre on Agricultural and Allied
Projecte in Anksra in 1951, Afghanistan, Egypt, Iran, Iraq, Israel, Lebanon,
Saudl Areble and Turkey alsd recelved asslstance under the programme of
techincal co-operation of the United States Govermment. The unevenness in
the rate of development of the variouns countries of the Middle Bamt has
recently tended to inmcrease. Taking the region as & whole, agricultural
production 18 growlng slowly and Industrial production somewhat more swiftly.
But there are parts of the area whose economy shows almost no change, while
in others rates of Investment are higher and economic conditions have improved
considerably in the past few yeare. The differences among the countries as
regards thelr econcmic development may be lessensed 1n the comlng years by the
Tact that most oll producing countries - untll now among the least developed
in the area - derive a rapldly expanding volume of forelgn exchange and
capltal resources both from the increase in petroleum productlion and from the
tendency to conclude more favourable agreements with the oil companies, as
occurred in 1950 and 1951.

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

FCREIGN TRADE

Expressed elther in nationmal currencles or in quantum, the foreigm
trade of the Middle Tast in 1950 was distinctly larger than in other
post-war years and was above the pre-war level. However, owlng to the
devaluation, in 1949, of the currency of several countries - Aden, the
Anglo-Egyptian Sudan, Cyprus, Egypt, Irag, Israel and Jorden - the dollar
value of the reglon's forelgn trade (table 2), oxcluling petroleunm
ex@ortsg/ was slightly below the level attained in 1949, Figures for
the first half of 1951 show a large increase in walus over the previous
year. Export values in patlonal currencles incressed considerably while
importe rose less, or evem declined, reducing the import surplus for 1950
to a flgure below those of the three previous years. Available Pigures
for the first half of 191 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 was followed
by & large rige in the value of the exports of the region., There was also a
rise in the value of imports, which continved in most countries throughout the
first half of 1951; but the rise in value of exports contimied at a generally
greater rate,

The increase in the value of exports 1n 1950 was to a very marked
degree, the result of higher prices. As 1s shown in table h, gome of the
principal countries of the region actually exported & emaller gquantity of
goods in thet year than in 1949. In several, however, notably Iran, Syria,

;/ Wherever possible, exports of petroleum and importe by the petroleum
companies have been excluded from the flgures given in this chapter;
they are dilscussed In the following one. The petroleum industry of
the region has been developed by forelgn companies under special
concesslions, and thelr marketing activities ere controlled almost
entirely by the companies themselves. ZExporis of petroleum and its
products do not result in direct recelpt of foreign exchange for the
economies of the reglon; similarly, imports by petroleum ccmpanies
do not involve forelgn exchange payments abroad by importing countries,
Ixports of petroleum from the Middle Fast, valued at f.o.b. prices,
were about $1,300 million in 1950,

N S G S Sy
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Table 3.
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(Millions of local currency)

Forelgn Trade of Selected Countries, 1948 to 1951

1948 1949 1950 1951
Country Firat Second PFirst Second First Second Firast
half  half  half half half half half
Anglo-Egayptian Sudan
(Egyptian pounds):
Imports ..... 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 .7 29.0
Egypt (Egyptian
pounds) s
Tmports ..... 73.5 86.8 8.5 82.0 83.5 112.9 118.2
Exportg ..... 1.6 71.5 73 .k &h b 82.5 92.9 123.8
Iran-@-/ (rials):
Tmports ..... 1,711 2,hkoh 3,035 3,707 2,761 3,485 3,788
Exporte ..... 900 808 809 903 875 2,620 1,950
Imgy (dinars):
Tmports ..... 23.0 21.6 19.3 21.3 20.6 19.5 22.7
Exports ..... 3.5 4.8 3.3 9.4 9.5 12.3 14 .6
Israel (Israeli
pounds ) s
Tmports ..... 23.2 37.7 50.0 52.5 50.1 52.5
Exports ..... 7.2 3.0 7.9 k.6 10.9
Turkey (Turkish
pounds )
Tmports ..... 253.9 416.3 378.8 433.8 360.0 Lk39.9 488.2
Exports ..... 203 .4 347.7 332.2 361.7 299.0 438.6 439.8
Sources United Nations, Monthly Bulletin of Statistics; Bank Melli

Iran, Bulletin, No. 111; Ministry of Finance, Monthly Bulletin of Forelan

Trade of Iran.

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

b/ Excluding pipeline exports of crude petrolewm.
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Table 4. Quentum Indices of Imports and Exports of Selected Countries

1943 and 1OW7 to 1951

(1938 = 100)

Country and item 1643 19k7 1948 1649 1950 1951
F{rat half
Anglo-Egyptian Sudan:
THPOrt8.eseeaveven 51 99 112 121 136 133
i1 01 o0 1~ SN 7 gk 93 111 110 102
Egypt:
THPOrtE8 . eeeeensnns 2% 96 154 160 188
EXpOrte..uoeasue.a 42 103 109 118 117
Iran:
OFtB.eeenenaens o2 82 74 12k 124
EXPOrtS.vecrsvsens 28 57 ko L7 114
Terael/Palestine
Tmports a/........ . . 100 11k 129
Exporte b/.ceenen. 1 76 . 36 33 ‘e
Turkey:
B 1c1v5 on 7~ SRR 48 102 110 125 146 153
BXportf.ceeenncaes 63 89 93 120 117 115

Source: United Nations, Statistical ¥Yearbook, 1951 and Monthly
Bulletin of Statistics; indices for Iran comnstructed by dividing indices
of rial values of importe end exports {excluding petroleum) by import and
export price indices from International Monetary Fund, International

Finenclal Statistics.

a/ 1949 = 100.

b/ Exports of citrus fruits only.




and to a lesser extent Ireq and Lebanon, large crops of certain products
increased the quantity available for export. Israel®s exports of
manufactured goods also increased.

The expsnsion of imports wes, on the other hand, more the result of
an incredse 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
Forea there wag much speculative buying of foreign goods, In anticipation
of a rise in prices, but in some countries thils movemont was checked 1in
1951, as fears of an extension of hostilities beyond Korea declined.

Taking the region as a whole, the terms of trade improved after the
outbreak of war in Korea (table 5). Cotton and wool, cne or both of which
are exported in varying quantity by most of the Mlddls Eastern countries,g/
reglstered the highest rise in price, The prices of Toodetuffs, auch es
wheat, barley, rice, olive oll, citrus and other Pruits, as well as
tobacco, rose only slightly or in some cases declined; countries meinly
dependent on such exports, notebly Iran and Isresl, experienced a
deterioration in their terms of trade. The improvement in the terms of
trade of Turkey in 1950 was & result mainly of the fell in the prices of
1ts imports from the sterling area and from other countries, which
followed the 1949 dewvalustion of their currencles.

The main change in the composition of imports has been the trend
toward increased imports of cereals, petroleum, metal manufactures,
machinery and tranaport 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 thelir growing
populations. Consumption of petroleum products has incressed rapidly in
all Middle East countries and, in all but the maJjor producers, this has
resulted in a grester voluwe of imports of these producte.

kit B s

2/ Cotton is exported in significant quantities by Egypt, the
Anglo-Egyptian Sudan, Tukey, Syria, Iran and Irag. Wool 1s
exported by Iran, Iraq, Syria and Turkey.
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Table 5. Terme of Ira&eé/ of Selected Countriss
1943, 1945 and 1947 to 1951
(1938 = 100)

Country and item 1943 1945 19h7 1948 1gho 1950 1951

First half

Anglo-Egyptian Sudan:

Import pricet..... 201 266 27h 331 326 327 300

Export prices..... 179 199 313 L3 59 536 Th

Terms of trade.... 62 5 11k 143 141 16k 192
Egypt:

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

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

Terme of trade.... 65 80 98 145 130 165 -
Iran:

TImport prices..... 729 688 594 588 565 526 641

Export prices..... 328 hi7 533 556 78 koo Le7

Torms of trede.... U5 61 90 93 85 76 73
Isracl:>

Import prices..... . .. - . 100 103 112

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

Terme of trade.... .. - .. .. 100 98 95
Lebanon:c

Tmport prices..... - e .. 100 e 105 108

Export prices..... .. .. - 100 ‘e 106 105

Terms of trade.... .. . . 100 .o 101 o7
Turkey:

Import prices..... 281 221 L84 k&g 439 361 bps

Export prices..... 281 288 k58 410 hog kg 527

Terms of trade.... 100 131 94 87 93 116 124

Source: United Ratlons, Monthly Bulletin of Statistlcs; National Bank of
Egypt, Economic Bulletin, 1951, No. 1; Ministry of Finance, Israel, Foreign
Trade of Israel; Unlted Mationms Rellef and Works Agency for Palestins
Refugees.

Q/ Termes of trade equal export prices divided by import prices times 100.
b/ 1949 = 100; wnit value of imports, from official source; wnit value of
exports welghted average of exporte of shamuti oranges, grapefruit,
polished diamonds, representing 75 per cent of total exports in 19hg

and 69 per cent in 1950,

¢/ 1948 = 100; unit velue of exports is weighted mverage of eight
commodlities, comprising frults, vegetables and hidee, and representing
about 50 per cent of exports; unit wvalue of importes 1s weighted averags
of ten commodities repressnting 30 per cent of all importe of
mnufactured or semi-manufactured goods.
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In 1950, there was & striking rise in the region's imports of mesials
and metal producte, because of increased construction. Although, for some
countries, the guentity of machinery and appliances imported was below the
amount imported in 1949, taking the region es 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 maln trends In 1650 were an
increase in the trade of the Middle East with France and the Benelux group
and a further decline in intra-regionsl trade to a level which 1ls, in most
countries, below that of the pre-war period. Trade with India and
Pakistan, which like intre-regional trade, had assumed conslderable
importance during the Second World War, declined further; for several
Middle East countries it ie now negligible., Trade with western Germany ‘
and the Unlon of Soviet Socialist Republics was in 1950 still well below
pre-war levels, but it increased in 1951 owing to barter agreements made
by Iran with western Germany and with the Soviet Union, as well as
comsreisl agreements with western Germany made by Egypt, Lebanon and
Turkey.

In 1950, for almost all Middle Eastern countries exports to "hard
currency” countries increased, while imports from them were generally
reduced, because of a shortage of dollars (table 6). The trade deficit
with thege countries declined appreciably, except for Turkey. In one
country, Egypt, a emsll surplus 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.

Geperally speaking, the balance of payments positiony of the
Middle Eastern countries lmproved during the year following the outbreak
of war in Kores. In those countries where merchandise exports provide
the bulk of recelpts of foreign exchange, nawsly the Anglo-Egyptian Sudan,

3/ Avallable balances of payments for different countries are discussed
more fully In chapter 3.
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Table 6. Value of Foreign Trade with Selected Hard Currency Countrieséj

1946 to 1951

(Millions of United States dollars)

country 1946 1947 1948 1949 1950 1951
First half
Egypt:
Tmport&......... 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 -Th .1 3.6 9.5
Iranzh/ 3
THportB.vevnan.. 3k.9 43.1 48.1 97.3 56 .4 32.8
Bxports....c.... 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
Irag:
Tmport8..e.v.s.. 11.1 20.9 21.0 19.8
ExportB.s.aevse. 7.1 k.6 h.5 2.k .
Balance....... -1 .0 -16.3 -16.5 -17.4 .
Israel/Palestine:
Tmports..eeees.. k8.2 65.2 123.8 123.6 60.6
EXports...uo.v... 23.h 8.0 R 10.8 8.2
Balence....... -24 .8 -57.2 -116.4  -112.8 ~52.4
Lebanon and Syrila:
TIMPOTEE ¢ v veevrns 2.7 52 .2 53.6 63.6 60.7 .
Export8.vioen... 7.5 3.3 1.8 3.0 23.0 .
Bala?ce ....... -17.2 -48.9 -51.8 -60.6 -37.7 .
Turkex:g
THPOrte . vveen.ns k6.5 98.6 81.2 85.0 85.2 33.9
EXPOrts.cvuvens. 66.2 2.5 52.9 53.1 51.6 k8.3
Balance.... 19.7 -26.1 -28.3 -31.9 -33.6 4 .h
Sources; Compiled from officlal trade statistice; figures refer to
movements of merchandise, which do not coincide in a limited periocd of

tims with actual receipts and dlsbursements of foreign exchange; rates of
convergion supplled by the Statistical Office of the United Nations.

Q/ Belgium, Canada, Portugal, Swltzerland and the United States, except for
Lebanon and Syria, for which data include only trade with Belgium,

Switzerland and the United States.

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

g/ Not Including imports under the United States Turkish aid programms,
vhich amounted to $72.4 million in 19%8, $55.6 million in 1949 and

$27.8 million in 1950.
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Bgypt, Syria and Turksy, the 1ncrease in exports reduced the deflcit om
current account. Available figures show an lmprovement in 1950, compared
to 1949, in all these countries except Egypt, which, however, registered
a 8lzeabls surplus on current account during the first half of 1951, On
tha other hend, during the second half of 1991, their position seems to
heve deteriorated.

In the remaining countries, merchandise exports play a relatively
minor part in the balance of payments. 1In Israel, donations and national
funds decreased slightly in 1950, while lmports rose, causing an increase
in the deficit on current account. In Ixan, a reduction In the import
surplus together with increased revenues from petroleum led to a marked
improvement in the balence of payments in 1950/51. During the following
year, howsver, the stoppage of oll opsrations caused a sharp deterioration.
In the other ms jor oll-producing countrises, namely Bahrein, Irmg, Kuwalt
and Saudl Arebia, increased revenues from petroleum resulted in an
1mprovement in the balance of payments in 1950 an@, to a greater extent, in
1951.
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Chapter 2

PETROLEUM

With about half the world®s proved oll resgerves, the Middle Fast in
1950 supplied 18.3 per cent of the world's crude petroleum {not including
that of the Unlon 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 fields, and the rise in output of crude petroleum has been accompanled
by construction of pipelines and expansion of other transportatlon
facilities. Refinery output has not kept pace with the sharp rise in
production of crude oil, most of which has been going to the expanded
refineries of western Burope. In 1950, the Middle East displaced the
Ceribbean as the leading exporter of petroleum, crude and refined products
combined. Persian Gulf oil has been gradually replacing that of the
Western Hemisphers in Europe and has even started to flow In ever larger
gquantities to countries of the Western Hemisphere. Although petroleum
consumption is increasing rapidly in the region, per capita consumption
remaine comparatively low.

The Tranian oil crisis in 1951 slowed down these developments, but by
the end of 1951 loss of Iran's crude petroleum had already been made up by
the increased output of other Middle Kast producers. Nevertheless, the
loss of products refined in Tran, especlally aviation gesoline and fuel
01l, was still boing Pelt in the Eastern Hemisphere. In other producing
countries of the region, the rapid development of the petroleum industry
has been responsible for increasing financlal benefits. Several
governments have pressed for greater shares in the profits of the
petroleum companies operating in their countries and, in some cases,
negotiations have led to the conclusion of new agreemsnts providing for
equal sharing of the profits. With the anticipated expanslon in
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preduction and the higher rates stipulated in those agreements, the
oil-produeing countrlies are likely to recelve larger revenne from
the petroleum Industry.

Production, Refining, Consumption and Exportis

Production and reserves

According to estimates made in early 1951, about 48,200 million
parrels (nearly 6,500 mi1lion metric tons™/), one-half of the world's
proved reserves, are located in the Middle East as against the estlimate
of 28,400 miliion barrels (3,800 million metric toms), or 37.2 per cent,
made in early 19&6.§/ During 1950 and 1951 exploration and drilling
activities continued in many countries of the reglon. TIn 1950, proven

acreage of oilfields increased in Saudl Arebia by 60,700 acres, to
191,000 acres; in Iran, by 18,000 acres, to 161,000 acres. There were
slso increases in the proven acreage of Egypt, Ireq end Kuwelt. TNew
o011fields were brought into production in Saudi Arabla at Ain Dar, and

in Iraq at Zubair, in 1951. Production inereased in many fields already
operating. The major discoveries made in 1951 were In RKuwalt, at Magwa
and in Saundi Arabla at Uthmeniyah. The latter was the first off-shore
discovery in the region. In the latter part of 1951, the exploration
activities of the Governments of Iran and Turkey resulted in discovery

of oilfields near Qum in Tran and at Garzan in eastern Turkey. The extent
and capacity of these fields are not yet established. Drilling operations
in 1950 resulted in the bringing in of 19 oil wells in Seudi Arabia, 18
in Iraq, 13 in Kuwait and 6 in Iran.g

l/ For convenience approximate equivalents in metric btons have been given
in parenthesis, using rates of conversion of warious products and
different crude petrolewums.

2/ Gulf Publishing Company, World Oil (Houston, Texas), 15 July 1951.
3/ ZIbid.
4/ 1bid.
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Petroleum developmsnt drogrammes in the region have heen accompaniad
by an expansion of oil-handling facilities, The most striking recent
develommont has been the completion of a 30 to 3l-inch pipeline, 1,068
mlles long, stretching from the Saudi Arablan oilfields +through Jordan
and Syria to Sidon in Iebanon. This pipeline, which has a capacity of
about 315,000 barrels = day (15.5 million toms a year), started opsration
In Decembor 1950 and reduces sea haulageqto Europe and the Western
Homlaphere by asarly 3,500 milsa.z/ The price differential of crude oil
at Sidon and in the Persian Gulf ls 66 cents a barrel (about $4.90 a ton);
for the 15.5 million tons which will be carried when the pipeline is
operated at full capasity bthis represents around 375 million.éf
Construction of another equally important pipeline, by the Iraq Petroleun
Company, from the Klrkuk field in Irag, to Baniyas in Syria, started sarly
in 1951 and is to be completed in 1952. This 32-inch, 30-inch and 26~inch
pipeline, with a capacity of about 275,000 bzrrels a day (13.5 million tons
a year) 1s to be 560 miles long, requiring around 170,000 tons of pipe.z/
In additlion, smaller plpelines wore lald in Iran, Trag, Kuwslt and Ssudi
Arabla. BExpansion of oil-handling facllities ineluded the construction
or extension of port facilitles and storage tanks In Iran, Irag, Kuwalt,
Lebanon, Qatar and Saudl Arabla.

The expansion of transportstion facilitles, the construction of
pipelines, and oilfield development, accompanied by increasing demand for
Middls East crude oil in world markets, resulted in a conbinuous rise in
production to mid~1951 in Iran, Irag, Kuwalt, Qater and Ssudi Arabia. The

5/ The pipeline reguired an investment of about $230 mililon, used around
270,000 tons of steel and utlilized the services of approximately 2,000
American technicians and 8,000 Arab workers (Journal du Commerce e et de
la Marine, Alexandria, 18 Octobar 1950) . It is operated between Qatif
and Qaidumah by the Arablan American Company and from the latter point
to Sidon, a distance of 753 miles, by the Trans-Arabian Pipeline
Company .

6/ This figure does not take Into account amortizatlon and operating costs.

7/ Gulf Publishing Company, World 0il, January 1951.
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natlonalization of the oll industry In Iran, which was followed by stoppage
of production In its major Tislds, lad Lo a sharp drop in the reglonis
cutput of cruds oll. But. the subssquent rise 1n production in Kuwait and
Saudl Arabla, and to a smller degree in Trag and Qatar, in the latter part
of 1951 made good the loss of ITranlan crude, which in 1950 represented

36 per cent of Middle Bast production. Table 7 shows monthly average
production of crude o1l in the Middle Eastern coumtries.

Refining
Refinery output of the Middle East increased relatively slowly until

the middle of 1951, when the shutdown of the Abadan refinery, largest In
tie world, caused a setback. In 1950 cruds petroleum runs to gtills wers
about 319 barrels (43 million metric tons), sgainst 301 million barrels
(40 million tons) in 1949, but in 1951 declined to around 250 million
barrels (33 million tons). Owing to the sharp increase in production of
crude petroleum, howsver, the Middle East refined in 1950 the equiwalent
of only 48 per cent of ite crude production as compared with 57 per cent
in 1949. The amount of crude run to stills and the supply of crude oil in
Middle 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 Bast rather than its products. Western European countries,
with the asslstance of the Organisation for European Economlic Co-operation,
have been increasing thelr refining capacity, the economic reasons for this
being their desire to help improve their balances of payments, to reduce
thelr 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 Furopean Economle Co=operation was estimated
at 43 million metric tons as against 21 million in the year 1948/49, and 1%
wag expected that the realization of plans under way would increase output
to 59 million tong by June 1953.8

8/ Organisation for European Economle Co-operation, Second Report on
Co~ordination of 01l Refinery Expansion in the OERE( Countries
(Paris, 1951).
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Table 8.

00

Refinery Operations and Imporits and Exporis
of Crude Peitroleum, 1950

(Thousands of barrels)

Supply of crude petroleum Cruﬁe Exports of
Countyry Tocal ITmports petroleum crude
production run to stllls  petroleun
Bahrell..cessesassers 11,016 46,287 56,900 -
Egyptecscecssscenenes 15,373 - 16,608 -
IPAN.. ooeeracnsvooas 242,473 - 191,175 49,640
Ir8Q0.ssessscsassneses 49,919 - 2,835 a/ k6,099
I8r801csecesssevsnnes - 1,670 1,532 -
Kuwalteeesessossonnas 125,722 - 7,794 116,696
L1obanon. cevsssscssses - 3,682 3,682 -
QAtAT: csosvsossscacss 12,268 - - 11,700 a/
Saudl Arabifie..ess... 199,547 - 38,364 153,036
TUTKET vesvoosnnnasons 5k - 52 -
Total 657,372 51,639 318,942 377,171

Source:

United States Department of the Interior,

Petroleum Statistics (Washington, D.C., 1950).

a/ Estimated.

Bureau of Mines, World
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There are no plans at present for large-scale extension of the
refining capacity of the region. An importent 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. Stepe taken for the comstructiom of a 200,000-ton
refinery at Batman, in Turkey, the building of & one million ton refinery
near Baghdad, in Irag, at a cost of $25 million, and expansion of the Suez
refinery in Egypt by the Governmsnts of the respective countries are only
for the prupocse of mseting local needs for refined products. A refinery
with a capacity of 13,000 barrels per day (650,000 tons a year) to be bullt
by the California and Texas 01l Company in Sidon, Iebanon, will mset local
congumption and supply bunker fuel for tankers. It appsars that the existing
refineries in the Middle East will in fubture supply larger quantities of
refined products to the Far East, eastern Africa and the Middle Fast as the
needs of Burope are met to an increasing extent dy its own refineries.

The bulk of the refinery output of the Middle East consists of
residual fuel oil. As 18 shown in table G, In recent years residusl fuel
o1l has constituted nearly one-half of the total outpubt; motor fuel around
one fifth; kerosene under one-tenth; and distillate fuel oll and other
products the rest. WNo lubrication oil was produced in Mjddle East
refineries, and aviation gasoline was produced only in the Abadan refinsry,
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 s year), which constitutes over one-half of the refining
capaclty of the region, has been practlcally 1dle since August 1951. The
refinery processed 23.6 million metric tons of crude oil in 1949 and
ol 4 million toms in 1950. Part of this refinery resumsd operations on
2 Wovember 1951 under local technicians, mpeting local neede estimated
at a little under one million tons a year.

The Refinery at Halfa, which has a crude charging capacity of 84,000
barrels a day {over 4,000,000 tons a year) and which, because of the
cloging of the pipeline from Irag and the interruption of shipments from
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other Middle Eastern countries to Israel following the Arab-Teraeli war,
operates at only partial capacity on imports of crude from Venezuela,

had an Iinput of 1,532,000 barrele (220,000 tons) of crude in 1950 as
against 590,000 barrels (85,000 tons) in 1949, At the end of 1951 it was
bhandling 16,800 barrels g day, representing an annual rate of about
850,000 tons, The input of Bahrein refinery in 1950 was 56.9 million
barrels (7.7 million tons) compared with 56.1 million barrels (7.6 million
tons) in 1949, while the crude input of Ras Tanurs refinery declined from
46.3 million barrels (6.2 million tons) in 1949 to 38.h million (5.2
million tons) in 1950. The refinery at Kuwait, which started opsration
late in 1949, had a throughput of 7.8 million barrels (1.1 million toms)
of crude in 1950. By the end of 1951 the last three refineries hed
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 Middls Bast itself has been

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

In 1950 approximately 5.5 million tons of petroleum, that is, about
20 per cemt more than in 1949 and almost Five times as mich as in 1937, were
used in the region for local consumption. An additional 2 to 2.5 million
tons were consumsd by the refineries of Abadan, Bahrein, Kuwailt and
Bag Tanura. Bunker oil suppllied by the Middle East amounted +o sbout
8 million tons in 1950, against approximately 6 million in 1949 and
2 million 1n 1937.

Desplte the growing local demand for petroleum products, per capita
consumption remains comparatively low. In 1950, for the world as a wholse,

2/ Anglo-Iranian 01l Company, Anglo-Iranlan®s Operations outgide Iran
(London, 16 November 1951).
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it was at the rate of 240 kilogrammes per year, and for the Middle Fast
cloge t0 160 kilogrammes but 1f the amounts consumsd by the petroleum
industry and those used for bunkering are excluded, per capltal consumption
was around 55 kilogrammss.

The grester part of the petroleum consumed in the reglon comeists of
fuel oll, especially in countries where coal resources are relatively emall;
kerosene 18 next in importance. Table 10 shows the amounts consumed by the
principal countries of the Mlddle East.

Exports
The pattern of the world's oll trade has undergone a drastic change in

recent yeare. World consumption of petroleum has been increasing at the
rate of about 10 per cent annmually; supply of oll from msjor sources is
also rising, at varying rates. The petrolsum surplus of the Western
Hemisphere, which traditionally supplied the major portion of Europe's
demand for oil, has been declining in recent years despite large incroases
in production. The United States, until recently ome of the world®s chief
oil exporters, has becoms the largest single net importer of petroleum since
1949. fThe Caribbean area, largest exporter of oil in the world until 1949,
and the mein supplier of Europets petroleum requirements, has been shipping
inereasing quantities to countries of the Westerm Hemisphere and especially
t0 the Unlted States, while its exports to other parts of the world, mainly
Europs, have declined.

The sbarp rise in the consumption of petroleum products in Europe
and the favourable competitive position of Mlddle East petroleum have
greatly increased the demands on this area. The growing consumption of
the Middle East, as woll as of Africa - with the exception of the western
part of Africa - is dependent on Middle Bast production. In addition, even
countries of the Western Hemisphere, like the United States, Canada snd
Argentina, have imported increasing quantities of Middle East crude in
recent years. 1l shipments to the Far East, another major 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 reglon 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 a/

1937, 1949 and 1950
(Thousands of metric tons)

Country 1937 1949 1950
AfghaniBtan. .viveeeavuase 3 20 o
Anglo-Egyptian Sudan..... 18 127 120
CyPIUS . v nerrnssnans cenes 26 72 85
B Dbecernvesnnnnena R Lot 1,418 1,933
Iran?/................... 172 780 8o
IrBG. v iteennsnensansnns as 518 619
Israel/Palestine......... } ( 430 655
J‘orclang_ 146 ‘% 50 53
Lebapon....... rereeneane) 7 43 -( 264
2 O ( 231
TUPKOY s venscsnncarasnnsas 90 k32 %13
Total 1,121 b 195 5,2353/

Source: Statlstical Office of the United Nations; Jran: Unlted
States Department of the Interior, World Petroleum Statistics; and
Iranlan Minletry of Finance, General Statlstical Bulletin, Tos. 6
andi T; Annnalre statistique du commerce exterleur de l’Iran.

a/ Apparent consumption, exclusive of bunker fuel.

:g/ Excluding refinery consumption; figures are for Iranian yoars
beginning 21 March of the years indicated.

¢/ Including 1949 figure for Afghanistan.
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the Interruption of Iranian exports in the second half of 1951 affected
this leading position. I}es;pite the post-war increase in Mlddle East
production, the Esstern Hemisphere 1s still drewing, though in decreasing
quantlty, on the Western Hemisphere®s petroleum for its deflclt. Whereas
in 1947 the Eastern Hemisphere met from I1ts own resources TO per cent of
its demand for petroleum, estimated at 120 million tons, in 1950 1t met
92 per cent of its demand of 160 million tons -12/

The export surplus of petroleum in the Middle East increased from
about 26 million tons in 1946 to sbout 73 million tons in 1950, while the
Caribbean area surplus increased from 51 million tons to Tl million tons.

In the same poriocd, 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 againet a surplus of over 8 million tons in
1946 A/

Exports of crude and refined pstroleum from the Middle East, excluding
transfers within the region from producing areas to refineries, wers around 540
million barrels (73 million tons) in 1950 as against 425 million (57 million
tons) 1n 1949. There was a sharp increase in exports of crude oil, meinly
because of increased demand arising from the development of Europel!s refining
industry: exports in 1950 were 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 chief exporters of crude petroleum in
1950 were Kuwait, Saudi Arebla, Tran, Irag and Qatar.

Exports of refined products increased from about 27.5 million tons in
1949 to 28.5 million in 1950. Before Abadan stopped exporting, on
2k June 1651, 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 oll, and Kuwait has also started to export small
amounts. Israells exports of refined oil ceased in mid-1948, and have
not resumed. Table 11 provides an estimate of the 1950 exports of petroleum
products from six countries.

Ae regards direction of exports, petroleum shipped to countries west

10/ World 0il, July 1951.
11/ 1Ibid.



Table 1L. =Exports of Major Petroleum Products
from Selected Countrles, 1950

(Thousands of barrels; estimated)

Fuel oil
Exporting Crude Motor (d1stil  Residual
country Petroleuws fuel  Kerosens  late)  fuel oil Total
Bahrein..... - 15,380 5,615 9,317 19,565 49,877
Iran........ k9,640 28,9899‘/ e .. 103, 160-/ 181,789
TraGe.een... 46,099 - - - - 46,099
Tuwait...... 116,695 - - 1,543 871 119,110
Qatar....... 11,700 - - . - 11,700
Saudi Arabla 106,7h99/ 7,617 2,900 8,890 7,275 133,43 19./

Total 330,88&9/ 51,986 . . 5#2,0063/

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

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

¢/ Excluding exports of 46,287,000 barrels of crude from Saudi Arebis
to Bahrein for refining.
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of Suez amounted to sabout 52.5 milllon tons in 1950,—13/ compared with

k0 million tons in 1949, and represented about T2 per cent of the Middle
East®s total 1950 petroleum exports as against 69 per cent of 1949 exports.
The greater part of these exports to countries west of Suez consisted of
crude oil, approximetely 27.5 million toms in 1949 and 41 million in 1950.
Of the balance of Middle East exports of crude and refined oil, the bulk
wag shipped to countries east or south of Suez,

At present the Middle Iast mpete over three-guarters of Huropefs
requiremsnts of petroleum. The largest ilmporier in recent ysars has been
France, to which in 1950 about 95 million barrels (12.7 million tons) of
oll were ment, through the Suez Canal or from the Tripoll terminals of the
Ireqi pipelines, compared with 75 million (10 million toms) in 1949. fThe
corresponding flgures for the United Kingdom were 81 million barrels
(10.8 mi1lion 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 Sweden, 12
million barrels (1.6 million tons) and 9 millijon H/ United States imports
from the Middle Eest were 47 million barrels (6.3 million tons) in 1950
compared with 39 militon (5.2 milllon toms) in 1949.

Part of the oll of the Middle East was shipped to countries east of
Susz. India imported 2.7 million tons of fuel products in 1949 and 2.8
million in 1950; Ausiralia %.2 million tons and 4.6 million tons,
respectively, in 1948/49 and 1949/50 .}-}i/

The interruption of crude and refined petroleum exports from Iran in
mld-1951 deeply affected the pattern of world petroleum tisde, In the first

half of 1951, crude petroleum exports from Iran had been at the rate of about

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

}_2_/ Calculated from figures published by the Susz Canal Company, adjusted
10 include exports from Traq.

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

y_g/ The figures given in this paragraph are taken from the foreign trade
statistice of the ilmporting countries.
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450,000 barrels {60,000 tons). The latter included over 200,000 barrels
(30,000 tons) a day of fuel oil and approximately 18,000 barrels (2,000
tons) a day of aviation gasoline. After June 1951, these quantities
disappeared from the world market. Great efforte have been made to replace
them by products from other mources, especially from Kuwait, Sasudl Arabia,
the United States and Venezuele, as well as through incressed activity

-of European refineries,

By the snd of 1951, world ocutput 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 asres wae
whipping epproximately 1,800,000 barrels (240,000 tons) a day of crude
ae ggelinst 1,720,000'barrels (230,000 tons) a day in April, representing
an increase of 80,000 berrels (11,000 tons) a day notwithstanding the loss
of Iranian exports. This increase, augmented by soms 140,000 barrels
(19,000 tons) a day of crude peitroleum previously exported to the Western
Hemisphere, was added to the shiyments of crude from the Middle Fegt to
Turope for refining.

In the same period output of refineries in the Persian Gulf area,
excluding Iran, rose by about 50,000 barrels (6,700 tons) a day, and Europe's
daily refinery runs increased by around 250,000 barrels (35,500 tons). o
moet the deficits, the United States Increased its shipmente of refined
products to the Eastern Hemisphere by nearly 200,000 barrels (27,000 tons)
a day, and the Caribbean area increased 1ts exports of refined oll by about
25,000 barrels (3,400 tons) = day.

In view of the growing world demand for petroleum products, these
increases have hardly covered all requirements. Shortages of fuel oil, and
especially of aviation gasoline, are stlll being felt; stocks in Burope, and
84111 more in the Far East, have declined drastically. The growth in the
volume of International shipments of petroleum, together with the dislocation
of the previously existing pattern, has resulted in a shortage of tankers.
The chief cause of the shortage hes been the fact that Abadan's shipments
of refined products to countries to the east bave had to be replaced mostly
by Middle East crude, refined in Furope.
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Tanksr construction, though progresesing fairly rapidly, hes not kept
pace with the demand. pAs a result, the spot tanker rate, which was below
the United States Maritime Commisslon rate in early 1950, incressed to
about 150 per cent of the latter early in December 1951.&5/ But prices of
Middle East oil products were not affected by these developments. JCrude
0il, the main export item, was quoted at the end of 1651 at the same price
a8 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
$2 .41 per “be;.r:rel,l‘é throughout the year.

Changes in Terms of Payment and Use of 01l Revenues
for Development Purposes

In March 1951, following prolonged and unsuccessful negotiations
between Iran and the Anglo-Irenian 01l 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 oll production in the Middle East,
regulting in a large margin of profits for the petroleum companies, had led
governmonts to demand an increased share in oil revenues. In 1948 the
the receipts of oll-producing countries had been the equivalent of between
13 and 32 cents per barrel of crude, On 20 Psbruary 1949, the Government of
Saudl Arabla and the Pecific Western 011 Corporation signed a concession
agreement for the exploitation of oll in the Neutral Zone (shared equally
by Kuwait and Saudil Arabis) which provided for royalties and profit-sharing
arrangemonts totalling more than twice the highest rates hitherto paid in
the Middle East. Although production has not yet begun in the Neutral Zone
the agreemont itself was onough to strengthen the bargaining position of
the governmsnts concermed. In the courss of demands dy the oil-producing
countries for higher revenues from oll operetions, reference was frequently
made to the above-mentloned agreement and to the equal profit-sharing
formula applied in the Venezuelan oll industry. Towards the end of 1950, a
formula providing for equal sharing of profits was introduced by the

- e,

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

16/ Petrclewm Press Bureau, Petroleum Press Service (London).
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Arsbian American Oll Company for its operations in Sauwdi Arabia, and
simlilar agreements were later concluded in Traq and Kuwalt. The more
important of these revisions are summarized in the pages that follow.

Saudl Arabis
TIn 1949 the Government of Saudi Arabla began to press the Arabian

American 01) Company for a higher share in its profits. Negotiations
between the Government and the company led to the conclusion of a
supplemental agreement on 30 December 1950 resolving a number of long-
standing problems. The most important feature of the new agreement is
the provision for payment to the Seudil Arablan Government of a share in
the company's net operating revenues in Ssudl Arabia. Reportedly, the
Saudi Arebian 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, depreciatlon, exploration and
develomment expenses, and foreign government taxes, including United States
income taxes. The amount thus arrive at is to stand in lileu of all previous
types of payments, including royalty, income tax, import duties, viea fees
and port charges.l Payments by the company may not fall below the fixed
rate of royalty, plus taxes, hitherto paid. The exact basis for the
waluation of petroleum products and calculation of net operating revenues
has not been disclosed.

Another important provislon is that monetary transactions between the
Saudi Arabian Government and the Arebian American 0il Company will be
carried out at the intermatlonally accepied rates of exchange,ié/ and that

17/ Petroleum Publishing Company, Oil end Ges Journal (Tulsa, Oklahoma),
11 January 1951.

%§/ Prior to this arrangement the company had to buy the local currency it
required from the Saudi Arablan Government at a premium. Moreover, the
royalty of four shillings gold per ton, stipulated in the original 1933
concession agreement, had been pald since the special agreement of 1948
on the basis of the gold sovereign, valued at $12.00, as against the
Tnternational Monetary Fund rate of $8.24k, thus increasing royalties
per barrel from about 22 cents to 32 cents.
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payrent to Saudl Arabia can be made 1n any currency which the company
recelives and in the mams proportion that the receipts of such currency
bear to total recelipte.

Under the terms of the new agreement, the Governmsnt of Saudi Arabia
is, reportedly, to recelive 55 cente a barrel. On this basis, Saudi Arsbia’s
receipts in 1950 may be estimated at $110 million ($45 million more than it
would have been entitled to under the previous agreement) as agalinst
approximately $55 million in 194%9; and the 1951 receipts may be estimated at
around $155 million.

A major portlon of this revenue has been used for the current
expendlture of the Government of Saudil Arabia, but development projects
have alao received a substantial share. It has been estimated that the
Government has spent about $30 million s yesr of 1ts oil receipts on public
worke 52/ Owing to the lncrease in amounts available for capltal
expenditure, there has been greater development of transportation facllities,
lrrigation systems, and agricultural resources, as woll as other improvements.
In many cases the Arabian American Oil Company has helped the Government In
carrylng out these projects and on certain occasions 1t has undertaken
develomment projects on behalf of the Government. In October 1951, a
556-kilometre railroad connecting Damman with Riysdh was completed at s
cost of about 175 million riyals, including 28 million riyals used for the
construction of the port of Damman -2-9/

Early in 1951 the Government silgned & $8.% mililon contract with a
British firm for the construction of a road between Jidda and Medins ,E-'L/
and in July announced the allocation of about $1.6 million for improvement
of roads and the water supply at Mecca %/ gonstructlon of a Jetty st
Jgildda, on the Red Sea, was finished in 1951. Alr traffic transportation in
particular hae made a striking development. Early in 1951, there were

19/ Petroleum Press Bureau, Petrolsum Press Service (London), February 1951.
20/ Le Commerce du Levant (Beirut), 3 September 1951.
21/ Ibld., 30 September 1951.

22/ The Middle East Institute, Middle East Journal {Washington, D.C.)
vol. 5, 4 November 1951.
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around twenty-five airfields in Saudi Arabia,gi/ and an increasing numbsr
of pilarims travelled by plane. In the field of agriculture, the expansion
of the water supply by drilling wells and Installing pumping equipment has
made it possible to extend cultivation. Tractors have also come into use.
Other improvements consist of the installation of telephones, the bullding
of a broadcasting station and generating plants, providing piped water,

and constructing schools, hospitals, warehouses and other builldings. A
soap factory was completed in early 1951. In addition, an Egyptian firm
gsecured & contract at BE650,000 for comstruction of a sewage system in

Mecce. .

Irag
Until 1950, Irag®s recelpis from the oil operations of the Irag

Petroleun Company Limited, the main producer in Irag, were at a royalty
rate of four shillings gold per ton of oll exported, equivalent to about
22 cents per barrsl.

Following ennouncement in July 1949 of the proposed revision in the
terms of payment of the Anglo-Iranian Oil Company, negotiations begen
vhich, in August 1950, led to an agreement raising the royalty rate Trom
4 ghillings 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 amnounced in Baghdad on 13 August 1951. Thie provides
Ffor enother form of equsl profit-sharing, before payment of foreign taxes.
Profit is determined by deducting from the walue of crude oll at Iraal
borders the cost of production, overhesd and transportation to the Iragi
bordera.gﬁ/ Iragts 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 Mosul Petroleum Company, at the eastern
Mediterranean ports; and 33-1/3 per cent of the crude oil, produced and
trangported by the Basrah Petroleum Company, at the Persian Gulf port of

23/ Petroleum Press Service, February 195L.

24/ At present costs and prices, it is agreed that the price of crude
o0il of Kirkuk guality will be 94 shillings per long ton at the
Iraqi/Syrian border, and 81' shillings and 9 pence per long ton at
Feo, and that costs will be 23 shillings in 1951, declining to 13
shillings in 1953 and thereafter.
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Fao. The Government of Trag may tele in kind at seaboard terminala,
12-1/2 por cent of the crude oll produced in Iraq at f.o.b. posted prices.
It is estimated that at current costs and prices, Iragq's revenues in 1951
were around 35 shillings sixpence per long ton of oil (66 cents per barrel).
The agreement stipulates that the minimm rate of production will be
22 mi1lion long tons s year of cruds oil from the Trag and Mosul companies
for 1954 and afterwards, and 8 million long tons from the Basrah company for
1956 and thereafter. Thus, oil production in Irag 18 expected to increase
from 6.6 million tone in 1950 to at least 30 million long tons in 1955.
In addition, the companies have undertaken to supply the ome-million-ton
government refinery which will be built at BaiJi, near Baghded, with crude
oil for loeal consumpbion at g cogt price of flve shillings sixpence per
ton (about 10.3 cents per barrel); the cost of transporting this oil will
be borne by the Govermnment. Other provisions of the agreement deal with
the following: training of Iradl employese at Kirkuk and in British
universities; employment of Iraql workers as far as possible; appointment of
a number of Iraqi directors to the boards of the companies; payment of $1k
million in settlemsnt of past disputes; payment of a minimum of $14% million
a Yyear, for two years, in case of compulsory shutdown of operations; and
revision of terms of payment 1f neighbouring countries conclude arrangements
with o1l companies containing hetter terms of payment 2_2/
According to the terms of the agreemsnt just described, Iraq's
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 $1k
million settlement fund), and were expected gradually to rise to around
$165 million in 1955.

Kuvalt

Tntil 1951 the rate of royalty paid to Kuwait had been the lowest in
the region. The peyments of the Kuwailt O1l Company consisted of three
rupees per ton of oil as royalty plus ome-fourth of a rupese per ton in
lisu of taxes.—a—é-/ Develuantion of the rupee in September 1949 brought

25/ Agreemsnt of 3 Februery 1952 between the Covernment of Irag and Irag
Petroleum Company and assoclates.

_2__6_/ Arablan American Oil Compeany, Summary of Middle East 0il Developments
(New York, 1948). '
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Kuvait®s receipts from the equivalent of 13 cents per barrel to around 9
cents per barrel. On 3 December 1051, an agreement providing for equal
profit-sharing was announced in London, This agreement, which was to be
effoctive from 1 December 1951, imposed an income tex 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 cente a barrel at 1951
costs and prices.gZ/ Kuwait®s receipts from the operations of the Kuwalt
01l Company amounted to the equivalent of about £3.9 million in 1950,
against 2.8 million in 1949. It was expected that its revenues from the
company’s operations in 1951 would emount to nearly $30 million, and in
1952 to about $140 million, as & result both of changes in terms of
payment and of increased production.

Part of Kuwait's oll revenues have been utilized for building hogpitals
snd schools and for improving the city of Kuwalt. OSince Kuwait has no
drinking water, work is proceeding on the congtruction of a water distillation
plant, estimated to cost about $8.5 million, with a capacity of one million
gallone per day, to be completed in 1953. In addition, Kuwalt has been
negotiating with the Government of Irag regarding construction of a water
pipeline to draw water from the Shatt al Arab to Ehwait.gg/ A power plant
costing about $7,000,000 will also be built.gg/ These projects can absorb
only a fraction of the increasing funds which are accruing to Kuwalt 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 approximately 170,000 -
are limited.

The foreign trade of Kuwait has flourished as a result of these recent
developments, and of increased forelgn exchange receipts from oll
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

27/ The Journal of Commerce (New York), k December 1951.
28/ petroleum Publishing Company, Oil and Gas Jowrnal, 22 November 1951.
29/ The Economist (London), 18 December 1951.
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the year ending in March 1950; some of the imports were for re~export.
Excluding petroleum shipments, exporis and re-exports lncreased from
$128,600 to $6.4 million in the same years. 9

Bahrein

Under the terms of the concesslion agreemsnt, the Sheikh of Bahrein
recelved three and ome-half rupees per ton of crude oil, equiwelent to
about 1% cents a barrel before the September 1o4g demluation.ll/ Tn 1950,
the Bahrein Petroleum Company reportedly agreed to increase 1ts payments to
10 rupees per tom - about 29 cents a barrel - effective from January 1050,
and subsequently another supplemental agreemsnt was made, In 1951,
increasing further the payments.

Behrein's revenue from oll was about $1.6 million in 1948, increasing
to sround $3.2 million in 1950. One-third of these revenues is essigned
the Sheikh and his family, and the balance 1a partly set aslde as reserve
funds and partly used to Tinance the cuwrvent expenditures of the Government
a8 well as develommsnt prolects. 2

30/ Middle Esst Economist and Financial Service, (Forest Hills, New York),
June 1951; and Unhited States Deparimesnt of Commerce, Inbternational
Reference Service, Arablan Peninsula Areae, vol. V¥V, No. 92,

November 1948,

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

J.H.D., Belgrave "The Future of the Bahrein Islands", The Arab World,
(London), October 1951.

i’ﬁE
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Chapter 3

TRENDS IN PRODUCTION ARD PRICES IN SEIECTED COUNTRIES

Egypt

The mogt important factor in Egypt's economic situation during the
perliod under review was the sharp rise In +the price of cotton. This
increased considerably the value of Egypt's exports, but imports grew
correspondingly, giving rise to an import surplus in these years. The
deficit in the balance of payments was, however, more than covered by
releages from sterling balances. The expansion in incomes which came from
the increased value of cotton exports, and 'the rise in import prices, as well
ag the budget deficit of 191&9/50 , wore Tesponsible for the rise in wholesals
prices, which, In 1951, were about 15 per cent above the previous post-war
peak of 1948.

Owing to the relaxation of restrictions on acresage, production of cotton
regained the pre-war level in 1948, but fell slightly below it in the
following years (tabls 12}. Prices for Egyptian cotton, which in the early
post-war pericd had followed the trend of American prices, rose sharply in
1948, partly owing to demand from Europs, where the dollar shortage persisted,
but there was a dowmmrd tendency during the latier half of the year and the
first half of 1949. 'The devalustion of sterling and of the Tgyptian pound in
Septewber 1949, and the Increased demand for cotton from soft currency areas,
stabilized the price of Egyptlan cotton during the followling months, while
prices of cotton from the United States at first declined, then rose slowly.
The outbreak of war in Korea 1n 1950 was followed by & sharp increase in
cotton prices, which lovelled off in the spring and summsr of 1951, declined
in the fall, followlng the amnouncement of a large crop in the United States,
and recovered towvards the end of the year when the previous estlmte was
reduced. From the beginning of 1951, the Government of Egypt pursved B policy
alming at mintaining the mrice of cotton by fixing minimim prices, and,
later, by undertaking to buy avy amount of cotton tendered at those prices.
The purchase of cotton wes financed by the issulng of Treasury bills. TIn
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Teble 12. Egypt: Production, Prices and Exports of Cotton

1947 to 1951
Pricesg in Alemndria—llz/ Exports
Prodnction Long Medlum Prices Quantity Value
Pericd (thousands of staple staple in (thousands (millions
metric tons)s/ (Earmak (Ashmuni  United ., of metric of Egyptien
"good") "good") statest/ tons)d pounds)d

[y 286 45 42 ha,32 3k, b 336 69.3
1648, . esoerses %00 90.79 66,08 33.8 345 113.3
19492

JUNO w0 rssenns .o 75.68 4,20 32,8 1% 58.9

December..... 391 78.66 75.18 30.3 359 106.1
19501

JUN®.oeseaooe oo h, 76 .o 33.8 203 T1.7

DecembeY . ves 377 126,48 124,09 Lo.6 387 149.8
18512

JUNG.sveoones oo 162.60 117.01 L5,2 ceq 105.5

DecombeT. «a. . 345 161.25 99,81 42,0 22 143.6¢/

Sourcet Natlonal Bank of Egypt, Economic Bulletin; Food and Agriculture
Organization of the United Nations, Food and Agriculturel Stetistics (Rome)s Egypt,

Ministry of Finance, Mopthly Survey of Fore Trade; Internationasl Cotton Advisory
Committee, Cotton Quarterly Statistical Builetin (We.shington, D.C.).

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

b/ TIn tallaris per cantar, One tallarl equals 57 cents (post-devalvation rate) and one
cantar equals &4.9 kilogremmese; average for year or month specified.

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

§/ Exports during period ending on date specified.

e/ TWovember.
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January, the export tax on cotton was doubled to EE8 psr 100 kilogrammes, as
an anti-inflatiorary and revenue-raising measure, but in May it was reduced
to its pre-war level to stimulate exports.

The value of cotton exports in 1950 was over three tilmes as great as in
1946, and during the first helf of 1951 a rate almost five times as high as
that of 1946 was achleved. Exports of other commodities, however, showsd
very little increase, while the value of imports rose by two ard a half tines
botwoen 1946 and 1950. The min slewsnts of Egypt's balance of payments are
shown In tabls 13.

Except for 1949, all the post-war years showed a deficit on current
account but, taking the perlod as a whole, thls was more than offset by
re leases from Egyptis sterling 'balﬂnces.g'-/ In 1950, Egypt had a surplus in
its current accounts with hard currency countries, owing to several factors:
the large lncrease in exports of cotton to the Unlited States; the declins in
imports from the Unlted States and Canada; ingistence on dollar payments for
exports of rice and some varieties of cotton; use of transferable sterling
for payments to Belgium, Sweden and Switzerlandg/ s apd the purchase of dollar
goods from non-dollar countries against payment of Egyptian pounds. This
surplug bas been used to increase gold and dollar reserves, partly as a
cover for the note issue. Egyptlan gold reserves and balances in United

1/ The latest Anglo-Egyptian agreement, signed 1 July 1951, provided for
the release of E150 million, out of Egypt's £230 milliorn of blocked
sterling, during the mext 10 to 13 1/2 years. During the period 1951 to
1560, amual releases are to be Bl0 milllion, Egypt having the right to
draw an additlonal 5 mlillion, to a total of £35 million during the
period, should its free balances fall below 45 million. Provision was
also made for the release of an additiormsl ¥1k million in dollars in 1951.
Moreover, Egypt is to be assisted by the United Kingiom in obtaining
petroleum products agalnst payment in sterling, to a2 total value of
E11 million in each of the ten years, 1951 to 1960 (International Monetary
Fund, Intermational Finsanclal Wews (Washington, D.C.), 23 March 1951).

2/ Interrational Monetary Fund, Intermatioral Fimancial News, 1 December
1950.
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Teble 13. Egypt: Principal Items in Balance of Payments, 1946 to 1950

(Millions of Egyptian pounds)

Ttem 1946 1947 1948 1949 1950
Credit:
Proceeds of eXportBosccscce HLo9 67.2 132.6 138.7 164 .8
Shippingcccccscsosscscassae  oa . oo T.9 TeD
Sue? CanBl.cesscessssscsscs s oo 18.k 23.0 26,2
British army expenditures.. 20.7 11.5 23.1 11.5 13.0
Other crodit itemBecececoss  30.4 32.5 20,6 35.8 36.8
Total 103.0 111.2 194 .7 216.9 268.3
Debits
Payments for IMPorts....... 88.6 100,k 162,5 158.3 221.7
ShipDing.ececcecosssooossces oo .o oo 8.8 7.0
Interest, dividends and
other IevenueB...seeeesee 121 8,7 6.8 13.7 15.8
Expenditufes of touristis,
pilgrims and otherBiceses L,7 2.5 7.2 10.k 8.9
Other debit itemSsveesccess 17,0 31.3 30.4 20,8 28.9
Total 1224 12,9 206.9 212.0 282.3
BA1ANCE.sssssssscssvasasa =10.h ~31.7 -12,2 k.9 -14,0
Reduction in sterling
b8lANCEeBeooocsosssesces 11,8 3T.1 k.9 21.7 29.0
Tnerease in gold and
forelgn ©XChANge..seces o 3.9 3.6 19.h 23,0

Sources Nationsl Bank of Egypt, Economic Bulletin.
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States banks rose from $82 million at the end of 1948 to $116 million in
1949, $17% mwillion in 1950 and $284 million in 1951.3

One of the reasons for the growth in Egypt's imports has been its
increasing deficlency in foodetuffs, notably cereals and sugar, due to the
rapid increase in population. During the post~war years, restrictions on the
area planted to cotton were graduslly relexed, and cereal acreags decreased
(table 14). Maize yields declined, while the wheat yleld remained
uncbanged, resulting in a decline in the total cereal crop. Imports of
cereals of all kinds rose from 16,000 metric tons in 1938 to 595,000 in 1549
and 614,000 in 21.950,h but against this should be set an increase in exports
of rice, from a pre-war average of 97,000 tons to 309,000 toms in 1949 and
174,000 tons in 1950. TWet lmports of refimed sugar in 1950 totalled 115 ,000
tons, agalnst exports of 42,000 toms in 1938; at the sams +ims imports of raw
sugar 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.

Tn 1949, most Egyptian industries began to feel acutely the impact of
forelgn competition, and production in certain branches wvas curtailsd. The
declared net profits of eighteen industrial companies with a combined paid-up
capltal of ¥E9 million, fell from a peak of IE2,334,000 in 1947 to TE2,166,000
in 1948 and IE1,951,000 in 191&9.2/ Data for 1950 are Incomplete, but show an
increase; in 1951 there was a distlnct expansion in industrial activity,
stimulated by the rise in lncomes and prices, and profits increased
appmciably.é-/

g/ Intermational Monetary Fund, Internatiorsl Fimancial Statistics. During
ths firgt half of 1951, exports exceedsd imports for the first tims since
the outbreak of the Second World War, and the balance of payments showed a
surplus on current account. This favourable situation does not, howsver,
seem to have prevalled during the second half of the year, when deficits
vere incurred, mainly in transactions with soft currency countries.

y Natioral Bank of Egypt, Economic Bulletin, No. 2, 1951.
2/ Banaue Belge et Intermationale d'Egypte, Etudes financisres.

é/ Dividends dlstributed in 1950 by all Egyptian corporations amounted to
F211.6 million, against ¥£10.% million in 1949 (L'Egypte industrielle,
Cairo, November 1951).
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Table 1. Egypb: Ares and Production of Principal Cereals

Pre-war, 1945 and 1948 to 1951

(Area in thousands of hectares; production in thousands of

metric tons)

Years Wheat Malze Rice Barley Total
1934 -38:

ATOR.vivensonsonsnes 588 649 17k 113 1,50k

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

ATOB.cvesacansonnancs 692 789 265 151 1,897

Production.cesee s 1,182 697 866 262 4,007
1948

AT .cceneianorsncas 637 652 330 92 1,711

Production..cesscess 1,080 1,409 1,308 167 3,96k
1949:

AYTOB cvnuannen ceneace 595 628 295 Tl 1,589

Production.seeseease 1,167 1,250 1,168 138 3,723
1950:

ATE8 v vavssnsevccasse 576 610 26k ko 1,529

Production.eeeve o 1,018 1,306 1,242 91 3,657
1951

Are&-«.-loouu-.-uunh 629 695 291*‘ 50 1,668

Production....essess 1,194 1,446 1,260 99 3,999

Source: Food and Agriculture Qrganization of the United Nations,

Yearbool of Food and Agricultural Statlstles; Monthly Bulletin of Food

gnd Agricultural Statistics.
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The Government made many efforts to help Egyptian industry, especially
the cotton textile industry, where capacity ls now twice as great as 1t wms
before the war and production two and a balf times above tho pre-war level.

In October 1949 duties on yarns were doubled and those on cloth were raised
appreciably. In the following year, duties on raw materilals and machinesry
were reduced and those on wheat and mize eliminated; at the same time dutiles
on luxuries and some manufactured goods wore raised. A subsidy was granted
to exporters of cotton yarn, to offset the differential between the prices of
Egyptian cotton and of forelign cotton. In May 1951, all imports of industrial
mchinery wore exempted from customs c"lu'bieaf;.rr These measures had little
effect on imports of cotton yarn and cloth, which were already at a low level,
but they stimlated exports of yarn, which increased from 10 tons in 1947 and
L2 tons in 1948 to 4,732 in 1949, 5,263 in 1950,§/ apd 5,715 in the first
eight months of 1951.

As table 15 shows, oulput generally increased, but some industries found
difficulty in disposing of thelr products and accumlated Inventories.
Recently established factories not represented in the table include a chemical
fertilizer plant, & motorcar assembly plant, a& large shoe factory and a small
steel will.

Some evldence is available of &n lncrease in comsumption in 1950,
resulting from higher Incomes of cotton producers. The caloric contents of
food supplies available per capita in 1950/51 have been estimatedat 3 per cent
above the amount in the preceding year; this however, is still slightly bslow
the pre-war level. Sugar consumpbtion has steadily increased, from 135,000
tons in 1938 to 252,000 in 1949 and 263,000 in 1950.-3-'2/ Consumption in 1951
vas estimted at 270,000 tons.w};'—/ Avallable supplies of cotton plece-~goods

7/ International Monetary Fund, Intermational Fimancial News, 18 May 1951.
8/ L'Egypte_industrielle, June 1951.

g/ Food and Agriculture Organization of the United Natilons, Monthly Bulletin
of Food aml Agricultural Statistlcs, September 1951.

10/ Anrual reports of the Société Generale des Sucreries ot de la Raffinerie
d EBgypte.

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

{Thousands of metric tons except as indicated)

Industry and product 1947 1948 1949 1950 19512/
Textiles: ub/
Cotton yarN..ceveveannnas Lo~ 50 58 53 26
Cotton fabrics ¢/ «eeeu..  1k3 156 152 158 a7
Rayon yarn &/ «..eeecnaas - 20 9h8 1,887 1,107
Rayon fibres 4/ c...... . - - 16 1,336 1,097
Woollen fabrics 4/ ...... 878 1,406 1,206 589
Mining:
Crido potTOloUm.....een.. 1,336 1,886 2,066 2,33 2,300/
Phospbates..... Cereeasaan 377 350 350 397 250
Mangansse ore (metal
Content) s asssesonavnes - 17 Lo 60 .
Common salt e/ v.e.eesve. 623 360 W66 539 .
Natron @/ secesavsanances 5,100 Lk ;000 1,400 500
Gold £/ cuvennons coscanes 2,090 3,858 7,045 10,32k e
Other industries:
COMmONT +:eessessssnnnsaes OUB 768 889 1,023 1,130 g/
Rofinod SBUZAT ceevieseeas 105 199 216 231 218 g/
Alcohol B/ cveeieaniinnan 9.8 9.4 9.b .6 5.5

Source: United FNatlons, Monthly Bulletin of Statistics; Natlonal Bank of

Egypt, Economic Bulletiny Egyptian Federation of Industries, 1l'Egypte
industrielle (Cairo); Société Misr pour la Rayonmne, Annual Report, 1950.

a/ Six months.

b/ Estimated.

¢/ Millions of square metres.
d/ Tons.

o/ Exports.

f/ Qunces.

g/ Twelve months.

h/ Millions of litres.
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were estimated at 2.77 kilogrammes per caplte in 1948, 2.90 in 1949 and
2.63 in 1950. These compare with 2.45 in 1937 and 2.36 in 1938.1'-2—/

The rise in cotton prices, the increase in consumption and the expansion
of industrial output are reflected in greater finmancial activity (table 16).
The increase in the momey supply Is the comwbined consequence of a rise in
note and currency circulation, caused by higher incomes and greater businses
activity, from PE14] million in December 194T +o TE189 million in December
1950, and to EE164 million in August 1951, together with & decline in
Bgyptian Government deposits from IE88 million in December 1947 to EES6
mllilion in December 1950 and ¥E25 million in Avgust 1951.-1':’/ These wlthdrawals
from government deposits were used 1n greater part to buy foodstuffs abroad
in an attempt to keep down the cost of living. Botween 1945 and the end of
1950, the Governmment spent IE157.3 million on the purchase of local products
and ¥£689.2 miilion on the purchase of foreign goods. Resale of foodstuffs at
lower prices resulted in a loss of ¥EL0O million to the Government over that
period.w

The 1949/50 budget accounts showed a deficit of T5.3 milliony as in
previous years, exponditure on military and development projects was less
than two~thirds of estimates .Q/ In the 1950/51 budget estimates, the
deficit was ¥E 25 mlllion, while for 1951/52 it was estimted at EE18.6
m1110n.22/

The main development projects completed during the periocd under review
wore the Edfina barrage and the Suez Canal by-pass. The Ffirst, finished in
1951 at a cost of ¥E4 million, will save 600 million cubic metres of Nile

water each year.;l'-é/ The seven-mile by-pass, the largest improvement since

;_2_/ Fatlonal Bank of Egypt, Economic Bulletin, vol. IV, Fo.3, 1951.

Q/ Ibld. August represents the seasonal low in momey supply. In August
1950, the note and currency circulation was IEI143 million and government
deposits were EE42 million.

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

_3;2/ United Nations, Statistical Yearbook, 1951; National Bank of Egypt,
Economic Bulletin.

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

1947 to 1951

(Millions of Egyptian pounds)

Bank Index of Index of
clearings, <wholesale cost of
Bank loans  beginning of prices living
Money and yoar to end
Date supply g/ discounts of pericd (June-August 1939 = 100)
31 Decembear:
9% T . vaae. k1.7 61.3 386.5 311 280
1948, ..... L4OL.5 75.1 koL 32k 282
1949 ...... k24,6 97.6 k7.5 322 282
1950.00... 426.3 109.1 603.8 376 306
31 August:
1950 0 uses 367.4 61.3 36k.9 3k 295
1951 caas 379.7 6h.0 476.0 383 319
Source: Unlted Nations, Monthly Bulletin of Statistics; Natlomel Bank

of BEgypt, Kconomic Bulletin.

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

i1/

speeds up canal traffic. Egypt 1s also participating in the construction

of a reservolr at Owen Falls, on Lake Victoria.

Iran

Economic developments in Iran in 1951 were domlmated by the repercussions
of the policy of petroleum nationalization initiated in March 1951.
Implementation of this policy was followed by & stoppage of oll exports 1n
June 1951 and the shutdown of the oilfields and of the Abadan refinery in
August 1951. 01l revenues, except income from local sales of petroleum
products, practically ceased; foreign exchange holdings dwindled; unemployment
increased; development activities were curtailed; imports were restricted;
and public borrowings increased. On the other hand, the rise in agricultural
and industrial production, the expansion in exports other than petroleum,
the economy measures which were adopted, and other steps taken by the
Government, prevented the full impact of the closure of the oil industry from
miking itself felt on the economy. By the end of 1951, Iran was 1n the
process of adjusting itself to an economy functionlng without substantial oil
revenues as bad been the case toc a ceritain extent in the nineteen thirties,
when most of the govermment reverue derived from petroleum was used for the
purchase of armments.

In recent years petroleum production has constltuted approximately one=-
third of the total geographical product of Iran, and the oil industry through
direct payments to the Governmment, wages aml other local expenditures
accounted for around one-tenth of the mational income. Direct payments to
the Government by the Anglo~Iranian 0il Company on account of royalties,
taxes and share of profits were 1,885 million rials in the Iranian year 1950/
5l,£§/ as against 1,284 million rials the previous year, totals which wexe
about 20.5 per cent and 15 per cent, respectively, of the Government's actual

;1/ Middls East Economist and Financial Service (Forest Hills, New York),
Septembsr 1951.

18/ The Iranian year begins on 21 March.
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budget expenditures ,-1‘2/ {including the development budget). These revenues,
according to the law of February 1949 , Wore earmarimd for the Seven Year
Plan Organization, to carry out its development projects.

The role of petroleum in the balance of payments of Iran was highly
important. The forelgn exchange contribution of the patroleum industry to
the Iranian economy {table 17) was 3,524 million rials in the Iranian year
19149/50 and 3,680 mwllion in 1950/51. Forelgn exchange thus received provided
65 per cent of foreign exchange disbursements of the authorized banks of
Iran in the year 1950/51 as compaved with 54 per cent in 1949/50 and 70 per
cent in 1948 /49.

After the shutdown of the petroleum industry in August 1951, and the
stoppage of oll revenues and foreign exchange receipts, the immediate major
problems of Iran consisted of the adjustment of the balance of payments, the
balancing of governmwent revenues and sxpenditures and the provision of work
for unemployed petroleum workers. The petrolsum industry had employed about
70,000 Iranians in early 1951, of whom 57,000 were divect employees of the
Anglo-Tranian 01l Company, out of a total industrial labour force in the
country of around 300,000. The trend of unemployment in Ivan, after reaching
a peak in the first half of 1950, was downward until August 1951, when the
Anglo-Iranian 011 Company ceased paying the wage bill of its workers,
amounting to about 1,800 million rials a year. The Iranian Naticnal 01l
Company, financed by the Government, bocams responsible for paying the idle
employees and meetling the other expenses of the matiomalized oil industry.g-g/
Part of this expenditure was met by the local sale of mearly oms million tons
a year of petroleum products; the rest was bbtained by drawing on foreign

g._g/ These figures do not Iinclude government receipts from customs duties
yaid by the company on imports of consumption goods or the proceeds of
sales of Torelign exchange certificates received from the company, as well
as other taxes. These items amounted to around 820 million rials in 1949
and 950 mililon in 1950.

_2_0_/ Early in November 1951, Iranian technicians resumed operation of part of
the Abadan refinery, as well as extraction of crude from Agha Jarl field,
to f111 the storage space provided by gradual withdrawal of oll products
for domestic consumption. Opermtions in the smll oilfields and refinery
in Fermanshah have continued.




..51...

Table 17. Ivan: Exports and Imports of the Anglo-Iranian 01l Company
and Foreign Exchange Contribution to the Iranian Economy

1949/50 to 1951/52

(Millions of rials)

Exports of Total imports Forelgn exchange
petroleum (capital goods contribution to
Yearg’-/ products and consumption  the Iranisn eco-
goods) nomy>
c/
1949/50 .0 voonasans 15,309 1,889= 3,52k
1950/51c0scecnnenns 22,184 o1k 3,680
1951 /520 conecnnas 9,381 Y

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

g/ Beginning 21 March.

b/ Direct payments to the Government ani purchese of Irenian currency
for local expenditure.

¢/ Adjusted.
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oxchange reserves covering the note issue. A few thousand oil workers were
transferred to the construction of dems 1n Khuzletan Province, others turned
to bullding activities Iin Abadan and the oilflelds, and some continued the
partial operation of the industry for local needs; however, the greater part
of the number remained non-productive.

The balbnce of payments posltlon of Iran was favourable 1n the Iranlan
year 1950/51 {tadble 18), but the stoppage of foreign exchange receipts from
0il operatlons in 1951 resulted in a large deficit, which was filled mainly
by drawing on foreign exchange holdings. The main expenditure item, Imports,
bad been running high since 1949, because of the poor 1949 crops and also
because of increased. imports of capital goods and consumer goods, espscially
textiles, in the following years. Imports totalled 6,742 million rials in
the year 1949/50 (table 19), 6,246 million rials in 1950/51 and about 3,788
million rials in the following six months. Exports meantime rose rapidly,
largely owing to the resumption of trade with western Germany and a barter
trade agreement with the Union of Sovlet Socilalist Republice, as well as
inereasing prices of export ltems 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 erd of 1951, however, the increase in exports was far from
closing the gap between imports and exports, although prospects were
for further improvement. In the crop year 1951/52, Iranian production of
sugar, one of the leading import items, was estimeted at 67,000 metric tons,
as against about 30,000 in 1949/50. Crops were gemerally favourable, and
there were no shortages requiring added Ilmports. Oubtput of domestic factories
such as textlile and glass factorles, and of several other industries, had
also considerably increased. The supply of several export items - for
example, cotton, dried fruits, rice and wool ~ had also sharply ;isen. Cotton
output in the crop year 1950/51 was estimated at nearly 50,000 tons, that is,
about two~thirds above the 19&9/50 level. At the same time, imports of
capital gools had to be curtailed owing to lack of funds.

In order to £ill the gap in the balance of payments in the second half
of 1951, the Iranian Govermment was authorized to draw up to 14 million on
the foreign exchange backlng of notes lssued, of which E12 million had been
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Table 18. Iran: Balance of Paymsnts

Fiscal Years 1948/49 to 1950/51

Ttem 1948 fig 1949 /50 1950/51
Roceipts by:
Govermment {royalties; taxes; share of
profits from Anglo-Iranian 0il Company). 1,17k 1,28k 1,885
Authorized banke:
Sales of foreign exchenge by Anglo-
Tranian 0il Company for its
Tocal OXpOnAitures .ccncssereareaseees 2,068 2,240 1,795
Exports, including sales of bank
ME11i'6 BLIVOTvesersncesssenvrscnnnes 1,7THS 1,172 1,971
MLSCOLIANOOUS «neesesnsersonsennssons 117 g3ue/ 138
Total receipts 5,10k 5,530 5,789
Disgbursements for: b /
THIDOT 0B o v o v v essosensssosasonnannnannnsoes 4,272 6,11 L 703
OtheT 14OmS. covecaosasnosssossasoonsenans 370 382 973
Total disbursements 4,642 6,523 5,676
Increase (+ ) or decrease (=) in
foreign exchange holdings....... 62 -993 $113

Source: Bank Melli Tran, balance sheets for 20 March 1949,
20 March 1950, and 20 March 1951.

a/

b/

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

AdJusted.




Table 19. Iran: Forelgn Trada,?-/ 1949 /50

(Millions of rials)

to 1951 /52

Period}?-/ Imports Exports Balance
1949/50:

First balf.....eeeesae 3,035 809 -2,206

Second half...svessans 3,707 903 -2, 80l
1950/51s

First half...ccvuena.. 2,761 875 -1,886

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

First half..coeeveese. 3,788 1,950 ~1,838

Sources Ministry of Finmance, Monthly Bulletin of Foreien Trade

Statistics of Iran.

a/ Excluding imports and exports by concessionnaires and the petroleum

COMPALY o
b/ Year begimning 21 March.
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used by the end of 1951. Despite this, in December 1951 Tran stlll

owned about $58 million of Foreign exchange and $138 million of gold,

1n the note cover, as against $102 million and $139 million, respectively,
in December 1950. Decreasing foreign exchange holdings andi the withirawal
by the United Kingdom of Iran's privilege of convertlng its sterling
holdings into dollars prompted the Iranian Govermment to buy $8,750,000
from the International Monetary Fund in November 1951.-2—l-/ In addition, in
the last two months of 1951 several measures were taken by the Govermment
to restrict imports and to cut foreign exchange spending abroad in order
to adjust the unfavourable balance of payments.

Owing mainly to increased expenditure under the seven~year plan, the
Govermment's financial condition was already unfavourable when the shutdown
of the oil industry cut its direct recelpts from the petroleum industry
(table 17). The govermment budget, including both revenue from petroleum
and expenditure under the meven-year plan, ehowed z deficit of about 1,000
million rials in the year ending 20 March 1950, and 1,200 milllon rialse in the
followling yea:r.a—ej

Tn 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 Govermment was authorized by
Parliament to utilize the greater part of the proceeds of the sale of
f14 million in foreign exchange and to issue 2,000 million rials of
goverment bonds, By the end of 1951, ebout Z12 million had already been
used; in December 500 million rials of govermment bonde were floated. In
the meantime, as a result of econcmy measures taken by the Govermment,
particularly the curtallment of funds availsble for seven-year plan projects,
8 balanced budget was submitted to Parliament .

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

[N .

21/ In 1949/50 the equivalent of about $93 million of Iran's sterling
holdings was converted into dellers, and in 19_50/51 the correspording
amount was $41 million (annual reports of Bank Melli Iran),

_2_@/ United States Department of Commerce, Business Information Service,
World Trede Series, Iran: Annual Econamic Review for 1950 (Washington, D.C.)
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inception date of the plan, and November 1950, fThis represented 83.8 per
cent of the total revenue of the organization, including a loan of 195
million rials from Bank Melll Tran. The expenditures of the organization
during this period amounted to 2,452 million rials, 12 per cemt of which
wag spent on agriculture and irrigation, 16.5 per cemt on trensport, 14.8
per cent on industry, 25 per cént on loans to and rehabilitation of
govermient-owped industrial and mining esteblishments, and the rest on
administrative and other expenditures, In addition, work 18 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.2—3/

The budget of the Seven Year Plan Organization, covering the period
between December 1950 and March 1953, had anticipated a revemus of 5,690
million rials, 54,2 per cent of which was to coms from oll revenues. The
Interruption of the latter in April 1951 serlously curtailed development
activities in Iran. In 1950, Iran was granted a $25 million loan by the

United States Fxport-Import Bank, but no part of this bad been made
avallable to December 1951.

Iraq

During the past two years, there has been a great improvement in the
aconamic situwation of Iraq; this was due both to the developments In the
petroleun lndustry, which have been described in the Precedling chapter, and
to bebter agricultural conditions,

Following the very poor seascns of 1947 and 1948, when wheat production
barely covered domestic requiremsnts, 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 ylelds, due to favourable weather
conditions; in 1950 there was also an expansion in acreage. Mechanization of
agriculture has made progress; in 1951, there were in operation 320 combines
and 750 tractors ?ml—t Many 1rrigation pumps have also been instelled, the

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

24/ International Bank for Reconstruction and Development, The Economic
Development of Irag (Washington, D.C., 1952), page 19.




Table 20. Iraq:

(Thousande of metric tons)

Production of Principal Grops, 1946 to 1950

Year Wheat Barley Rice 2/ Dates cotbon 2/
1946 ..... 370 895 356 205 1.0
U7 ..., 235 500 193 301 0.6
1948 ..... 301 570 350 170 0.5
19hkg ..... k50 750 212 255 1.9
1950 ..... 520 900 .. 406 12.5
1951 % ... 650 900 .. 270 19.0

Source: United Nations Rellef and Works Agency for Palestine
Refugees, Quarterly Bulletin of Economic Development, 1952; Food

and Agriculture Organization reglomal weeting, Bloudane, Syria;
International Monetary Fund, Intermational Financial News Survey,
4 puguet 1950; Middle East Economist, June 1951.

a/ Unhusked.
b/ Ginned.
¢/ Estimated.
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number rising from 2,757 in 1945 to 3,748 in 1951.—22/ Information relating
to 1951 shows that an appreciasble expansion in cultivated srea has been
offget by & decline in ylelds. The expansion in acreage was particularly
marked for cotton; acreage devoted to this crop increased more than tenfold
between 1948 and 1951. Industry continued to play a very minor part in the
country's economy, its gross output belng estimated at only 3 million dinars ,
but some develomment has recently taken place, stlmulated by improved
agricultural condlitions and by govermment assistance. The cement and
brewlng industries are in the process of doubling their capacity; cotton and
woollen textlle factorles have expanded. A jube factory and a cotton textile
Tactory, wlth 20,000 spindles and 400 looms, are being set up, and the
construction of three small sugar refineries has been approved. Consumption
of electricity by Industry 1s increasing steadily, rising from 20 million
Ilowatt-howrs in 1946 to 35 million in 1949, The pald-up capital of the
govermment-owned Iindustrial bank is to be railsed from 550,000 dinars to
1,000,000 dinars; in 1950 1t advanced loans of 200,000 dinars.a—S-/

As table 21 shows, Iraq experienced balance of payment dlfficulties
in 1947 and 1948, In the former year imports were twice as high as exports ,
and in 1948 they were more than three ani a half tiumes as high. Moreover,
the closing of the pipeline to Haifa, followlng the outbreak of the Arab-
Taraell war, reduced production of petroleum, as well as the royalties paid
by the petroleum companies, but thls was partly compensated by increased
capital investment In Irag by these companies. The deficlt on current
account was covered by sales of securliies and other assets by the Fational
Bank and commercial banks,

In 1649, the position wae eased by a sharp declime in the import
surplus, and the deficlt on current account was groatly reduced, In 1950 there
was a marked Iimprovement. FExports almost doubled in value owing to a large

25/ Ministry of Economics, Statlstical Abstract, 1949, and United Natloms
Relief and Works Agency for Palestine Refugees ; Quarterly Bulletin of
Econamic Develomment (Beirut), No. 1, October 1951.

_2§/ International Monetary Fund, International Fipancial News Survey,
3 October 1951,
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Teble 21. Iraq: Principal Items in Balance of Payments, 1946 o 1950

(Millions of dimars)

Ttem 1946 1947 1948 1949 1950
Merchandise exports (f.o.b.).... 15.2 17.3 10.3 1.8 26.0
Merchavdise imports (c.i.£.).... 25.2 35.0 36.9 30.0 29.9
Tmﬂ-e 'bB.lBJJ.GS cavsoesaCaRpoON "'10-.1 “"17-7 "'2605 ""16--1 hd 3.9
Non“mmmm' gold Teo e L RB O SO D - lv6 L O-h‘ - - -
Transportation and other
se”icBB.OQCDDDBOOOCUDOI L BN 2R B I ) l".5 016 ll8 2-9 3.2
Remittances and capital
mwmn{‘ls CB VOB TR BODOT T RE PSS B ES bl Ool O-l 0-2 O-T
0fficial non-compsnsatory
tms&ctions £ 40922000900 R8 8D s “'0-3 “’0-8 2-1 - 3-8
Foreign exchange provided by
potroleum companies &/ ....... k.1 7.7 11.1 7.6 9.1
Errors ani omissions ceeeeescens 0.3 2.2 1.2 4.2 - 3.k
Surplus or deficit on
current 8ccouUnt cesesvoss = 3.0 - 8.4 -10.2 - 1.2 9.5

Source: Intermational Monetary Tund, Internatliomal Fipancial Statistics,

Febrvuary 1952.

g/ Including royalties and cother local expendltures by the companies.
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increase ln the quaniity of grain and of dates and & sharp rise in the
prices of cotton and wool, while lmports were reastricted by the
establishment, in March 1950, of foreign exchange control, the fixing of
import quotas and the railsing of customs duties on lwxury goo{iﬂ.g(/ At the
same time, productlion of petroleum increased by 50 per cent, and royaltles
rogse more than correspondingly. The year therefore closed with a surplus
on current account, the first since the end of the Second World War, It is
lilkely that this ilmprovement was maintained in 1351, since the large
increase 1n petroleum royaltlies probably offset the import surplus,

Iraq's sterling balances, which ampunted to B70 million in June 3.91&5@
and. 60 million in July 1911-'{,2 were rednced to about 45 million by the
end of 1949. At the end of October 1951, they stood at T49.6 million. 0
In 1350, Tragq contracted two foreign loans: I3 milllon from the United
Kingdom, for railwaey development, and $12.8 million from the International
Bank for Reconsgtruction and Development, for flood control projects.

The deficlt in current accounts exerted a deflationary pressure on the
economy in 1949, Construction and other forms of invesiment slowed down.
The situation was aggravated by the dislocation caused by the exodus to
Isreel of Iraql Jews, who had played an important part in the commercial
1ife of the country and owned many of the smeller banks., In an effort to
balance the budget, the CGovermment curtailed expendlture on public works
and succeeded 1n reducing the deficlt for 1949/50 to a emall amount.ag’-/

The devaluation of the Iraql pound, together with the pound sterling, in
September 1943 brought some relief, and the lmprovement in crops made
posslble increased exports in 1950 and 1551, while the rise in revemmes

g_'z_/ United Nations Relief and Works Agency for Paleatine Refugees, op, cit.
28/ The Economist (London), 21 August 1948,
23/
30/
1

British Information Services, Britain and Middle Bast Development,
Novembsy 1951,

United Nations Rellef and Works Agency for Palsstine Refugees, op. clt.

United States Department of Commerce, Forelgn Commerce Weekly
(Washington, D.C.), 1 May 1950,
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from petroleum, and the lnans contracted by the Govermnment, exerted an
inflationary pressure. "he index of wholesale prices, which had fallen to
75 in September 1349 (1348 = 100) rose to B2 in May 1950, 30 in
December 1950 and 101 in December 195l.§g/

In 1950, a start was made on a largs-scale economic development plan.
By the terms of a law passed in April 1950, all oll revenues accruing to the
Government will be handed over to the Irag Developmsnt Board and spent on
develomment projects. Under the plan which this board has been carrying
out, & total of ID 57.8 million hee been allocated, as follows: irrigation,
ID 29.5 million; wells and drainsge, ID 5.8 million; building, ID 11.6
million; roads, ID 9.9 million; administration, T 1 miliion, In may 1951,
the total authorized was ralsed to ID 65.7 million to cover additlonal road
and bridge building and other projects.

The principal development projJects being carried out at present are at
Wadl Tharther and Habbaniya, The Wadl Tharthar project will provide flood
control and permit year-round pavigation between Baghdad and Basre; it will
also provide irrigation water and offers possibilities of generating
hydIOwelectricity.i&/ Work on the Habbaniya schems is Tar advanced, and it
18 hoped to utilize part of the worke in 1952, to lrrigate 160,000 hectares.
Operations have begun on the Dokhen dem, on the Lesser Zab Rlver, angd,
projects on other tributaries of the Tigris have been approved. Drainage
work is being carried out, and some of the irrigation canals are belng
improved. A large-scale programms of road and bridge building 1s also under
way., Other projects include public buildings, mechanization of agrlculture
and small-scaele electrification. The incresse in revenues from petroleum
has removed the Tinancisl obstacles holding up development in Irag, but
difficulties have besn caused by the shortages of technicians, slkdlled and
semi ~ekilled labour and materials.

e

United Nations, Monthly Bulletin of Statistics.

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

Brad Fisk, "ThHe Wadi Tharthar Flood Control Project”, in Middle East
Journal, summer, 1351,

& BEE
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Another important step was the passing, in June 1951, of a law
empovering the Government to set up, on all government-owned land,
co-operative farms such as the ons successfully tried out at Dujaila., So
far, about half the non-desert ares of Iraq has been surveyed, and of this
64 per cent i8 govermment -owned, Iand has been allotted to landless
peasants in two areas in the north of Irag, and preparations for settlement
are proceeding in two localitles in the moutherm part of the country. It is
estimated that 2,500 famllles will benefit from these proJjects in the course
of 1352,

Israel

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

The populetion has grown raplidly and contimmously, from 867,000 at the
end of 1948 and 1,164,000 at the end of 1949 to 1,370,000 snd 1,560,000 at
the end of 1950 and 1951, respectively. Immigration has accounted for most
of this increase: 111,000 persons betheen 15 May and 31 December 19k8;
239,000 in 1549; 170,000 1in 1950; 174,000 in 1551,

Output has increased considerably, but at a rate leses than the
percentage of population increase. In September 1951, the Minister of
Finance estimated that industrisl and agricultural production had increased
by 80 per cent since the establishment of the State, while the populatlion
hed more than dnubled.zé/

The natiopal income was estimated at EI330 n:illion,ﬂ/ ageinst

32/ United Hations Rellef and Works Ageicy for Palestine Refugees,
36/ Isreel Information Office, Isreel Digest (Wew York), 28 September 1951.

37/ dJewish Agency for Palestins, Isreel Economic Horizoms (New York),
September 1951,
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EI250 million in 1949, .Table 22 shows the number of gainfully employed
people in 1950 and the contribution made to the pationel incoms by the
different sectors, Both the figures for employment and those for national
income are somewhat above the level anticipated in the four-year development
plan, which envisaged & nations) income of BINI0 million &nd a galnmfully
employed population of 666,000 (out of & total population of 1,800,000) by
1953.28

The increase in agricultural output has been achieved partly by
bringing back into cultivation ferms owned by Arabs who had left the country
during the Arab-Israeli conflict, farms which had been left untilled after
the hostilities of 1948 end 1949; partly by putting new land under
cultivation; and partly by increasing production on existing Jewish end
Arab farms. 'The arss undsr rein-fed crope increased from 135,000 hectares
in 1948/k9 to 213,000 in 1949/50, while the irrigated area increased from
29,000 hectares to 35,000 hect&res.3 The value of agricultural ouiput om
Jewlsh farms rose from TI27 million in 1947/48 to BI43.T7 million in
19#9/50.39/ In 1950/51 with a oultivated ares of about 350,000 hectares
(including 50,000 hectares of land lying faellow in the Negeb), & drought
caused mich dsmage, especially to cereals and deciduous fruilt, bringing
production down considerably below the level of the previous year, despite
the Increase in acreage.

The 1950/51 citrus crop amounted to 8,153,000 boxea,gi/ against
6,270,000 in 191,,9/50_W The current crop 1s estlmated at about 9 milliom
boxee, It is estimated that the arsa in Palestins devoted to clitrus frult
declined from 30,000 hectares, when production reached a peak of 18 million
ceses in 1938/39, to 27,000 hectares at the end of the Second World Ver,

A.L. Gruenbawm, Four Year Development Plan of Isrsel (Hakirya, 1950).
State of Israel, Govermment Yemrbook, 1951/52.
ITereel and the Middle Emst, Special Issue (Tel Aviv), 1951,

United States Department of Commerce, Forpbgn Commerce Weekly
(Washington, D.C.), 6 August 1351,

E.L. Gaton, op, cit,

£ kiR
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Table 22. Israel: ZEmployment and Income, 1950
Branch of Industry Nueber Per cent Income Approximate
or service employed of total (m1llions percentage
employed of Isrsell of total
pounds) {ncome
Agriculture.......vv0u0.. 97,000 21.0 32.1 9.5
Manufacturing......ooe.s. 107,000 23.3 82.2 24,3
Building and construction 27,000 5.9 ko.0 11.8
COMEOTCO. aavrsnrasasasass 63,000 13.7 k9.9 14.8
Transport and
commmnications.......... 23,000 5.0 20.9 6.2
Finance...cveeeeeessassas 11,000 2.4 9.5 2.8
Other serviceS........... 132,000 28.7 103.6 30.7
Total k60 ,000 100,0 337.6 100.0
Source: E.L. Gaton, The Israell Economy in 1950, Special Study No, 1

(Central Statistical Office, Jerusalem) (in Hebrew).

o
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Further destruction during the Arab-Israell conflict brought 1t down to
about 15,000 hectares; the area at present under citrus in Israel is
estimated at 13,500 hectares,

Output of vegstables has increased by 220 per cent since the
establishment of the State; this has been achleved by expanding the
cultivated area from 7,000 hectares in 19h8/h9 to 13,000 hectaxres in 19#9/50
and 17,500 in 1950/51, The fish catch has also considerably increased,
being estimated at 18,000 tons in 1951, against 7,000 in 1950,*—‘53/ This
tonnage covers a little more than half the country’s comsumption. Israel is
8till dependent on imporis for 85 per cent of its bread cersals, olls and
fats, and 55 per cent of 1te combined poultry and meat consumption.&&/ It
is estimated thet since the establlshment of the State employment in
agriculture hag 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
154 to 3,527; seeders, from 154 to 632; balers, from 143 to 551.h

Current development plans envisage an expansion of cultivated area to
nearly 500,000 hectares by 1353. The chief increases plannsd ere for grailn,
from 230,000 hectares to 410,000; for vegstables and potatoes, from 12,000
hectares to 22,000; for citrus groves, from 12,000 hectares to 15,000; for
other orchards, from 26,000 hectares to 33,000.1['6 The value of
agricultural output is to increase threefold, to almost TI100 million.gz/

Industrial output has approximately doubled in the past three years.
Grose output in 1950 was estimated at BI195 million and net output at
£I82.2 million, against £I40 million (net) in 1948, The number of workers
employed rose from 55,000 to 107,000, and industrial consumption of

Israel Digest, 7 September 195L; the figures for 1948 and 1549 were
2,700 tons and 4,200, respectively.

43/
&&/ Amprican Financlal and Development Corporation, op, clib.
45/ Israel Economic Horizoms, June 1951.

46/ Jerusalem Post (Jerusalem), 4 August 1950.

&1/ Middle Fast Economic Service (Forest Hills, New York) August 1950,
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electricity increased from 84 million kilowatt-hours to 141 mil.].ion.w
During the past three years, many factories have been re-equipped with
up~to-date machinery and several new industries have started operation,
including a motorcar agsembly plant, a sisel mill, a plant for making
electric refrigerators, a shos factory, an electric bulb factory end & tire
and rubber plant, However, Industrial expansion has bheen slowed recently
by the shortage of imported raw materials amd, at the beglmning of 1951, by
striles and lockouts.h Table 23 shows the increase in ocutput in some
leading industries,

Under the proposed four-year plan, the total capital invested in
mannfacturing was to have increased from EISW million in 1950 to
TI88 million in 1953, employment in mamufacturing was to have risen to
122,000, and gross output to have reached a wvalue of BI294 mill’ion.ig/

The planned Increase was to have affected the major Industrial groups in
approximetely equal proportions,

Construction has been malntained at a high level, the floor space of
nev bulldings completed rising from 324,000 square metres in 1349 to
639,000 in 1950 and 520,000 during the first half of 1951. It is estimated
that during 1950 there were 20,000 unemployed, including unemployed in
{mmigrant receptlon camps, or 4.3 per cent of the total number of income
earners, "At the same time there 18 & scarcity of skllled labour of certain
descrilptions which may sometimes hamper the increase in employment for
unskilled workera."zl-/

In 1949, net investment amounted to BITO million, or 28 per cent of the
national income; in 1950, it tncreased to BILl4 million, or about one-third
of the national income, These sums were distributed &s indicated in
table 24, A large pari of this investment has been made by the Government,

Israel and the Middle Emst, special issue, 1351.

Central Burean of Statistices, Statistical Bulletin of Israel,
vol. IT, Ros. 3 and 4 (Jerusalem}.

Terael Fconomic Horizons, August 1950.

M. Kaleckl, Report on Main Current Economic Problems of Israel
{Tel Aviv, 1951), page 6.
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Table 23. Israel/Palestine:
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1947 to 1951

Output of Certain Industries

Industry or product

anrd unit 19h7 1948 19k9 1950 1951
Electricitygj {millions of b
I lowatt=hours) seescscsss 304 261 329 hel 370—/
Cement (thousands of metric /
LODE) e e envoeranasonsonoon 328 160 oh1 380 3622
Soap (metric Lons).eseeonss 5,8009-/ 2,600»@/ 5,400 9,200 ..
Cigarettes (metric tonms)... 1,063 5ll§-‘—/ 1,031 1,516 6179—/
Matches (boxes, thousands / /
Of gI‘oBS)obutcco.o..o-o.n 231 1\3& 182 292 96'?.‘
Beer (thousands of litres). 17,972 3,670‘1/ 8,936 12,288 3 ,9hh3/
Wine (thowsamds of litres). 7,511 2,418/ 6,501 3,078 k0952

Source: Central Bureau of Statistics, Statistical Bulletin of Israel;

United Nations, Monthly Bulletin of Statistics.

a/ BSales.

b/ January to August.
¢/ Janvary to October.
d/ June to December.
o/ Jamary to April.
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Table 2k, Isreel: Net Investment, 1949 and 1950

(Millione of Israeli pounis)

Ttem 19h9 1950
Residential construction {excluding housing

in agricultural settlements)..ceeeenn.s 31.0 55.0
Agriculiure (including housing in agricul-

‘tml settlemnts)-ll..'..'..".‘....." 18.5 28'0
Inﬁustm..-’.ﬂ...‘.-'.....Q.....'..ll.".II 11.5 15'0
Trausportation, public works and services.. 9.0 16.0

Total 70.0 11k.0

Sources American Financial and Development Corporation for Isrsel,

State of Ismel, Indepandence Issue.
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drewing on both foreign and domestic sources. In addition to a balanced
ordipary budget and & secret defence budget, there is a development budget,
expended as shown in table 25.

The inflationary pressure generated by the high level of investment,
the military expsnditure end the cost of masintenance for new immigranis has
been to a large extent offset by the considerable import surplus, financed
by foreign gifts or loans. In both 1949 and 1950, private capltal imporis
covered less than half the deficit on current account (table 26); the
balance was mads up from National Funds, relemses from sterling balancee and
drawings on the Export-Tmport Bank loans. At the end of 1971, the Israell
pound. depreciated, on the free market, to & low of 49 cents in Geneva, as
against an official rete of $2.80.

Israel's exports during the first half of 1350, at TIT,900,000, covered
15.2 per cent of lts imports, whach totalled BI52,540,000, During the
socond half, exporte registered & seasonal decline, amounting to only
BIk,640,000 or 3.2 per cent of imports, which were EI50,060,000, Measures
were taken to reduce imporits, During the first half of 1351, however, they
amounted to BIS2,500,000, but exports increased to £110,770,000, covering
20.5 per cent of imports,

Numerous commercial agreements have been concluded, designed to further
Ierael's exports, in return for its large imports. Durimg 1949, the
Government concluded agreements with Finland, Hungary, the Netherlands,
Poland, Uruguay and Yugoslavia, providing for Iimports aggregating
$33,916,000 and exports totalling $8,993,000 the balance to be paid in hard
currency and capitel itransfers, Imn 1950, agreements with Argentina,
Czechoslovakia, Finlsand, Hungary and the Netherlands provided for imports
worth $33,560,000 and exports worth $12,O60,000;2g/ an agreoment was also
concluded with Turksy for the exchange of up to $840,000 of goods.

Analysis of imports during the first half of 1351 showed that 30 Her cent

consisted of consumer goods, an increase in value of 15 per cent over the

52/ Israel Economic Horizoms, November 1350.
Qi/ Tarkish Information Office, News from Turkey, 7 September 1350.
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Table 25. Israel: Development Budget, 1949/50 to 1951/52

(Milliong of Israeli pounds)

1949 /50 1950/51 1951 /52
Item (closed accounts) (estimates) (estimates)
Revenue:
Government 1and bondS...sveeeesee 16.7 35.0 10.0
Iﬂ'berﬂﬂ-l 103138-...-...-.-..,..... b 10-0 10.0
Payments on account, Exporte
Impor‘bB&nkloanﬂaa.....-..-.. - 3.5 Lod
Export-Import Bank 1oanS...cev... 8.1 16.5 12.3
Bornd issue ln the United States.. - - 30.0
United States grant-~in-aid....... - - 18.0
Other revenues..... tesesassnannas 1.1 - b7
Total revenue 35.9 65.0 85.0
Expenditure:
Housing and public buildings..... 9.7 2k .8 19.4
Public WOrkE eveseceanasns 3.3 3.0 6.5
Ioans to local authorities ..... .o 3.5 6.5 5.5
ATICULBUTE e v v s svvaneerannennnns 9.9 11.3 ok 5
Industry oo ecessscacnneen 0.4 8.7 17.1
ComunicationB.csscessesosennenes 7.7 6.0 6.8
Tollrism".‘....#.l“.ﬂllI-..".'. ; Orr 1.3 ll3
MiSCellADBOUS eeseocsnreesnnacns * 3.4 3.9
Total expenditure 35.2 65.0 85.0

Source: Central Bureau of Statistics, Statistical Bulletin of Israel;

Jorusalem Post (Jerusalem), 5 December 1951.
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firat half of 1950; 32 per cen conaisted of producers! goods, that is,
lndustrial and agricultural raw materisls, an increase of 4 per cenmt;

28 per cent conslsted of capital goods, a decrease of 26 per cen%; and 10
per cent was for fuel, an Increase of 78 per cent.

The atiempt to reduce the deficit in the balance of paymente has,
however, increased the inflatlonary pressurss. Varlous measures have been
taken by the Government to keep down prices, including more comprehensive
and higher taxes on individual and corporate incomes, taxes on luxury goods,
credit restrictlons, rationing of goods and food subsidies. These measures,
however, have bad only a limlited effect; the cost of living index, which
includes subsidized Ltems, had been stable during the First half of 1950,
but rose from 4 in July 1950 (1548 = 100) and 96 in December 1950 to
11k in December 1951, A black market has also developed in goods ratloned
by the Govermmenti,

The dlfficulty experienced in reducing the import surplus, as well as
the need for further capltal for investment, led to the issuing Iin
March 1951 of $500 million in bonds, floated in the Unlted States, By the
end of that year, a total of $102 million had been subscribed.

Lebanon and Syria

The outstanding events of the perilod under review in Lebanon and Syria
were the dissolutlon of the customs unlon between the two and the great
expansion in cotton production in Syria.

Termination of the French Mandate dld not loosen the economlc tlea
binding Lebanon end Syrie, The customs union between them contimued in
force. Notes issued by the "Bangue de Syrie et du Liban" circulated freely,
at par, in both countries, and the railways and other monopolles in the twn
countries operated under the supervislon of & Joint board. In the post-war
perlod, however, strains began to bs felt, especlally in regard to the

54/ State of Israel, Minlstry of Tinance, Forelgn Trade of Israel during
January - dJune 1951,
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allocation of customs revenues between the two countries. The conclusion of
a Tinanciel agreement between Lebanon and France in l9h8, and the failure of
Syria to conclude one untll the followlng year, put the Lebanese pound at a
premium over the Syrien pound. More lmportant was the Incompatibllity of
the desire of the Syrian Govermment to protect ite agriculture and its
nascent industries and that of the Lebansze Government o reduce
restrictions on trade and movement of capltal and to lower the cogt of
living, and the consequent dlvergence ln the fiscal policles of the two,

Tae breakup of the customs union, on 14 March 1550, was followed by
considesrable dislocatlon of trade and production. After prolonged
negotiation, a temporary commercial agreement was slgned in December 13550,
removing prohiblitions on the importation from elther country of agricultural
and domestic industrial goods, that is, goods containing local raw materials
to the extent of 50 per cent of thelr wvalue, Such goods are, however,
gublect to the usual custom duties and, in Syria, require Import licences.
So far, Syrlan licences have been granted mainly for Lebanese cltrus fruit,
As regards foreign goods, the Syrian Govermment is attempbing to import
them directly and not through the intermediary of Lebanon.

Lebanon

The immediste effect of the breakup of the customs unlon with Syria
was dlsruptive. This, however, has to some exient been overcoms by the
increased volums of International trade and finansisl transactions, the
very high level of construction and the Increase In exports of fruit and
other commoditissm.

It is estimated that, before the breakup of the customs union, somse
60 per cent of Lebanon's industrial production was marketed in gyria.zi/
The bulk of Syrlats foreign trade passed through the port of Belrut ana was
handled by Lebenese merchants. In addition, Lebanon relled heavily for
tncome on tourist traffic from Syria, When, therefore, after the

———

United States Department of Commerce, Forelgn Commsrce Weekly,
(Washington, D.C.), b September 1350.
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dissolution of the union, the Syrian Govermment took steps to dlvert the
country's forelgn trade from Belrut to latakia and to reduce the amount of
Syrian tourist travel in Lebanon, as well as to protect 1ts domestic market
againat Lebanese indusiries - already suffering from foreign competition -
gserious repercussions were felt in Lebanon, Certain industries, such ag
those producingz cotton yarm, beer and matches, which were largely dependent
on the Syrian market, had to curtail produciion. Councurrently, the
termination or reduction of construction work by the petroleum companles and
the pressure of Palestine Arab refugees on the labour market increased
unemployment,

During the second half of 1350, however, conditions began to improve.
Conmerce with Syria was resumed, imports during the last three quarters of
1950 amounting to EL4L.6 million and exports to TL20.1 million, or about
one-sixth of Lebanon's 1mports and 30 per cent of ite exports., DIuring the
Pirst half of 1951, imports from Syria amounted to EL31.8 million, out of a
total of TL156.1 million, and exports to L1l million out of & total of
PL59.7 million. Private investment remained at a high level, especlally in
construction (table 27}, which accounts for a large percentage of total
investment and in the bulldinz or extension of electric plants., Thls
investment was financed from reserves accumlsted in previous years,
Government sxpendlture on public works also Increased.

As & result of measures taken by the Govermment, including a small
subsidy, the tourist trade’in 1950 was much more substantlel then in 1943,
the number of visitors rlaing from 8,000§§/ to 17,000, wlth a total estimated
expenditure of TL27 million. Further improvement was evident in 1351,
when 24,000 tourlsts visited the coun&ry, spending TL60 million,

Commercial activity also continued at & high level, Lebanon handling a
large proportion of Syriats expanded foreign trade, as well as 1ts own
increased exports and imports, Shipping tonnage handled through the port of

56/ International Monetery Fund, International Financial News Survey,
23 December 1349,

57/ Ibid., 8 December 1950,
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Table 27. Iebanon: Building Iicences Issued in Beirut, 1945 to 1951

Item 1945 1946 19k7 1948 199 1950 1951

Nunber of licenCes....s..ss. 390 591 572 780 780 655 678

Total spaceﬁ/ (thousands of
BQUATE TBEIOSE) .eneeess... 107.2 176.9 149.5 257.7 253.7 254.7 23h.3

Sources Ministry of Natlomal Economy, Bulletin Statistique Trimestriel
(Beirut, 1951); United Natlons Relief and Works Agency for Palestins Refugees,
Quarterly Bulletin of Economic Developmsnt, 1952.

a/ Space requested in applications for permits; space actually bullt is
estimted at one-third more than that applied for.
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Beirut increased (table 28), facilitated, in 1950, by the extension of the
free zone in that port, On the Lebanese rallways, merchandise traffic
increased by over 25 per cent in 1350 and by about 25 per cent in 1951.

The openiing of the airport at Ehalde, near Beirui, has considerably
increased Lebanon's tramsit traffic. The number of passengers using the new
alrport rose from 11,000 during the second half of 1950 to 41,000 during the
firet three quarters of 1951,

With a view to mugmenting the volume of commercial and financial
transactlions, exchange resirictions were greatly relaxed. In November 1350,
non-resldents were permitied to open accounts in any Lebanese bank and to
use these accounts for any pwrpose wlthin the country or abroad. At the
same btime, exports of gold were authorized, resulting in increased trade.
Foreign exchange transactions in Belrut increased apprecisbly and transit
trade 1n 1351, excluding petrolsum, was about 20 per cent greater them in
1950. The value of clearing-house transactions rose from PL262 million in
1548 to EL276 million in 1349, BL36: million in 1350 and TI50L million
during the firet eleven months of 1351, 8

The income earned from these services, and other receipts, have
covered the greater part of the dsficit in Lebanon's balance of trads,
During the twelve montha following the dissolution of the customs wmlon wlth
Syria (1 April 1950 to 31 March 1951) imports amounted to BL405 million and
exports to ZL94 milllon, The other principel credit items on current
account were: profits on transit trade, BLL9 milllon; interpational ald to
Palestine Arab refugees, TL39 million; tourist expenditure, ¥L33 million;
remi ttances by Lebanese emigrants (including transfers of capital by
emlgrante), TL50 million; exports of gold, TL30 million; expenditure by
foreign inmstitutlons, IL2k million; profits on gold trade and foreign
exchangs, TI20 million, The main debit items were: expenditures by
Lebanese touriste and students abroad, BLid million; and transfers of
lovestment Income, £112.5 million, The deficit in current accounts

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

(Thousands of metric tons)
Ships enmtering Net registered Merchandise Merchandise

Period Belrut harbour tonrage entering exported
1945, ... ceaese R T6% 325 128 37
19h6. s iernsranserans 1,160 1,030 300 87
1947..... caosos cessoe 1,k70 1,637 L5y 63
Lo LS 1,74k 1,902 773 119
1949:

First halfe...es. 788 1,081 Lo8 51

Second half.ce... 1,013 1,247 398 92
1950:

First halfec..... 919 1,245 371 93

Second half..ee.. 1,190 1,316 k61 126
195;;irst balf...ee.. 996 1,388 k65 122

Second half..... . 1,060 1,535 439 102

Source: Unlted Natlons, Monthly Bulletin of Statistics; Ministry of
Natioral Economy, Bulletin Statistigue Trimestriel, 1951; Le Commerce
du Ievant (Beirut), 13 February 1952.
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amounted to TLih million, of which BELLS million were accounted for by
importe of gold.

Imports amounted to TL2W4.8 million during the last three guarters of
1350 and to EL231.5 millionég/ during the firet three qusrters of 1951,
while exports and re-exports were ILT0,7 million and 80.6 million
respectively. The increase in exporis is largely accounted for by lncreassed
exports of frults and vegetables, resulting from higher production end
subsidles granted by the Govermment to growers and exporters. The 1950/51
citrue crop was estimated at 77,000 metric tons, against 45,000 during the
poor 19%49/50 season, and 57,000 in 1948/L9.

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

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

Prices, which had moved downwerd in 1949, were steady during the first
half of 1350, in part owing to the purchese of gold in the locel market
by the vaernment, which increased local purchasing power, and in part
owing to the high level of comstruction. They rose sharply following the
outbreak of war in Korea. By the second gquarter of 19351, however, the
heavy import surplus forced them down. In the latter part of that year

L A

22/ Bﬁdget spesch of Minister of Finance of Lebanon, reported in
le Commerce du Levant (Beilrut), 26 December 1951.

QQ/ Ministry of Natlonal Economy, Bulletin Statistigue Trimestriel
(Beirut), third quarter of 1951. The ilmport values given in this
publication ars calculated by converting forei.n currencies &t the
official rate of 2.21 Lebanese pounds to ome Unlted States dollar. The
value of lmports in the estimate of the balance of payments given above
was calculated &t the free market rate, which averaged IL3.W7 to the
dollar in 1550 and EL3.73 in 1951.
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there was a small increase due to & rise in food prices (table 29).

Helped by rising prices, in 1950 induetrial production was generally
greater than in previous post-war years (table 30), but in some industries
it remained well below capacity. Fectories under construction or recently
opened Include a sugar refinery, a hoslery plant, a soft drinks factory,
end & cotton-seed oil plant. In addition, a petroleum refinery, with a
capacity of 10,000 to 13,000 barrels a day, is to be built at Salda,
terminal of the plpsline from Sandl Arabila,

Syria

In Syrie, the adverse effects of the breskup 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 EKcrea. Although the stimulus provided by some of these Ffacltors began
to weaken by the middle of 1951, the situation remained distinctly better
than 1% had been in 1949,

The area planted %o cotton, vhich averaged 32,000 hectares in 1934-38,
declined during the war years to a low polint of 13,000 hectaree in 19k2,
rising again to 25,000 hectares in 1949, Acreage was extended in 1950 to
78,000 hectares and was estimated at 160,000 to 180,000 hectares in 1951,
while ylelds doubled during the period 1946 to 1950 and are now well above
the world average. From 9,000 metric tons of ginned cotton in 1948, a
figure somewhat above the pre-war average, and 13,000 tons in 1949,
production rose to 35,000 tons Iin 1950, In 1951, drought and destruction
cauged by the boll weevll ehérply reduced yields; the crop was estimated at
about 15,000 tons.éé/

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

61/ Ministry of National Economy, Economic Bulletin (Pecember 1951) and
= United Nations Rellef and Works Agency for Palestine Refugees, Quarter

Bulletin of Economic Development, February 1952,
62/ Le Commerce du Levant (Beirut), 16 January 1952.




Table 29. ILebanon: Indices of Wholesale Prices
and Cost of Iiving

January 1949 to December 1951

a
Poriod Wholesale prices a/ of gg:zng b/
General Raw materials Finished goods All items Food
1949
JATUATY .. . . .o .. .. 493 636
19502
Jenuary.. ... 93 82 85 Los 505
£ i 1= THP 93 89 87 hiy 478
1951:
JANUAYY . ... . 126 154 142 463 563
March,...... 136 167 161 468 578
JUOC. v eusans 124 142 139 k58 554
August...... 121 130 127 450 536
October..... 124 129 126 kes 585
December.... 126 137 126 W73 A0k

Source: Unlted Nations, Monthly Bulletin of Statistics.

a/ 1950 = 100.
b/ For Beirut; June-August 1939 = 100,
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Teble 30, Lebanon: Production in Leading Imiustries, 1946 to 1951
Industry or product
ard it 1946 19k7 1948 | 1989 1950 1951
Flectricity (millions of 13/
kilowatt-hours) a/ ..... 61 73 86 101 1k 120
Gement (thousands of
metric tons) ......eeve 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 A
tom)'.-.uultttd.t..lfm 2’500 11500 2}000 2,500' 2’900 .-
poxcalf (thousanie of
square feet).......... 2,000 2,000 2,500 2,750 1,750
Alcohol, industrial
(metric tOMB) .vevrvsrnes LhL 468 831 822 950 .-
Vegetable oils (metric
'trOnB)......-.---.--.--.- .. T,OOO 9,000 12,000 3—2’000 -
Beer (thousands of litres) 1,583 1,568 1,895 2,016 2,086 .o
Matches (millions of
BOXEE) v eruunns 2h.6 3.7 51.9 60 L5 .
0il, refined (thousends of
LONB) euernnns 227 oho 256 304 kg2 549

Source: Statistical 0fflce of the Unlted Nations; Ministry of National
Economy, Bulletin Statistique Trimestriel; United Natione Relief and Works

Agency for Palestine Refugees, Quarterly Bulletin of Economic Development,

February 1952.

g/ Production of two companies, accounting for 95 per cent of total;
industrial consumption amounted to 22.8 million kilowatt-hours in
1948, 24.1 million in 1949 and 26.6 million in 1950,

b/ Estimated.
g/ Six months.
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365 million. In previous years, Syria's production had been insufficilent
£6 meet itse needs and those of Lebanon.

The extension of cotton acreage in the 1950/51 season was carried out,
to a certaln extent, at the expense of cereals and rice. Cereal yields were
high in 1950 but fell very sharply in 1951 owing to insufficient ralnfall.
Production of the principal grains is shown in table 31. The emallness of
the 1951 crops caused the Govermment, in the summer of that year, to
prohiblt the exporting of wheat apd to re-esteblish a board to superviss
trade in cereals and to buy wheat from fammers, for distribution to the
towns. Some 50,000 tons of wheat were Imported from Turkey.

The production of olives, estimated at 103,000 tonse in 1948 and 91,000
tons in 19h9, fell to 26,000 tong in 1950, in part because of & severe
winter. TLikewlse, 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 dissasea.é3

Much of the profit made through production of cotton has been
reinvested. BSeveral hindred irrigation pumps have been installed, for the
1ifting of underground or river water to the cotton flelds. The number of
tractors in Syria rose from 300 in 19#8§E/ to 1,342 in 1951. By 1951, thers
were over 1,200 ginning machineas.

In addition, large areas in the north-eastern part of El Jezira, where
reinfall 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 towms of El Jezira.

From 1947 to 1949, industry, which had expanded rapldly and in some

instances had outgrown the domestlc market's capacity to ahsorb 1ts

§§7 United Nations Relief and Works Agency for Palestine Refugees,
Quarterly Bulletin of FEconomic Development, October 1651.

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

§5/ United Nations Rellef and Works Agency for Palestine Refugees, op. cit.
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Pre~war and 1948 to 1951

(Thowsands of metric tons)

Table 31, Syria: Production of Cereals

Crop 1934-38 1948 1949 1950 1951
Wheat..... cens 459 657 889 830 L6k
Barley..ovess. 290 305 327 322 b
Millet..vn..n. g0 &/ 63 57 8
Malze......u.n 22 37 39 36
RiCBivuasriusn 3 30 20 18

Source: TFood and Agriculture Organizatlon of the United Natlons,

Food and Agricultural Statistice; Ministry of National Economy,

Econamic Bulletin (in Arabilc): United Nations Relief and Works

Agency for Palestine Refugees, Quarterly Bulletin of FEconomlc
Development, October 1951.

y Eetimate.




products, was adversely affected by large imports of manufactured goods.
The breakup of the custome iinlon caused further dlsruption, since some
Syrian industries, such as the making of silk and woollen textiles and

the drying and canning of fruits and vegetables, marketed a substantial
proportion of their output in Lebanon. This was, however, more than offset
by the increased protection given industry by the Syrian Govermment against
all foreign goods, including those of Lebanon. Increased constrmetion
activity on the Syrian portion of the trans-Areblan pipeline and the
beginning of work on the petroleum DPipeline from Irag to the Syrian coast
raised industrial employment and Incomes. Moreover, the rise in
agricultural incomes increased domestic demand for Industrial goods.
Investment, which had slackened in 1949 except for pipeline construction,
recovered in 1950, belng stimulated by govermment-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 eetback in some industries, notably textiles.
Table 32 shows the production of electric power and the output of several
leading industries. Recently established factories not included in this
table include glass works, & cement plant and a vegetable oll factory. In
March 1051, the compasnies in Damascus and Aleppo producing electricity were
nationallized.

Tn 1949 the foreign trade of Syria and Lebanon showed a large import
gurplus, 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 durling the second and
third quarters, led to a small export surplus of IS10 million during the
nine and a half months Tollowlng separation. Expenditures by the oil
companies and profits on gold and the transit trade seem to have more than
offset ltems of current expenditure, lesaving the current account of Syria
for the whole of 1950 approximately in balance. This was probably the Tirst
time since the war years that the balance of payments did not show a deficit
on current account. During the first quarter of 1951, the trade surplus
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Table 32. Syria: Output of Selected Industries

1987 to 1951

Industry or product
and unit 19b7 1948 199 1950 19/
Electricity (millions of

il lowatt-hours) b/..... vee. b7 56 69 81 70 ¢/
Asphalt {thousands of tons). 16 .. .. 20 10
Cement (thousands of tons).. 48 54 58 68 by a/
Cigarettes {toms)....... cees B33 962 1,192 1,361 1,327 4/
Arag (tomB)..eiveviananns e.s 590 1,070 542 820
Wine (tOOB).uvvvecrsvernsnas ¢ 0D 133 ks 170 ..
Alcochol, distilled (tons)... T 36 b1 195 128
Alcohol, crude (tons)....... 8 20 20 100 76
Cotton, yarn (toms)...... ees 1,600 2,h00 3,700 k,700 -
Cobton, plece-goods (millions

of metres)..... e renee i 17 1k 21 .. V.
511k apd rayon cloth

(millions of metres)....... 15 .o .. 27 Ve
Soap (thousands of toms).... b . 5 .
Suger (thousands of tons)... - - - 9 ..

Source: Statistical Office of the Unlted FNations; Ministry of National
Economy, Neshrat al ibesat al shahria (monthly bulletin of statistics),
August 1951, and Monthly Tconomic Bulletin, July 1951, August 1951; United
Nations Relief and Works Agency for Palestine Refugees, Quarterly Bulletin
of FEconomlc Development, October 1951.

5/ First six months,

b/ Of this total industry used 18 million kolowatt hours in 1948,
22 million in 1949 and 286 million in 1950.

¢/ Ten months,
g/ Fleven months,



amounted to £520 million, but in the following quarter there was an import

surplus of £S34 million and, in view of the decline in exports of textiles and

gralns, the balance for the year is likely to show a deflcit.

In 1049, Syria was subjected to powerful deflationary pressures, and
prices declined. Agricultural prices fell sharply, especially those of
wheat, owing to abundant crops and the world-wide decline in agricultural
prices, causing a contraction in income of farmers. In addition to the
large import surplus there was an accumulation of inventories. Because of
political uncertainty, much capital is believed to have been transferred to
Lebanon. A large budget deficlt failed to offset these deflationary factors
gince it resulted mainly from purchases of foreign war egqulipment.

The situation changed greafly in 1950, following the dissolutlon of the
customs union and the cutbreak 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 arnd wool. Crops
were good, and the value of exports showed a large Increase.

These factors are reflscted 1n the expansion in the money supply,
especially bank deposits, in 1950 (table 33). Tt would appear that the
Goverrment and the Bank of Syria, which fulfils many of the functions of a
central bank, co~cperated in carrying out a restrictive credit policy. This
falled to offset the upward movement, however, and prices rose appreclebly
wtll the apring of 1951, when large imporie and the decline In prices of
export crops once mors reversed the trend.

The budget estimates for 1950 balanced at ES1k2.8 million; those for
January to June 1951 at £567.8 million; and those for July 1951 to
December 1952 at £9265 milllion. These budgets included several development
projects. The port of latakla is being enlarged and Improved at an
estimated cost of BS20 million, to handle the increased exports of northern
Syria and to divert part of Syria's foreign trade away from Beirut. Iatakila
ig to be linked by a rallway to Aleppo. Most of the cost 1s being met by
the Government, asaisted by a $6 million loan from Saudl Arabila.

The increase in traffic through Iatakia 1s evident from the following
data on imports and exports, in thousands of metric” tons!
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Period Imports Exports
lgh?lllllll!ll‘.."’.l..‘. lo 18
191"8...I".O..Q.‘.I.‘l.ll. 16 17
1949

First h&lf...‘....ll...l 23 19

Secontd halfe.seeesaannos 17 126
1.550:

First halfll.""".!.ll 35 Bh

Second half...ccveeeesn. . 82 79
1951

First halfe.ucenesancans 8l L3

Third QUATEETrssecasasesrs 77 18

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

It appears that, owing to the undeveloped condition of the port, winter
traffic 1s sti1ll low, a fact which has railsed costs of warehousing,
insurance and interest and thus tied up funds which were required for
the finencing of crops and other projects.

Other public works projects being carried out Include road building
in E1 Jezira, and the installation of a water pipeline from the Euphrates
to Aleppo. The major irrigatlon projects in courss of executlon are on the
Khabur River, in El Jezira, from which 9,000 hectares will benefit in ‘the
spring of 1952; the Homs-Hama project, which now irrigates 22,000 hectares
and will eventually benefit 60,000; and the Rou} project, which calls for
the draining of swamps near Id1lib and the irrigation of 3,500 hectares.éé/

Tnited Nations Relief and Works Agency for Palestine Reufgees,
Quarterly Bulletin of Economic Development, October 1951.
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Table 33, Syria: Note Clrewlation and Bank Deposits
December 1948 to June 1951

(Millions of Syrian pounds)

31 December 31 December 30 June 31 December 30 June

Ttem 1948 1949 1950 1950 1951
Wote circulation..... 238.0 22,1 194.5 224 .6 236.h
Bani deposits........ 98.1 96.3 152.5 170.8 165.5
Total money supply 336.1 338.4 347,0 395.4 k01,9
Loans and advances .1 66.2 87.6 101.6 1084

Source: Minmistry of Netional Economy, Monthly Bulletin of Statistics

(in Arebic).
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Turkey

The years 1949 to 1951 witnessed an unprecedently high level of
investment in Turkey, financed mainly from internal sources and United States
Govermment loane and grants. TLarge-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 "counterpart funds" raised under the European Recovery Progrem.
Except during the months following the outbreak of war In Korea, the trend
of prices was therefore downward.

Following the very poor crops of 1988/L9, when the index of agricultural
output fell from )23 per cenit of pre-war to 112, satisfactory crops were
harvested in 1629/50, raising the index to 125.§1/ In 1950/51, acreage
in cereals was 8 per cent above that of the preceding year, owlng to
increased mechanizetion of agriculbure and the high prices offered by the
Government to growers. The number of tractors in uee 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 wae 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.éﬁ/ output of
cotton has increased greatly during the post-war period, as has the
production of sugar-beets (table 3L).

Tndustriel and mineral production increased in both 1949 and 1950
(teble 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 l950.§2/ The main obstacles. to increased output were the expansion in

Economic Co-operation Administration, Turkey, Country Data Book
(Washington, D.C., 1951).

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

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

(Area 1n thousends of hectares; production in thousands of metric tons)

Crop 1934-38  1gh6/h7  19h7/4B  19h8/49  194k9/50 195051
Wheat:
Acreage........ 3,450 h,177 b L78 k008 b k77 L 867
Production..... 3,412 3,246 4,867 2,517 3,872 5,616
Barley:
ACYe82e. cuocas. 1,772 1,805 1,828 1,759 1,902 2,048
Production,.... 1,95k 1,512 2,167 1,247 2,047 2,640
Maize:
ACTEREG. vausvese hho 35 534 597 593 623
Production..... 557 531 696 725 628 850
Rye:
T RCTreage........ 350 436 k53 k23 488 518
Production..... 336 348 514 27k ki3 655
Qate:
Acreage..c.o... 229 270 275 2gh 302 320
Production..... 223 196 323 236 316 352
Sugpr-beetas
T ACTEREE. vu s 28 46 48 51 50 52
Production..... 432 639 T21 818 821 957
Cotton:
ACTOBE0. cu v, . 2kg 206 271 347 Ln8g 630
Production..... 52 Ly 67 97 122 165
Tohacco:
ACTreage. vovanas 72 132 106 127 ‘e ..
Production..... 55 102 Th 91 85 g0
Sunflower seed:
ACTOREO. veeensn - 36 69 120 110 108
Production..... - 70 90 93 66 121

Source: TFood and Agriculture Organization of the Unilted Nations, Yearbook of
Food and Agriculiural Statistics, 1950; Food and Agriculture Organization reglonal
meeting in Bloudane, 1951, Current Food and Agricultural Production Situation in
Turkey; Turkish Information Office, News from Turkey (New York), 1© October 1951
and 28 January 1952.
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Turkey:

1938 and 1948 to 1951

Output of Principal Industries

(Thousends of metric tons except as indicated)

Industry 1938 1948 1949 1950 1951
Tuel ani power:
Electricity a/.... 313 67h 737 790 812 b/
CoBL.vsrvnransnnns 2,589 4,023 4,183 k4,360 b,730
Tignite.sanensnns 158 1,010 1,272 1,203 622 of
Mining:
Tron OF€.eveessenss 7 186 210 220 220
CODPeT cesesssrnrns 2.2 11 11. 1.7 i7.5
Textlles:
" Cotton yarn 4/.... 19,668 28,3k 29,708 30,212 23,476
Woollen yarn d/... L 500 7,462 7,878 7,457 5,149 of
Other industries:
Pig-iron....... cus - 100 113 110 155
Steel...viiecanany - 102 103 g1 135
Cement........ .o 287 336 363 396 400 ¢/
Glassware d/...... 5,028 10,092 10,412 8,292 ..
Paper %/. ......... 8,940 20,352 18,38k 18,228 17,525 ¢/
Sugar (refined)... 57 118 135 137 ..

Source: Unlted Nations, Monthly Bulletin of Statistics; Economic
Cooperetion Administration, Turkey, Country Data Book, 1951; Ministére

de l'Economis et du Commerce, Conjoncture (KonJonktinr).

a/ Millions of kilowatt-hours.

b/ Approximate.
¢/ Six months.
d/ Tons.

o/ Ten months.
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imports of manufactured goods and the sharp decline in sgricultural incomes
followling the poor crop of 1949. The textile industry suffered
particularly from forelgn competition; by the beginning of 1950, factories
had accumulated large stocks, and unemployment was widespread. This
condition continued until the aubtumn of 1951, when higher agricultural
incomes stimulated the demand. for local products. 0

Two main tendencies have manifested themselves during the past two
‘years. On the one hend the Govermment has sought to transfer to private
ownership several of the state-owned and state-operated enterprises, such
as merchant shipping, brewerles ani match factorles, but thie has so far
proved difficult.zl/ In order to extend long-term and medium-term credlt
to private industry, an industrial development bank was established in 1950
Jointly by the CGovermment and the International Bank for Reconstructlon and
Develomment.

On the other hand, there has been much investment in both govermment-
owned and private Industries. TFactories which have been recently bullt or

expanied, or which are under constructlon, include cement plante, meatpacking

equipment, sugar refineries, and factories for the production of electiric
bulbe, chemical and medicinal products, railway freight cars, paper,
cellulose and vegetable oils. Installed electric capacity hes beep raised
from 217,000¢kilowatts in 1947 and 305,000 in 1948 to 374,000 in 19h9,3—2/
and 402,000 in 1950.13/ The most important generating statlon recently
completed i1g the 60,000-kilowatt thermic station at Catalagzi, which cost
over $9 million.ZE/
hydroelectric plant at Sariyar, on the Salmrya river, which is estimated to

At present work is proceeding on an 80,000-kilowatt

707 Unlted States Department of Commerce, Foreign Commerce Weekly,
2l September 1951.

The Economist (London), 12 Mey 1951.

International Bank for Reconstruction and Development, The Economy
of Turkey (Washington, D.C., 1951)

Middle East Economist and Fipancial Service (Forest Hills, New York),

June 1951.
Kews from Turkey, 3 November 1949.
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cost $47 million and to be completed by 1951!».12/ A large-scale
improvement programme ls also being carried out by Eti Bank in 1ts coal,
lignite, iron-ore and sulphur mines.

Tn 1949, gross public investment, which slightly exceeded gross
private investment, was estimated at ﬂT?EQMmillion,lé/ out of & gross
netional product of LT7,000 million,ﬂ/ end in 1950 at TTS00 million.
Budget estimates of investment in 19511§/ were close to DTT00 million. Net
loans and grants from the United States Govermment from April 1948 to
31 December 1950 amounted to $68 million and $156.6 million, respectively.
Tn addition, Turkey received in 1950 loans of $25.4 million from the
International Bank for Reconsbruction end 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 1929 and the

amounts allocated for 1951 were as follows, in milllons of Turkish pounds:

75] Tbid., 29 March end 5 October 1950.

:(_§/ Tniernational Bank for Reconstruction and Development, The Economy
of Turkey, page 262.
'T'?/ Teonomic Co-operation Administration, Turkey, Country Date Book.

;é/ Tnternational Monetery Fund, lnternational Financlal News Survey,
12 Japuary 1951.
79/ Tconomic Co-operation Administration, Turkey, Country Data Book.
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Economic sector receiving

allocation 19k9 1951
Agriculture LA I B O BN B A I I A N A A N N N NN N RE] » 2? '] 5 lou
Electric power' L LS BRI N B BN N B R N B SRR N R Y 22 - h 131

InduBt Ty e srrsencnnnsasancenvsanracnnans 37.9
MInIngsesseeeearnsessnoccncosasancsanse T9.6
Public WOrke..eeeisinssssssosesssnnsnas 103.0 48
P rANEDOT e esracssnssvonsoasnssncannanea 225.0}

113

CommunicatlonB..esseeecacenscnsananeeas 21.7 272
Other.“..".ICII.ll"l.l..lh.ll.-.lﬂll u05 32
Total 528 .6 T00

Source: Internatlonal Bapk for Reconstruetion and
Development, The Economy of Turkey (Washington, D.c.,
1951); International Monetary Fund, Internationsl Financial
Fews Survey, 12 January 1951.

The total allocated For 1950 had been EP600 million. ProjJected and actual
investment in industry, mining and transport is set forth in table 37. The
high level of investment, as well &s the large-scale defence expenditure,
accounted for the budget deficits recorded during the period under review.

The closed accounts for the fourteen months ending on 28 February 1950 showed

a deficit of ET77.6 million, and the estimates for 1951 and 1952 forecast
deficite of E'173.9 million and ¥T234.8 million respectively. In recent
years, deficits have been met by Central Bank credits and by the issue of
Treasury bonds,

Largely as a result of poor crops, consumption declined in 1949, food
supplies per capita falling to 2,340 calories in 1949/50, againset 2,500 in
1948/h9 and 2,560 in pre-war years. Improved crops, however, resulted in a
rige of 7 per cent in 1950/5l.§9/ Sales of some iteme by goverrment

§07 Food and Agriculture Organizatlon of the United Nations, Food and
Agricultural Statistics, October 1651.




Table 36.

Turkey:

Ald received under the Europsan
Recovery Program, 1948 to 1951

Period

Economic Cooperation Administration

Counterpart funds

Toans GQGrants

Conditional
aid

Total

Deposited Withdrawn
(miliions of Turkish

(millions of United States dollars) pounds)

April through

Juns 1948 ...... 10.0 - - 10.0 . ‘e
July 1948 through

Juns 1949....... 28.0 1.2 9.8 39.0 ..
July 1949 through

Jung 1950....... 35.0 16.0 7.5 58.5 . .
July 1950 through

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

Cumlative total 73.0 62.2 17.3 152.5 200.3 96:1

Source: Economic Cooperation Administration, Turksy, Country Data Book
(Washington, D.C., 1951).

g/ Including an allotment of $7.8 million under the Mutual Defense Assistance
Progral during the fiscal year 1 July 1950 to 30 Juns 1951.
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Miring and Transport, 1949 and 1950

(Millions of Turkish pounds)

Projected and Actual Investment in Industry,

Source of investments Total estl~ Amount spent Allocations Remmining to
mted cost by end for 1650 be allocated
of 1949
Industrial investment
by Sumeer Banks:
ACh '« v 5 =T T 104.8 28.8 32.1 43.9
Iron and steel industry 19.1 - 8.4 10.8
OtheT s evaosnsossannans kg .5 25.1 12.9 11.5
Total 173.5 54 .0 53.4 66.2
Miping investment by
E+tl Bank:
- T P 307.9 76.2 51.2 181.5
coPmr..ll..IlllOllOQ.i 32.6 2"+q 5.6 2.2
Other.lloslﬂltnolionill 28! 9.6 h’-o lhaS
Total 368.9 110.6 60.8 198.4
Goverrment investment
in transport:
RailWeyS.cveersrensnses 375.0 169.5 &/ - 205.5 b/
POTES et arnonneannannas 218.0 25.0 a . 193.0 b/
Shipping and docks..... ho k . .. ho.k B/
HighWays . eeesvinisanens  1,650.0 .0 a/ . 1,576.0 b/
ALrIines..... 85.0 29.0 a/ . 56.0 b/
Total 2,377.k 297.5 a/ .. 2,079.9 b/

b porn

Source: Intermatlomal Bank for Reconstruction and Development » The Bconomy

of Turkez.

e/ Expenditure to Juns 1950.

b/ As from July 1950.



monopolies have not increased in the ssme ratio as the growth in
population since the pre-war period (table 38). Available figures for 1651
sales ghow a distinct increaee over the previous year.

The inflationary pressures arising from the budget deficlts were offset
by the large lmport eurpluses of 1948 and 15h9, which amounted to BT220
million and BT119 million respectively. The index of wholesales prices fell
from ite post-war peak of 507 (1937 = 100) in March 1949 to 422 in June 1950.
The outbreak of war in Eorea produced & speculative rlse in prices, while
the increased foreign demand for raw materials led to an expension In
Turkey's exports, reducing the import surplus for 1950 tc 62 million.

The index of wholesale prices rose sharply to 516G in March 1951 Good crop
prospects, however, exerted a downward pressure on prices, as did the

large increase in imports, mainly from the Organisation of European Economic
Co-operation countries, following liberalization of trade after the
establishment of the Buropean Paymenis Unilon in 1950, This resulted in an
import surplus of PT160 million during the first eight months of 1951. The
wholesale price index fell rapidly, to 475 in June, and 4h6 in August.

In teble 39 the principal items in Turkey's balance of payments in
1649 and 1650 are set forth. The figure shown for 1950 under the heading
"errors and omlssions”, 1s believed to "reflect primarily unrecorded
w81/ When this
is taken into account, 1t appears that grants, loans and drawing rights Tfrom

prepayments for importe and proceeds of exports left abroad.

the United States and the countries participating in the Organlsation for
Buropean Economic Co-operation, aggregating about ET320 million, falled to
close the gap in Turkey's accounts and thet the country had to draw on its
asgets to the extent of ET133 million.gg/

517 Tnternational Monetary Fund, Balance of Payments, 19h9-50, (Washington,
D'C')’ P&ge 37‘5"

82/ Ibid., page 377. The main credit items, in mlllions of Turkish pounds,
were: United States Turkish aid programme, T7.6; Econcmic Co-operetion
Administration grents, 40.3; OEEC loams, 75.7; OLZEC drawing rights,
130.6.
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1938 and 1948 to 1950

Sales by Government Monopoliss

(Thousands of metric tons or litres, as indicated)

Comnmodity 1938 1948 1949 1950
881t Bfcierinsnoanens 170 237 236 2kg
Sugar 8/.ccseecencnnes 57 118 135 137
Tobacco af.ev.. ceeees . 1k 18 18 18
BeoT Bfieiesscannesnas 2,652 18,636 16,356 17,627
Wize bfieeesieianense. 6,372 10,46k 11,556 12,719
Arag bfeveieriiinanas  T,hO4 7,500 6,480 6,252

Source!

Minigtere de 1l™Mceconomle et du Commerce:

_a_/ Thousands of motric tons.

b/ Thousends of litres.

Conjoncture (Konjonictiir).
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Table 39. Turkey: Balance of Payments, 1949 and 1950
(Millions of Turkish pounds)

Item 1949 1950
Credit Debit Balance Credit Debit Balance

Current transactions:

Merchandise.oceess. 693.9 877.5 -183.6 737.6 789.5  -51.9
Travel, transport
and insurence..... 17.8 103.6 85.8 18.7 109.8 -91.1
Investment incoms.. 1.0 37.6 =36.6 0.k 37.7 =37.3
OtheT.eouceaconaons 35.9 k8.0 -12.1 38.6 hé.0 ~T.4
Total, goods and
services T48.6 1,066,7 -318.1 795.3 983.0 -~187.7
Donations (including
official grants)... 273.9 66.6 20k.3 283.7 36.5 oh7.2

Total, current
transactions..... 1,022.5 1,136.3 ~113.8 1,079.0 1,019.5 59.5

Movemsnt of capltal and
wonetary gold: -37.9 ko.9 ~78.8 «152.0 53.0 -205.0

Errors and omissions: a/

Net errors and
OMIEEiONSecervonsns 35.0 2645

Source: Interoational Mometary Fupd, Balance of Payments Yearbook,
1969-50" (Washington, D.C., 1951).

9._/ Difference betwsen capital movements apd current transactions.












