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FOREWORD

This Review of Economic Conditions in the Middle
East, 1951-52, lorms part of the survey of the world eco-
nomic situation prepared by the Secretariat of the
United Nations and issued as World Economic Report,
1951-52. The review complements the series of annual
surveys prepared by the secretariats of the Economic
Commission for Europe, the Economic Commission {or
Asia and the Far East, and the Fconomic Commission for
Latin America. The present report is a continuation of
the earlier Summary of Recent Economic Developments
in the Middle East, for 1950-51, and Review of Eco-
nomie Conditions in the Middle East, covering 1949-50.

Certain aspects of the economic situation of Middle
Fast countries have been given particular attention in
this report. Problems of production and prospects for
economic development are touched on in the “Intro-
duction” and are more {ully dealt with in the first three
chapters, on agriculture, industry and petroleum. An
effort has been made to give an over-all piclure of
industry—its progress and its limitations, its structure
and its place in the economies of various Middle Fast
countries—and further details are contained in the ap-
pendix deseribing the major industries of the region,
It has also appeared desirable to assemble information
on the aid given to Palestine refugees by the United
Nations (chapter 8}, and on the contribution made to
the economic development of the region during recent

iii

years by international organizations and feoreign coun-
tries, both in the form of capital (chapter 7}, and
of technical assistance (appendix B). Because of lack of
data, comprehensive treatment was not possible in the
case of foreign capital in the region. For the same
reason, chapter 4 on price movements is also brief.
Chapter 6 contains ounly a short summary of foreign
trade aspects, since a detailed study of this subject is
in progress. A study of public finance, a subject which
has not been dealt with in detail in previous reviews,
las been included in chapler 5 of this report.

The Review was prepared by the Division of Eco-
nomic Stability and Development of the Department of
Economic Affairs, with the assistance of the Statistical
Office of the United Nations. The Fiscal Division of the
Department of Economic Affairs furnished the chapter
on public finance. The chapter on the 1efugee problem
was contributed by the United Nations Relief and
Works Agency for Palestine Refugees, and data on agri.
culture were supplied by the Food and Agriculture
Organization of the United Nations. The appendix on
technical assislance was compiled from documentation
furnished by the Technical Assistance Administration
and the Technical Assistance Board of the United
Nations, and from governmental reports on technical
assistance provided under bilateral agreements.



EXPLANATION OF SYMBOLS

The {ollowing symbols have been used throughout the report:
Three dots (.. .) indicate that data are not available or are not separately reported
A dash {—)} indicates that the amount is nil or neglible
A blank in a table indicates that the item is not applicable
A minus sign (—) indicates a deficit or a decrease
A full stop {.) is used to indicate decimals
A comma (,) is used to distinguish thousands and millions
A slash (/) indicates a crop year or fiscal year, e.g., 1950/51

Use of a hyphen (-) between dates representing years, e.g.,, 1934-38, normally
signifies an annual average for the ecalendar years involved, including the beginning
and end years. “To” between the years indicates the full period, e.g., 1947 to 1951 means
1947 1o 1951, inclusive.

References to “tons” indicate metrie tons, and to “dollars” United States dollars,
unless otherwise stated.

Details and percentages in tables do not necessarily add to totals, because of
rounding,.

Information regarding rates of exchange may be found in issues of the United
Nations Monthly Bulletin of Statistics.

“Israel /Palestine” indicates the area after the establishment of the State of Israel,
and, prior to that time, the territory of the Palestine Mandate. The designation “Jordan”
refers to the Hashemite Kingdom of Jordan and, in the earlier period, to Transjordan
Unless otherwise indicated, the Sanjak of Alexandretia is included in Syria before
Tune 1939, and in Turkey thereafter,
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INTRODUCTION

The impact of international economic events varied
markedly during 1951 and 1952 in different couniries
of the Middle East.? In general, the rise in prices of raw
materials following the outbreak of hostilities in Korea
improved the region’s terms of trade, while the reversal
of this trend towards the end of 1951 and the beginning
of 1952 tended to remove the stimulus to economic ae-
tivity provided by higher export prices. Such reper-
eussions were most noticeable in countries whose slaple
exports registered the greatest price fuctuations—{or
example, cotton in the case of Egypt and the Anglo-
Egyptian Sudan—and in such countries as Lebanon,
where the economic life is most closely linked with the
world economy. In some countries internal factors
tended to intensify the effects of inlernational trends,
while in others such factors exerled an offselting in-
fluence. For example, economic activity in Iran was
largely influenced by the loss of oil revenues and the
de facto devaluation ol the rial in 1951 and 1952; in
Israel the main problem continued to be the integration
ol mass immigiation into the national economy; and in
the oil producing countries, though petroleam prices
remained unchanged, greater oulput and larger royal-
ties increased the availability of foreign exchange and
the possibilities for increased investment.

In the region as a whole, economic development made
only slow progress in 1951 and 1952, Certain countries,
however, made advanees, and some of the prerequisites

for future development were attained. Agricultural pro-
duction showed a small rise, record output in Turkey
in 1951 more than offsetting poor crops harvested in
most countries of the Tertile Crescent—Iraq, Istacl,
Jordan, Lebanon and Syria. Oulput of crade oil in-
creased in spite of the almost complete cessation of
production in Iran, but in 1951 the region’s share in
world production fell off slightly. Production in other
industrial sectors also rose, though there were marked
divergencies in various branches of industry among the
different countries. Some ol the measures undertaken
in 1951 and 1952 were expected, during the coming
years, to ease the task of economic development to some
extent. Revisions in petroleum agreements, coupled with
increased oil production, more than doubled the funds
available for development, and steps were taken, nota-
bly in Iraq, to use such funds {or that purpose. Several
agrarian reform laws which were adopted were ex-
pecied, when implemented, to lead to an increase in
agricultural production and farm income. A growing
number of Middle Eastern countries requested technical
assistance in an increasing variety of fields from the
United Nations, the specialized agencies and other in-
ternational organizations, while assistance by France.
the United Kingdom and the United States under hi-
lateral agreements was also expanded. The Arab League
continued its efforls Lo promole ceonomic co-operation
among its members, as did the International Islamic
Economic Organization.

Summary of Major Economic Trends

In the region as 2 whole, agricultural production in
1951 was slightly above that of 1950; available infor-
mation indicates that the harvest of 1952 was, in general,
satisfactory. In 1951, the share of the major crops of
the Middle East in world production was somewhat
higher than in the preceding year. There were, however,
marked differences among various countries of the re-
gion, While there was [avourable weather in certain
parts of the area, as in Turkey, the countries of the
Fertile Crescent suffered a severe drought, which re-
duced crop yields and output. The cultivated area was
larger in some countries, including Turkey, Iraq, Syria,
Israel and Saudi Arabin; but in many countries the size

' The following countries have been included in the study:
Afghanistar, Egypt, Iran, Iraq, Israel, Jordan, Lebanon, Saudi
Arabia, Syria, Turkey, Yemen; the Anglo-Epyplian Sudan;
Aden Colony, Aden Protectorate, Babrein, Cyprus, Kuwait,
Muscat and Oman, Qatar pad Truciel Oman

of the cultivated area 1emained stationary. Cereal yields
exceeded the 1934-38 average in Turkey, but in most
countries they were below pre-war levels. As in previ-
ous years, the volume of domestic agricultural produc-
tion was insulflicient to meet the needs of the growing
population in several countries, notably Egypt and
Israel, and in spite of cereal surpluses in Iraq and
Turkey the region was a net importer of cereals as well
as suger and other foodstufls. Regional cotton produe-
tion was fairly stable, increases in Syiia and Turkey ofl-
setting some decline in Egypt. Fruit and vegetable pro-
duction increased in Egypt, Israel and Lebanon.

General agricultural conditions in 1951/52 were
similar to those of previous years. Comparison of 1947
51 with the pre-war situation indieales an increase in
agricultural output in most countries; this rise was due
principally to additional cultivated area, since average
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yvields remained at the same level as before the war, o1
declined. Agriculture continued largely undiversified,
in spite of the incieased cultivation of cotton, tobacco,
fruits and vegetahles. There were widening differences
among the countries of the region with respect to prog-
1ess in production, increase in cultivated area, im-
proved lechniques in cultivation and agrarian reforms—
contemplated or under way.

Industry maintained its upward trend during the
period under review. Quiput in 1951 was greater than
in previous years, and available figures for 1952 indi-
cated a further 1ise. This increase may be atiributed
mainly to expansion in puichasing power caused by
laiger crops or by higher export prices; in Israel the
widening of the market by large-scale immigration
stimulaled industrial growth to a marked degree. Indus-
trial investment was high in Israel and Turkey, both of
which benefited from substantial foreign financial as-
sistance, but in the other countries of the region, indus-
trial investment appeared to have declined from the
level attained during the immediate post-war period.

Progress in manufacturing was uneven. Some
branches of the two piincipal industries of the region,
textiles and food processing, showed only a slight in-
crease, while in others output actually declined. The
construction and cement industries, which expanded
steadily from the end of the war to 1951, slowed down
during 1952, Mining and certain more recently estab-
Hshed industries, however, such as metallurgy, chemi-
cals and engineering, developed rather 1apidly.

Urban unemployment continued high, the decline in
textile and construction industries offsetting increased
employment elsewhere, Other special factors tending
to raise unemployment were, in Egypt, the withdrawal
of workers from the Suez Canal zone during the dis-
turbances late in 1951; in Iran, the almost complete
stoppage of work in the oil industry and the slow-
ing down of public works owing to lack of funds fol-
lowing the nationalization of the petroleum industry in
1951; in Israel, large-scale immigration; in Jordan,
Lebanon and Syria, the presence of a large number of
Palestine Arab refugees; and in Tutkey, the influx of
refugees from Bulgaria.

The petroleum industry of the Middle East continued
to grow in 1951 and 1952. In spite of the cessation of
exports from Iran, the crude oil production of the re-
gion increased by 10 pex cent in 1951 and 8 per cent in
1952, owing to marked increases in supplies from Iraq,
Kuwait and Saudi Arabia made possible by the exten-
sion of pipelines and other facilities. The share of
Middle East crude oil in expanding world production
declined slightly in 1951 but rose agair in 1952; how-
ever, with over half of the proved world oil reserves,
the Middle East accounted for only 17 per cent of
world production in 1952, a figure stightly higher than
those of 1951 and 1950. The production of refined prod-

ucts decreased approximately 17.5 per cent in 195]
compared with 1950, because of the closing of the
Abadan refinery; consequently, the share of the Middle
East in world production of refined products declined
much more than its share of crude oil output. The re-
sumption of oil operations in Iran was not accom-
plished, except to a limited extent,

The benefits derived by other Middle East countries
from oil activities showed a considerable increase.
Owing hoth to expanded production and to new profit-
sharing agreements hetween the oil companies and the
local governments, direct payments to governments by
oi! companies increased from nearly $190 million in
1950 to $260 million in 1951 and to approximately
$440 million in 1952, Moreover, the oil companies spent
large sums in the region to purchase materials and to
pay wages and salaries. Non-producing countries in the
arca derived some bencfits {rom transit and other fees
on pipelines and from expanded purchases by the com-
panies and their employees, In 1951, the consumption
of ail by the countries of the Middle East amounted to
a little less than one-filth of the region’s output in
terms of crude oil; most of this was in non-producing
countries. Preliminary studies have been undertaken of
the possibility of utilizing the natural and refinery gases
which are the by-products of oil operations; all but a
small part of this important source of energy has re-
mained unused because of lack of markets and facilities.

The terms of trade of the Middle East countries im-
proved markedly in both 1950 and 1951, the chief ex-
ceptions being Iran and Israel. Export prices, which in
1950 were generally well above those of 1949, rose
turther during 1951, Import prices increased steadily
during the period under review, but in most countries
the 1ise was less than in export prices. There appeared
to be a reversal of this situation and a distinct deteriora-
tion in the terms of trade at the end of 1951 or the be-
ginning of 1952.

In general, the quantity of exports did not increase
in 1950 and in 1951, while the quantity of imports rose
appreciably. Import surpluses increased somewhat in
1951, owing to a 25 per cent rise in the total value of im-
ports, and available figures tor 1952 showed a marked
increase in import surpluses, measured in dollas, and
a still greater relative rise when measured in the local
currencies which were devalued at the end of 1951 or
the beginning of 1952.

The most striking change in the composition of Mid-
dle Last exports was the rise in shipments of eotton,
which in 1951 formed the leading export item of Iran,
Syria and Turkey, as well as the Anglo-Egyptian Sudan
and Egypt. As regards imports, there was a large in-
crease in purchases of cereals, owing both to the growth
of population and to the diversion of land to cotton.
Imports of cotton piece-goods continued to decline in
some countries as a result of greater local production.




Summary of major eeconemic trends

The high level of construction resulted in a rise in im-
ports of metals and metal manufactures in 1950, but
in 195] the tighter supply situation and the increase
in local production reversed this trend in Egypt and
Turkey. Imports of machinery and appliances showed
an over-all rise, reflecting the gradual growth of in.
dustry in the region.

Lxports to the sterling area, the United States and
France rose more than impo1ts from these areas. Owing
to stockpiling of such raw materials as cotton and
chrome in the United States, that country’s relative im-
portance as a market for Middle East goods increased
in 1951, as it had in 1950. Western Germany’s trade
with the Middle Last grew very rapidly, ils exports ris-
ing about sixfold between 1949 and 1951 and its im-
ports increasing almost as much; western Germany be-
came the most important supplier and the largest cus-.
tomer of Turkey and played a leading part in the
trade of Egypt and Iran. In the first half of 1952, the
trade of the Union of Soviet Socialist Republics with
Iran rose appreciably, and its trade with Egypt showed
a slight increase. There was a further decline in the
already reduced volume of trade within the region.

During the period under review, the balance of pay-
ments situation was largely determined by changes in
raw material prices, increases in royalties paid to gov-
ernments of oil producing countries and the flow of
foreign funds into Israel and Turkey. These {actors
enabled practically all Middle East countries to add to
their holdings of foreign exchange in the second half
of 1950 or the first half of 1951, but rising import sur-
piuses and loss of oil revenues in Iran necessitated
heavy withdrawals: reserves for the lattey part of 1952
in all countries which did not produce petroleum on a
large scale were well below the 1949 level. The in-
complete date [or oil producing countries pointed to
a rise in their foreign exchange reserves. Available in-

formation indicated that the reserves of major oil pro-
ducing countries would continue to grow while those of
other countries would dwindle, and that this difference
would have important implications for their respective
prospects of development.

During recent years, aid to the Middle East under the
technical assistance programmes of the United Nations
and the specialized agencies has increased ; on 1 Decem-
ber 1952, 273 experls were in Middle East countries,
compared with 105 at the end of 1951, and the number
of fellowships increased from 63 to 307 in the same
period. France, the United Kingdom and the United
States, in addition to their contributions to these pro-
grammes, have provided direct technical assistance lo
certain countries of the region under bilateral agree-
ments. Technical assistance by France was {urnished
principally through expert missions, the number of
which in the region had reached forty-nine by the end
of 1952. The United Kingdom has given direct financial
aid to Egypt and Jordan, has rendered technical as-
sistance to most Middle Last countries through the Brit-
ish Middle East Office and has established special proj-
ecls, such as the Desert Locust Contro! Organization
and the Cyprus Forestry College. Technical assistance
by the Technical Cooperation Administration of the
United States under the “Point Four” programme ex-
panded rapidly in 1952, and the amount of the United
States contribution from 1951 to the end of the 1952/53
fiscal year was expected to reach $72.6 million. Similar
substantial technical assistance was provided [or Turkey
through the Organisation for European Economic Co-
operation. Thus, through these and other channels, such
as the direct recruitment of experts by Middle East gov-
ernments and private industrialists, the countries of the
region increasingly availed themselves of the experi-
ence of economically developed countiies in attempting
to solve their problems of economic development.

Problems of Economic Development

Diflerences in trends in agriculturel and industrial
production among the various countries of the region,
as well as the divergent movements in halances of pay-
ments and foreign exchange reserves mentioned in the
preceding paragraphs constitute some ol the numerous
aspects of the rapidly increasing diversification of the
Middle East, a diversification which ne analysis of
cconomic development in the region can ignore. While
the Middle East was never a highly integrated area,
there was until recently a fundamental similarily among
its component parts. Much of this similarity remains
but, as a result of differences in the origin, nature and
pace of economic development in various countries. in-
creasing diversity is evident. At the present time, there-
fore, while the countries have Lo overeome many iden-
tical problems in their economic development, cach has

several no less important problems which are peculiar
to the country as a consequence both of long-lerm trends
and of the evenls of the past few years.

Similarilies among parts of the Middle Fast arise
from a number of causes—political, physical, economic
and social.* The Ouloman Empire controlled most of the
region [or several centuries, and theugh its authority
over some ol the outlying provinces was slight, the
greater part of the area was subject to the same eco-
nomie, commercial and monetary policies, and there
were few bairiers impeding the movement of persons
and goods belween its various centres. As to physical
conditions, the scarcity of rainfall in most of the region

* See Enited Nations, Review of Ecoremic Conditions in the

Middle East, Supplement te Forld Economic Report, 1949.50,
Sules No.: 1951 11 C3
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has resulted in much the same pattern of agriculture
throughout, with a sharp contrast between rain fed cul-
tivation and intensive irrigation; it has led farmers to
concentiate on the same range of crops, chiefly wheat,
barley, cotton and certain kinds of vegetables and
fruits; and it has brought about the formation of groups
of nomads who fulfil identical economic functions and
present similar social and political problems. Econom-
ically, the Middle East is awakening fiom a secular
economic stagnation which was dispelled only in the
latter part of the nineteenth or in the twenticth century.
Agricalture and animal husbandry occupy by far the
greater part of the population--between 75 per cent and
90 per cent in most of the countries; industry remains
secondary, except in the special case of petioleum,
which is exploited mostly by foreign concerns, and in
even the most developed countries certain branches of
industry have not progressed beyond the stage of handi-
cralts; neaily everywhere output is low and agricul-
tural yields, except for a few export crops of high value,
are unsatisfactory. Mineral resources have been only
partially surveyed. As in other under-developed re-
gions, Incal savings are very small, owing to poverty,
and are imperfectly channelled into productive invest-
ments. Apart {rom petroleum, two or three agricultuial
commadities form the bulk of the export trade, and the
value of exports fluctuates greatly, depending as it does
on conditions in world markets, where they constitute a
minor element, The utilization of natural and human
resources is extremely limited; there is a shortage of
qualified manpower and of entrepreneurial and mana-
gerial skills, while concealed unemployment is wide-
spread, especially in agricultuze. In most countries the
population is growing at a rapid rate which, from the
scanty evidence available, seems to be outstripping the
increase in the volume of domestic production, and
which seems unlikely to slow down in the foreseeable
future, with improving conditions in public health.
Finally, the social stiucture is characterized by marked
inequalities; between the very rich, who are few in
number, and the very poor, who comprise most of the
population, there is a small middle class whose size and
importance, while growing, is very limited.

While Lhis similarity in the economic and social back-
ground of the Middle East countries is still the domi-
nant feature, an element of diversity has been intro-
duced, as stated earlier. With the development of the
region it has steadily gained in importance. This diver-
sity atises {rom a number of circumstances.

Foreign capital, the original stimulus to development
in most countries of the region, was invested in various
fields, at different times, and on a varying scale, In the
second half of the nineteenth century a large amount of
capital was invested in Egypt, mainly from France and
the United Kingdom, permitting expansion in output
and exports of cotton, establishment of an adequate
banking system and development of a close nelwork of

railways and harbours. The same piocess took place,
but to a lesser degree, in Lebanon and Turkey. Invest-
ment in the petroleum industry in the Persian Gulf area,
begun shortly before the First World War, and accel-
erated in recent years, has reached nearly $2.000 mil-
licn and has made the area one of the world’s leading
oil centres; indizect but substantial impetus has thus
been given to the development of other economic ac-
tivities in oil producing countries. During this period,
the influence of Jewish immigrants and capital in Pales-
tine also resulted in rapid economic expansion, which
was accelerated after the establishment of the State of
Istael. In addition, foreign aid, mainly under the United
States Feonomic Cooperation Act, the Mutual Security
Act and the Greek-Turkish Aid Act, stimmulated the de-
velopment ol Turkey.

These incentives to economic development had one
characteristic in comrmon: their influence was localized,
rately extending beyond the boundaries of the country
in which they operated. The progress 1egistered in one
part of the region had little o1 no effect on nearby
countries. One reason, of decreasing importance, was
geographic. The Middle East has been aptly compared
to an archipelago, and a glance at a vegetation map of
the region shows it to consist of many relatively small
areas of cultivation {such as the Nile Valley, the Levant,
Mesopotamia, Arabia Felix, the coastal belt of Anatolia
and the 1im of the Iranian platean) interspersed with
vast stretches of desert. Unti] these deserts had been
spanned by rzilways and modern highways, and the in-
tervening zones made safe, communication between the
main centies was necessarily tenuous and precarious.

After the First Woild War, transport systems im-
proved rapidly, and the physical barriers to communi-
cation were to an increasing exten! overcome, But new
barriers then atose, in the shape of Stale frontiers.
At the present time, the hundred million inhabitants of
the region live in no fewer than twenty political entities,
more than half of which are sovereign states. As each
country gained political independence, it sought to
promote ils economic well-being through policies de-
signed to develop its own resources as fully as possible.
Preoccupied with its own economic problems, no gov-
ernment has modified either its course of action o1 ils
plans in the light of developments in other parts of the
region. This tendency continued after the Second World
War. Under the mandates there were no tariff barriers
between Lebanon, Palestine, Syria and Transjordan,
but the achievement of independence broke the mone-
tary and fiscal ties holding some of these areas together,
In 1950 the customs union between Lebanon and Syria
was also brought to an end. As a consequence of the
conflict in Palestine, economic ielations between the
Arab countries and Tsrael were severed.

There have been practically no international arrange-
ments for the co-ordination of economic development
policies in the region, with the impoitant exception of
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an agreement on the division of Nile waters among the
riparian States. Under the impact of the Second World
War, when the Middle East was cut off from its main
suppliers and markets, and aided in pa1t by the activi-
ties of the Middle East Supply Centre, cconomic rela-
tions became closer and the volume of trade within the
region increased appreciably; however, the reopening
of international trade channels alter the war led to a
reversal of this trend. At present intraregional trade
constitutes less than 10 per cent of total trade, about
the same as the pre-war proportion. The only develop-
ments which have had appreciable effects on neighbour-
ing countries have been some of the oil projects. The
expansion in purchasing power in certain oil producing
countries benefited neighbouring countiies which sup-
plied goods and services. As a result of the construction
of pipelines from the Iraqi and Saudi Arabian fields to
the Mediterranean coast, employment 1ose somewhat in
Lebanon, Palestine and Syzia, increasing royalties were
paid to the governments whose territories the pipelines
crossed, and refineries supplying [uel for local needs
at more favourable terms were huilt, or are under con-
struction, at the Mediterranean terminals.

This exception is still of limited importance and, so
far, has not given rise to unilerm trends in the economic
development of the different countries. Moreover, the
diversity arising from the faclors mentioned has lended
to be amplified in the post-war period by several others.
As countries have begun to intensify their econemic
development, dillerences in their resources tend to dif-
ferentiate them more and more. For instance, the avail-
ability of additional cultivable land is strikingly dif-
[erent in Egypt and Israel, on the one hand, where prac-
tically all progress depends on irrigation, and in Iran,
Traq, Syria and Turkey, on the other, where wide areas
may be made cultivable without irrigation. Although
the region has not been thoroughly surveyed, the avail-
ability of mineral resources also appeais to differ
widely fxom one country to the other. The rale of popu-
lation increase also varies, mainly because of the inflow
of immigrants or refugees inlo some countiies and
because of divergences in health standards. The rela-
tionship of different Middle East countries with the
major Powers has not been identical, a [act which has
had important economic consequences and has con-
tributed to the diversity of their problems. Thus, owing
to both long-term trends and recent changes, the prob-
lers of development in the countries of the Middle East
appear increasingly different.

In Egypt, development policies are conditioned by
the [act that, unlike other Middle East countries, it has
cartied out an agricultural revelution, based on elabo-
rale and costly irrigation projects, lavish use of fer-
tilizers, careful selection and breeding of cotton strains
and intensive application of labour to the land. This has
raised the country’s vield per acre far above the re-
gional level, and has enabled it to support a much

greater density of population. The income of this popu-
lation, which during the past thirty years has been grow-
ing more rapidly than the acreage of cultivated land,
has become mainly dependent on the value of cotton in
the international market; and the standaxd of lving has
tended to ffuctuate with the price of colton while the
population increase has exerted a downward pressure.
At present the main object of Egyptian economic policy,
like that of most Middie East countries, is to expand
agricultural production and to stimulate industry, so
that the rate of rise in national income will be greater
than the rate of population growth. Progiess in agrical-
ture is impeded by the {act that ali the land which can
readily be cultivated is already under the plough, and
that further extension is dependent on large expendi-
tures for irrigation; moreover, agricultural methods
have improved so much that there is no longer scope
for a spectacular increase in yields but only for a con-
tinnation of the steady advance of the past few decades,
interrupted by the war, In both respects, Egypt differs
from most other Middle Fast countries, but it shares
with them the usual obstacles which hinder the indus-
trialization of under-developed regions. The agrarian
reform faw adopted in 1952 provided the legislative
basis for transfer of one-tenth of the cultivable area Lo
small farmers or landless {farmers, and was intended to
raise agricultural production and stimulate industry
both by widening the domestic market and by diverting
capital from the purchase of land to industrial invest-
ment.

In the Anglo-Egyptian Sudan, as in Egypt, cotton
constilutes the greater part of the exports. The Sudan,
Lowever, does not sufler from the same population pres-
sure as Egypt; while the entire Egyptian economy rests
on coiton, in the Sudan most of the population is en-
gaged in subsistence agriculture or animal husbandry
and has few dealings in the market. Hence, fluctuations
in cotton prices mainly aflect some thirty thousand
families, tenants under the Gezira scheme, and other cot-
ton growers. The 1ecent cotton hoom has been of great
benefit to farmers and has provided the Government
with relatively large funds for economic and social
development projects.

In Israel, economic development has been intensified
to absorb the increase in population, which has taken
place on a larger scale than in any other country of the
region. Between May 1948 and the end of 1952, Israel
received 717,000 imimigrants and its population rose
by about 120 per cent. Output has not kept pace with the
growth in numbers; thus, in September 1951 the Min-
ister of Finance estimated that industiial and agricul-
tural production had increased by 80 per cent since the
establishment of the State, while population had more
than doubled. Moreover, the standard of living has been
maintained at a much higher leve!l than that of sur
rounding countrjes. This has been made possible by a
very farge import sumiplus, financed by a large-scale
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inflow of foreign {unds in the form of donations, inter-
governmental loans and a $500 million Israel govern-
ment bond issue floated in the United States. In order
to increase production and eventually balance its for-
eign trade, [srael has kept investment at a rate equal,
in recent years, to one-third of the national income,
with resulting powerful inflationary pressure. The basic
economic dilemma of Israel consists in the fact that a
high level of investment, necessary to increase output,
tends to aggravate its balance of payments dificulties
and to reinforce inflation, while reduction of the deficit
in foreign trade reacts adversely on both production
and the standard of living. Various measures taken to
deal with the situation include import licensing, differ-
ential rates of exchange, high taxes on individual and
corporate incomes, and rationing of food and some con-
sumer goods.

The population of Jordan, including the incorporated
districts of Palestine, has increased hy about two-thirds,
owing to the inflow of Arab refugees from Palestine.
The problem presented by these refugees has overshad-
owed all others. So far, the burden of supporting them
has been borne chiefly by the United Nations Relief and
Works Agency for Palestine Refugees and by other in-
ternational agencies, and it is clear that the refugees
cannot be integrated into the economy of Jordan unless
large-scale economic development takes place. A begin-
ning has been made in this direction in the form of a
multiple-purpose project on the Yarmuk River.

Israel’s northern neighbours, Lebanon and Syria,
also have a large Arab refugee population; here, too,
international aid has more or less insulated the refu-
gees from the national economies. The main issue pre-
occupying these two countries, during the past three
years, has been the dissolution of the customs union
binding them until March 1950. This change has neces-
sitated profound adjustments in both economies, which
had been complementary to each other in many impor-
tant respects. Thus, several Lebanese industries mar-
keted most of their output in Syria, while Lebanon was
Syria’s principal customer for agricultural products.

Lebanon is adapting itself to changed conditions by
expanding its output of fruits and opening new markets
for them, and by increasing the scope and volume of its
services, notably to tourists and transit traffic, through
banking and foreign exchange services and entrepdt
trade. In this it has been helped by the construction of
the largest airport in the region and by excellent port
facilities. The increase in the flow of oil to Mediterra-
nean termipals has also had favourable eflects, both
direct and indirect, on the Lebanese economy.

In Syiia, the mainspring of development has, in re-
cent years, been the increase in cotton production.
Between 1949 and 1951, cotton acreage rose sevenfold
and ontput threefold. Markets have been found in west-
ern Europe, and the rise in cotton prices following the

outhreak of hostilities in Korea resulted in a substantial
increase in national income, This, in turn, provided an
internal market for several new industries, established
in the post-war period, which had faced considerable
difficulty both from foreign competition and from the
insufliciency of local purchasing power. Progress in
other agricultural fields, though substantial, has not
occurred on a scale comparable to that in cotton, and
Syria still has a large potential of untilled cultivable
land.

With the exception of Iran, the oil producing coun-
tries of the Persian Gulf have experienced a great in-
crease in royalties and other income derived from
petroleum. Most of this increase in government rev-
enues has been used for current expenditure, or to build
up balances, but a growing proportion is now being
devoted to development projects. In Saudi Arabia, rail-
ways, highways, airports and harbours have received the
greatest share, but appreciable progress has also been
made in irrigation, public utilities and social services.
In Kuwait, development has occurred mainly in social
services, hospitals, housing and provision of drinking
water. In Iraq, a comprehensive development plan has
been drawn up under a board to which 70 per cent of
all oil revenues are allocated. Included in the plan are
irrigation and drainage works, highways, bridges, pub-
lic buildings, and agricultural and industrial projects;
a start has been made on several of these.

A common characteristic of the major oil producing
countries in 1952 was that the obstacles to development
were no longer financial. Thus, in Iraq, in so far as
progress on the development plan was slower than an-
ticipated, the main reuson was shortage of materials and
of administrators, technicians, skilled workers and
semi-skilled labour. Kuwait presented an extreme case
in point. With an area of 21,000 square kilometres,
very poot in natural resources, and with a population
of only 170,000, Kuwait received about $140 million in
o0il revenues in 1952. Clearly the expenditure of an
appieciable fraction of this sum might generate rapid
and powerful inflatien and its concomitant difficulties.

Since the nationalization of Iran’s petroleum indus-
try, initiated in March 1951 and resulting in a cessation
of oil exports, cconomic changes in Iran have been
entirely different from those in other oil producing
countries. The loss of income from oil, which in recent
years accounted for more than 2 tenth of the national
income and about half the budget of the seven-year
development plan, had wide repercussions on develop-
ment. Direct payments by the petrolesm company con-
stituted between one-sixth and one-fifth of all govern-
ment 1evenue, while the foreign exchange resulting
from the company’s operations {ormed between one-
half and two-thirds of the country’s total receipts. More-
over, the oil industry employed 70,000 workers of the
total industrial labour force of 300,000. Consequently,
the vears 1951 and 1952 were characterized by exten-
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sive unemployment; by a large deficit in the balance
of payments, offset only in part by a small rise in agri-
cultural and industiial output; by a decline in foreign
exchange reserves; and by the stopping of development
projects undertaken by the Government. It is not pos-
sible to say whether the flow of oil exporls and the
financing of development projects from the proceeds of
petroleum revenues will be resumed in the near future
or whether the Iranian economy will succeed in adjust-
ing itself to the loss of revenue irom the oil industry
and will And other sources {or Anancing development.

Owing to a combination of {avourable factors, in-
cluding abundant and varied natural resources, together
with large-scale aid from the United States and Joans
{rom the International Bank for Reeconstruction and
Development, Turkey has carried out an unprecedent.
edly large development programme during the period
from 1948 to 1952, In 1ecent years, public investment
alone has amounted to abouwt one-tenth ol the natienal
income. In contrast to the previous five-year plans,
which had devoted a major share of projects to indus-
trialization, current public expenditure is chiefly for
transpert, mining, power, public works and agrieulture,
The {oreign aid received by Turkey has enabled it to
have a continuing impert surplus, thus esunteracting
the inflationary eflects of a high investment rate and
budget deficits. Large investments, and technical as.
sistance, have at least partially overcome such obstacles
to development as inadequale transportation, shoitzge
of technjcal and managerial skills, and rural conserva-
tism; their eflects have already begun to be felt in cer-
tain sectors. Industrial production and mineral output
have shown a steady and appreciable increase. The area
under cultivation has expanded substantially, and while
crop vields continue to fluctuate violently because of
weather conditions, a general apward trend may he
discerned. Available information also poinis 10 an in-
crease in the censumption of staple goods.

The two countries at the eastern and south-castern
extremities of the Middle East, Afghanisten and Yemen,
aie among its least developed States. In Afghanistan.
a development plan for irrigation, power and certain

industries was launched in 1949, Execution has been
slowed by financial difficulties, shortages of technicians
and administrators, and inadequacies in the surveys on
which the plan wag based, As for Yemen, it has, up to
the present, remained largely unaffected by the trends
which have led to the development ol other parts of
the region.

The preceding broad analysis indicates that in the
process of economic development in the Middle Last,
countries are becoming more diflerentiated and, to a
small bul increasing degree, complementary. Today,
some of them have precisely those resources whose
absence Impedes the progress of others. Thus, while
some countiies sufler increasingly from over-popule-
tion, others are very sparsely populated and have plenty
of unused or under-utilized land which could grow
some of the leod and raw materials needed by the
former group. Again, most of the region lacks capital,
but some ol the oil producing countries are receiving
more funds than can usefully be invested within their
own {rontiers. Natmal gas released as a by-product in
the course ol petroleum estractien, which is at present
burned because of lack of lacilities {for ulilizing i
in oil producing countries, might either he piped
some of the more developed countries or be used 1o
produce feriilizeis, which are badly needed by the
entire region. Most of the rivers of the Middle East pass
through more than one country, and can be (ully util-
ized only by mutual agreement. In ceriain fields, such
as ceiton cullivation, a few countries have acquired
skills which might be of great benefit to others trying
to develop along similar lines. Laboratory research
and field experiments for obtaining better secd and
improved animal breeds, as well us control of plant
diseases and locusts, are best carried out on a wide seale,
rather than in a limited area. 1t is also probable that
the removal or lowering of some tariff barriess would
stimulate increased industrialization. since the narrew-
ness of the separate national markels has been one of
the principal limiling factors. It would therelore seem
that a greater degree of regional co.operation in the
economie field would permit the Middie Last to henefit
more fully from its none too abundant resources.






Chapter 1
AGRICULTURE

The situation with respect to Middle East agriculture
in recent years appears, in general, to have improved
somewhat as compared with that of the pre-war and
immediate post-war perieds. The improvement was,
however, not of the same magnitude in different coun-
tries, nor, in any single country, was it stable from
one year to another; in most cases it was not sufficient
o meet inecreasing needs. In this discussion of the situa-
tion in 1951, the following poinis are dealt with briefiy:
changes in agricultural output in the Middle East in
compatison with the pre-war period; adequacy of gains
achieved by recent increases in agricultural production,
taking into account the growth of population; the ex-
tent to which the relative inadequacy of agricultural

production is due to ineflicient use of land under cul-
tivation or failure to bring cultivable land into produc-
tion; the expansion of colton production, which is of
special interest in the agriculture of the region; and
recent eflerts to improve the agricultural situation,
especially with respect to land tenure.

Obstacles to agricultural development are not re-
traced in detail in this report; they were summarized
in the previous Review of Economic Conditions in the
Middle East® and, in more detail, in various documents
prepared by the Food and Agriculture Organization of
the United Nations in connexion with the Near Last
regional meeting on food and agricultural programmes
and outleok, held in Bloudane, Syria, in August 1951,

Increase in Production

It is difficult to measure recent changes in the agri-
cultural production of Middle East countiies in guan-
titative lexms, Available statistics are fragmentary and
often unreliable; in the case of many crops the gaps in
data represent an appreciable pait of total production;
a large part of the harvest is consumed on the farm
and the amount is dificult to estimate. Over-all indices
ol the quantity of agricultural production have been
published only for Egypt, Isiael and Turkey. Since
harvesls vary considerably {rom one season to the next,
it is difficult to evaluate progress or decline in agricul.
tural activity in a given country over a short period.

Subject to these reservations, available information
indicates that agricultural production has increased in
most countries of the Middle East since the pre-war
period; that this increase can be regarded as likely to
last, since the average five-year figures for 1947.51 are
higher than those for 1934-38; and that output in 1951
has been favourable in the Middle Kast as a whole,
despite certain exceptions.

COMPARISON WITH PRE-WAR LEVELS

Average production figures for major crops during
the five-year period 1947 to 1951 (table 1), showed an
increase in agricultural output in the Middle East as a
whole, as compared with pre-war levels, in both food
and commercial crops, but especially in the latter.?

¥ Supplement to Werld Economic Report, 1950-51 {United
Nations Publication: 1951 IL.C.3),

Although wheat output increased, the gain was Jess than
10 per cent. Rice production rose sharply while maize
and bailey production was stable or declined slightly.
The output of citrus {ruits rose, despite a decline in
Isvacl production, because of increases in Egypt, Iran,
Lebanon, Syria and Turkey. Production of olive oil was
greater, patticularly in Lebanon, Syria and Turkey.
The output of pulses also tended to rise, though to a
lesser extent. Production of dates in Irag was also
higher.

Among the industrial crops, cotten production in-
creased slightly—5 per cent—dwing the period {rom
1947 ro 1951 as compared wilh the pre-war level, owing
to the development of cotton growing in Syria and
Turkey, which more than offset a decline in Egyptian
production. Tebacco harvests were [ar above the level
of the pre-war period, owing to the expansion of Turk-
ish production. The output of raw sugar in this period
was about 80 per cent above the pre-war level.

Livestock products, especially milk, also tended to
rise during the period 1947 to 1951, in comparison with
the pre-war period. While the total number of livestock
appeared sletionary in Syria, in the other countiies
for which figures are available there was an increase,
particularly in the case of buflaloes and goats in Egypt,
cattle in the Anglo-Igyptian Sudan, cattle and sheep in

* Tor figures on output of principal cereals, agricultural prod-

ucts other than cereuls, and number of livestock and draught
animals, see tables 9, 10 and 11, respectively, at end of chapter.
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Table 1. Output of Major Agricultural Producis of the Middle East,?

1934.-38, 1947-51, 1950 and 1951

{Thousands of metric tons)

Product 1034-38 184751 19560 1954
Grains:
Wheatt . . . . . ... 1670 8,380 8,750 10,0000
Batley. ... .. . ... ... 4,000 3,950 4,280 4,700
Maize. . .. ... . o S 2,200 2,130 2,0R0 2,400+
Riced. .. . ... .. . . .. . 1300 1,900 2,050 1,300«
Pulses.. .. . ... ..o 700a 800 7000 00
Sugar (raw) ... ‘ e 224 402 410 494
Citrus fruits. ... ... . o . 705 825 871 926
Olive oil .. o 59 71: '63 '()4
Oil-seeds (oil content) .. ... ... ... .. 226 29§ 345 312
Cotton (lint) . . .. ... .. ... ... oo 547 577 675 662
Tebacco.. . . ... ... .. . ... 81 115 119 114e

Source: Food and Agriculture Organization of the
United Nations,

* Excluding Afghanistan,

" Wheat production of Afghanistan was estimated at

[raq and cattle in Turkey. For the period from 1946 to
1949, the production of livestock products in Egypt and
Tuikey was estimated at 118 and 108, respectively, on
the basis of 1934.38 equals 100.% The deeline in live-
stock in Iran resulting from heavy losses during the
Second World War seems to have been overcome in
recent yeais.

The total increase in food crops and livestock prod-
ucts between the immediate pre-war years and the five-
year period 1947 to 1951 may be estimated at a little
over 10 pex cent for the Middie East as a whole.® How-
ever, while quantitative figures for agricultuial produc-
tion show a general 1ise between 1934-38 and 1947-51,
there were wide variations with respect to individual
products, counlries and years.

With respect to products, incieases duling this pe-
riod were small in the case of grain crops, except rice,
and of pulses; larger increases were recorded in ciops
of secondary importanee in the total, such as potatoes,
sugar-bects, citrus fiuits and tobacco. In Lgypt, the
output of animal products increased more than grain
production. In some countries, the output of certain
products, for example, tobacco in Iran and harley in
Egypt, declined. There appeared, especially in Turkey,
a tendency to shilt {rom monoculture to more diversi-
fied production; this trend is especially favourable in
the Middle East, wherever irrigation or sufficient rain-
fall is available, since the region is not particularly
suited to the cultivation of grain, but has certain nat-
ural advantages for growing such crops as tobacco,
coiton, olives, eoil-seeds, fruils and vegetables.

Production incressed at widely diflering 1ates in

“Faod and Agriculture Organization of the United Nations,
Current Development of, and Prospects for, Agriculture in the
Near Fast {Rome, 12 July 1851).

* On the basis of 1934-38=100, production of major food crops
has heen estimated ab 104 in 1947/48, 118 in 1948/49, 106 in
1949/50, 116 in 1950/51 and 123 in 1951/52, an averzge of about

1.7 million tons in 1948,

¢ Partially esthmated.

4 Rice production of Afghanistan was cstimaled at
333,000 tous in 1948,

various countries of the region {rom the pre-war period
to 1947-51. During this interval, the most marked ad-
vance over pre-war years occurred in Turkey, which
incrensed its production of wheat by 18 per cent, of
tobacco and cotton by still higher percentages, and
more than doubled its entput of sugar and oil-seeds. In
this interval, production of wheat in Syria rose approxi-
mately 50 per cent while that of barley was 1ather
stable; production of barley in Iraq increased much
more than wheat output. Output of wheat, maize, cot-
ton and other agricultural products in Egypt was below
the pre-war level, but the production of citrus fruits
and sugar-cane increased substantially and rice pro-
duction almost doubled. Israel has greatly increased its
agricuitural production since the founding of the Siate,
but statisties are not svailable to compaie production
in the same territory before the war.

Qurrur m 1951

Agricultural production in the region as a whole was
stightly higher in 1951 than in 1950, when output was
higher than in any other post-war year in a number of
countries. The rise in 1951, however, was due largely to
bumper crops in Turkey, where the level of agricul-
tural production had reached 122 in 1950/51 (pre-
ware==100) as against 106 in 1949/50,% and the grain
harvest was meore than a thizd higher than the harvest
of 1950. Animal production also increased and there
was a substantial rise in 1951 in the production of
potatoes, sugar-beets and certain oil-seeds.

In the other countries of the region, the 1esults varied
from a slight improvement to a moderate decline, as

113 for the period 1947-51 in the Middle East as o whole (includ-
ing Eritres, Ethiopia and the Somalilands). Foad and Agricul-
ture Organization of the United Nations, State of Food and
Agriculture, 1952 {Rome).

#Tood and Agriculture Organizotion of the United Nations,
Yearbook of Food and Agriculiural Statisties (Rome, 1951).
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compared with 1950: In Egypt, where the index of
agrienltural production was 118 in 1930/51 (pre-
wir=100), compared with 119 in the previous year,
cotton production was 10 per cent below the 1950
level, and 1ice preduction declined by one-half because
of the water shortage: however. the production of
cereals other than rice was higher than in 1950, In Tran,
wheat and barley production declined nearly 20 per
cent in 1951, Grain produetion was hampered by se-
vere drought in Cyprus, Israel, Jordan, Lebanon and
Sytia and in parts of Trary and Saudi Avabia. In Syria.
the levels of wheat and barley production were much
fower than in 1950, and wheat expoils were pro-
hibited. In Iraq, harvests as a whole, and wool produe-

tion as well, were at levels similar to those of 1950,
excepl that the dale harvest was estimated at 300,000
tons—an average crop bul below the record level
reached in 1950. In Isiael, the index of agricultural
production reached 185 for the season ending in Sep-
tember 1951, compared with 172 {or the previous sea-
son (1947/48=100), in spite of the sharp reduction
in grain creps. In the region as a whole, output of
cotton and tobacco was stable while sugar production
rosc. The produetion of citrus [ruits was stightly above
the 1950 level. Output of pulses remained unchanged
at about pre-war levels. The fish catch approximately
doubled in Israel, as compared with 1950, and also
increased in Egypt.

Relative Gains Resulting from the Rise in Output

The share of Middle Yast agiicultural production
in world output remained fairly stable in the post-war
years, compared with the pre-war period. and the rate
of increase in agricultural production was lower than
the 1ate of growth of population in the region. Although
imporis of feodstufls tended 1o inercase to cover the
inadequacy of domestic production, per capita con-
sumplion in the region as a whole did not rise in relation
to the pre-war peried. However, the siiuation has been
somewhal mere {avowable in recent years.

Saire or Miopre Fast 1y WORLD PRODUCTION

Table 2 shows percentage changes in certain impor-
tant agricultural products of the Middle East in 1elation
to world oulput {exeluding that of the Union of Soviet
Socialise Republics). The percentage shme of these

food products remained [airly steady when measured by
five-yewr preswar and post-war averages. The main-
tenance of the Middle Fast share in an ineressed
world production was due chielly to expansion in the
output of 1ice, sugar and potaloes in the region, and 1o
the high level ol Turkish production in 1950 and 1951,
The contiibution of wheat and maize production to
world totals tended to decline. Production in 1950 and
in 1951 was relatively high for the region as a whele,
and the share of the Middle East in world production
increased somewhat. During the period from 1947 to
1951, Middle East collon eccupied a slightly more im-
portant position than before the war in world produe-
tion (excluding that of the Soviet Union) ; the percent-
age was 126 in 1930 and 98 in 1951, compared with
9.3 in the pre-war period

Table 2. Share of Eight Middle East Food Crops in World Production,?
Pre-war, Postawar, 1950 and 1951

{(Percentage of world tonal)

Crop ] Pre-war Postavar 1856 14851

Wheat. . . 73 7.2 7.3 8.2
Barley 9.8 89 9.3 9.6
Rye. .. 16 2.6 2.3 al
Maize 2.0 1.6 16 18
Oats 0.5 0.6 0.7 0.7
Rice 0.9 1.3 1.4 0.9
Supar 0.8 13 1.2 1v
Potatoes o 0.2 0.6 06 07
Total wheat equivalent of above crops 32 3.2 3.3 3.5

“Source; Food and Agriculture Organization of the
United Nations, Statistical Yearbook, 1951 (Rome),
and monthly bulletins. Pre-war and post-war figures

AGRICULTURAL OUTPUT AND POPULATION

Estimates of the extent to which the rate of popula-
tion growth in the Middle East exceeded the rate of
increase in agriculiural production must be regarded

represent five-yens averages, )

* Excluding output of the Pnion of Sovict Socialist
LRepublics
as lentalive beecause of the inadequacy of population
statistics in various countries in the region. However,
there is no doubt that population growth has been more
rapit than the rate of increase in the volume of produe-
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tion during the past decade, nor does the more favour-
able output of recent years alter the general conclusion.
During the past ten or fifteen years the rate of natural
growth of the population was 1.5 per cent a year in
Cyprus, 1.9 per cent in Egypt and 1.7 per cent in Tui-
key; in addition, certain countries, especially Israel,
have received large numbers of immigrants. It is rea-
sonable to assume that these raies represent the general
order of magnitude of population increase in the region
as a whole, and would indicate a total increase of about
20 to 25 per cent during the past fifteen years. This rate
is higher than the rate of increase in food production.
As mentioned earlier, the order of magnitude of this
increase, including {ood crops and livestock products,
appears Lo be a little above one-tenth for the region as
a whole during the period 1947-51 as compared with
pre-war but the general average hides important differ-
ences in the rate of increase among the various coun-
tries. The gap between population growth and the rise
in food production thus increased in the post-war period
at a rate which varied {rom country to country; it ap-
peared paiticularly wide in Egypt, Iran and, in recent
years, in Israel. The gap grew smaller, however, in the
region as a whole, in 1950 and 1951, owing to good
<rops.

If, instead of crop volume, the value of agricultural
productior, deflated by the cost of living index, is used
s a measure, the gap appears somewhat smaller or may
even disappear in some years for certain countries in
the region, because of the rise in the prices of agricul-
tural exports. In general, the value of cereal and other
food crops is reflected in the curve of living costs be-
cause the influence of such crops on the level of domes-
tic prices is substantial, but prices of exportable cash
crops have increased during recent years Lo a greater
extent than the cost of living, and there was & time lag
before the cost of living rose. The value of agricultural
production therefore generally increased to a greater
extent than the volume. It is impossible to determine
the exact amount of this increase, but the resulting
increase in revenues made it possibie, by expanding
imports, to reduce to some extent the gap between the
erowth in populatien and the increase in food produc-
tion. This was especially noticeable in the case of cotton
and wool products; and also, though to a lesser extent,
of tobacco and of citrus and other fruits, the export
prices of which increased less markedly, However, such
increases were uncertain since they depended on the
maintenance of the high level of expert prices, which
was bound up with the international situation. The
decline in world prices in the second half of 195],
particularly for cotton, lowered the 1evenues of Middle
Eastern countries®

The fact that there was a gap between the rise in
agricultural output and population growth does not
necessarily mean that the pressure of population on

® Spe other aspects of this development in chapter 6, dealing
with foreign trade and belance of pryments.

resources was greal in every country of the region.
Although it was true of such countries as Lgypt, in
certain countries the population was insullicient to ex-
ploit all cultivable land, and means were lacking to
open up new land or to intensify production on land
already under cultivation, Thus, Iraq and Syria could
probably absorb s considerable gain in population
without increasing their agricultural problems. Of
course. if the necessary capital and organization for
expanding output and crops were not available, the
increase in population would accentuate existing difk-
culties. even in countries where a large atea of poten-
tially cultivable land remains, and where the margin
for improving yields is greal.

ExrErNAL TRADE IN FOODSTUFRFS

A corollary to the inadequacy of the increase in food
crops in relation to population growth is the change
which has come about in the external trade in foodstuffs
during the past fifteen years. In the pre-war period, the
Middle East as 2 whole was a net exporter of cereals,
but the position changed during the post-war period.
Tables 12, 13 and 14 at the end of this chapter show
net foreign trade in cereals, including ice, and in sugar
and citrus {ruits, of most countries in the region before
the war and in recent yeais.

The region as a whole was a net exporter of cereals
during the pre-war period and became a net importer
during the period from 1947 to 1951, as the following
figures (in thousands of metric tons} indieate:

1934-38 1946751

Bread grains. . ... ... ... 25 —-050
Coarse grains .. .. . . .. ... . 450 210
Rice.. ... S 75 235
Torar 550 - 505

In 1951, net imports of cereals reached a new high
of 950,000 tons owing to stockpiling and to poor crops
in the area of the Fertile Crescent

The region as a whole imported about 375,000 tons
of 1efined sugar in 1947-51—approximately double the
pre-war figure. Potato exports increased only slightly
during the period in spite of expanded production.
Neither output nor exports of citrus fruits by the major
producer, Istacl, have reached pre-war levels in Pales-
ting since the end of Arab-Isizell hostilities; in the
other countries of the region production has increased
but exports have declined somewhat.

Trade in agticultural products by the Middle East as
a whole® during 1949, 1950 and 1951 is shown in the
following indices” of net imports and exports of agri-
cultural produets {1934-38=100).

T Food and Agriculture Organization of the United Nations;
minus signs indicate net impoits. The figures are exclusive of
Afghanisten.

*Including Eritrea, Ethiopia and the Somalilands.

* Food and Agricalture Organization of the United Nations,
Monthly Bulletin, Angust 1952; based on quantity.
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v, Food products Tolal agricaliural trades
ear Exporls  fmporls Brports  Imporls
049 . ... 121 247 111 218
1050 .. ... .. 103 291 129 237

1953 . ..., ... 86 201 107 243
* Including fibres, coffee and tobaeco.

The countries in the region which were the major
net exporters of bread grains and coarse grains before
the war—Iran, Iraq, Syria and Turkey--either were net
importers during the 1947-31 peried or had sharply
decreased surpluses, except in the ease of Syrian wheat
and Iragi coarse grains. The areas which were net im-
porters of bread grains and coarse grains belore the
war, such as Egypt, Palestine and the Arabian penin-
sula, and Cyprus with reference to wheat, had still
larger deficlts during the period 1947 to 1951. Egypt
was a striking example: its imporis of bread and coarse
grains were negligible before the war—31.000 tons in
1934-38—but they averaged about 650,000 tons in the
period 1947 to 1951, This item represented the most
important single import of the country in value.

In the case of 1jce, net exports of the region as a
whole have increased substanlially as compared with
the pre-war period. The increase, however, is due solely
to the expansion of Lgyptian rice exports, which rose
from an annual average ol about 100,000 tons before
the war to an average of 270,000 tons in 1947.31. I
Egypt is excluded, the situation is similar to that for
- bread and coarse grains, most of the countries showing
a decrease in their surpluses, ke Iran, or an increase
in their defieits. With respect to sugar, all countries of
the region, except Lgypt, were net importers of refined
sugar before the war. In spite of increased regional pro-
duction, deficits inereased in nearly all the countries
during the 1947-51 period. and Egypt became a net
importer. However, in 1930 and 1951, Turkey pro-
duced enough sugar to meet domestie needs.

in most of the countries, the trade paltern in 1951
was similar to that of the preceding period. The net
deficit of Egypt in bzead and coarse grains exceeded
one million tons. Egyptian rice exports of 314,000 tons
in 1951 were nearly double those of 1950; in 1952, how-
ever, rice exports fell abruptly, owing to a poor crop.
Israel and Lebanon also had to import large quantities
of grain in 1951, Exports of cereals [rom Syria dropped
sharply, since the crop was decidedly smaller than in
1950, and the export of wheat was prohibited. in Iraq,
exporls were high, owing lo {avourable prices abroad;
this led to a domestic shortage and a ban on wheat ex-
ports in February 1952, Turkish grain exports, partly
to nearby countries where crops were poor, were also
unusually high. On the whole, the dependence of the
region on grain imports was accenlualed during 1951

Toon consumpTION

Available information concerning production, im-
ports and population tends to indicate that increases
in imports and in production in certain Middle Last

countries have merely counterhalanced the effects of
population growth, and that in other countries not even
this result has been achieved. It is doubtful whether
increases in output and in imports have balanced the
growth in population in the region as a whole since the
war, although the situation in this respect has improved
somewhat in recent years.

In the period from 1946 to 1949 there was 2 drop in
levels of food consumption in the countries {or which
information is avaitlable, with the exception of Cyprus
(see table 3). This decline was in all cases less than 10
per cent from the pre-war level, and was generally less
than 5 per cent, but it was nevertheless substantial if
account is taken of the fact that the pre-war levels were
low, and that the figures represent averages which are
above the levels of real consumption among the poorer
strata of the population. Moreover, the average diet was
inadequate from a nulritional point of view. Consump-
tion increased somewhat in 1950 and 1951. The rise in
grain and sugar imports, together with the relatively
high level of domestic food production during these
years, led to an inerease in available food per capita,
as compared with pre-war levels in the region as a
whole. 1t should he noted, however, that this gain in
{ood supplies has not been large enough to have a sub-
stantial effect on average living standards throughout
the region during the past five years, Moreover, the gain
wag limited to the countries which had abundant crops
or larger oil revenues, and in several instances prevail-
ing trends towards higher living costs centributed to-
wards limiting the benefits to small sections of the pop-
ulation.

'* The increase has been estimated at 12 per cent in 1651
Food and Agriculture Organization of the United Nations, Srate
of Food and Agriculture, 1952,

Table 3. Calorie and Protein Content of Food Sup-
plies Availuble for Human Consumption,

1934-38 and 1946-49

{Average daily per capita amounts, at retail Jevels)

Protein {grammes)

Cornlry and period Calories e
Animal Total
Cyprus:
193438 . . S 2,345 10.9 651
1946-49 . 2,483 13.9 707
Erypt:
gi)’]rjedvar . 2411 12.2 764
194649 S 2,294 116 69.4
Tran:
1934-38 . . .. 2,010 99 64.4
194649 . 1,811 86 57.4
Iraq:
1934-38 . S 2,224 9.9 68.5
1946-49 . ‘ 1,942 9.7 6l.2
Turkey:
1934-38 . 2,594 26.0 90.8
1846-49 L. 2475 23.5 84.0

Source: Tood and Agriculture Organization of the United
Natiens, Current Development of, and Prospects for, Agriculture
in the Near East, 1951,



14

Chapter 1. Agriculture

Factors Affecting the Increase in Agricultural Output

The inadequacy of the increase in agricultural pro-
duction during the post-war period was partly due to
insufficient expansion of areas under cultivation in cer-
tain countries of the region ox failure to expand at all.
However, the chiel cause lies in the failure to improve
the yield per acre {or most crops, with the result that
per capita production declined.

AREA UNDER CULTIVATION

The diversity of agricultural conditions in the Middle
East is particularly striking when the extension of areas
under cultivation is considered. For the segion as a
whole, the area under cultivation has incireased con-
siderably since the pre-war period, though it is difficult
to estimate the increase in quantilative terms. The in-
crease from 1934-38 te 1947-51 in the area under grain

has been estimated at between 20 per cent and 25 per
cent. However, this figure is higher than the increase in
the arca under cultivation as a whole, hecause the area
devoted to other crops, such as vegetables and pulses,
increased at a lower rate. The inerease in area under
cultivation was fairly wide-spread during the war be-
cause eflorts were made in all these countries to increase
food supplies without resorting to imports. During the
post-war period, expansion in acreage has been limited
to Cyprus. Iraq. Saudi Arabia, Syria and Turkey, where
it 1esulied chielly from wider use of Lractors, pumps and
other agricultural machinery, as well as more favour-
able prices. The total area under the chief crops, espe-
cially cotton, was greater in 1951 than in 1934.38 and
was higher than the average for 1947-51 in all countries
for which inlormation is available (table 4),

Table 4. Arca under Principal Crops, 1934-38, 1947-51, 1950 and 1951

(Thousands of hectares)

Counlry and erop 1934-38 1447-51 1950 18h1s
Egvpe.
Cereals. . . o 1,065 1,839 1,604 1,757
Coltom. .. ... .. e 746 701 829 832
Other crops® ... .o o e 199 204 193 177
ToraL 2,610 2,744 2,716 2,766
Tran:
Cereals .. .. 2,409 3,084 3,695 -
Cotton 158 1050 130 150
Sugar-beets. R 12 290 34 42
Torar 2,579 3,168¢ 3,859 o
Iraq:
gcreals. R 1,556 2,3814 2,196 2,9104
Cotton. .. ... ... 16 17 32 44
Totar 1,572 2,398 2,228 2,954
Israel: e
Field crops (not irrigated). . .. . .. 1071 178+« 213
Fodder and other cmps (:rr;-vdted) G g 126
Potatoes. . e .. 25 A
Other vegetables e 41 5 6
Toray 12049 193+« 2314
Syria:
Cerealsi, .. . .. 777 1,316 1,371¢ 1,716d
Cotton. .. .. .. 32 73 78 217
Other cropst. e 43 T4a 0 Ce
ToTaL 852 1,463 1,528 2,015¢
Turkey:
Cereals . . 0,435 7,933 8,095 8,717
Pulses ..... ..., 261 265 266 260
Cotton. .. ..... .. 249 378 448 642
Other crops! . e 83 121 127 138
Torar 7,028 8,697 8,936 9,757

Source: Food and Agricullure Organization of the
United Nations; for Isracl: Central Bureau of Statis-
tics, Statistical Bulletin of lsrael (Jerusalem}. Data
cover important erops for which precise infermation is
available

" Preliminary figures,

" Broad beans, lentils and potatoes,

© 1947-50,

! Portly estimated

¢ Including farming by both Arabs and Jews,

f Pigures for 1948/49.

& 1649/50,

L 1650/51

' Excluding 44,000 hectares in the Negeb which were
ploughed at the beginning of the year snd prepared
for sowing in the winter of 1851/52,

! Excluding millet.

¥ Bread beans and lentils

! Sugar-heets and potatoes
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Changes in the area under cultivation during the past
five years have been fluctuating and uneven. The range
of fluctuation in area of land used annually [or the chief
agricultural produets {rom 1947 10 1951 was as high as
10 per cent, when compared with the five-year average,
in Syria and Turkey, and it was even higher in Iran and
Iraq. These Hluctuations are the result, to some extent,
of elimatic conditions, which make the cultivation of
marginal land profitable one year and unprofitable the
next, On the other hand, in Egypt, where all farm land
is irrigated, variztions in the tolal area devoted to the
chief erops did not exceed one per eent of the five-year
average between 1947 and 1951, Changes took place in
the use of cultivated land for certain crops owing chiefly
to variations in the profit to be expected and the action
of the authorities in encowraging the growing of crops
most necessary to the economy of the particular coun-
try. Thus, the area 1eserved for collon growing in-
ereased almost lenfold in Syria between 1947 and 1951
and tripled in Turkey in the same period. Alte: a sharp
deciease duting the Second Woirld War, colton acreage
also expanded greatly in Egypt until steps were laken
by the Goverrment in 1950 and 1951 tending to halt
such expansion. In 1932, the Egyptian Goveinment set
the minimum area to be devoled to wheat during the
subsequent three years at 40 per cent of all cultivated
land in Upper Egypt and 30 per cent in Lower Egypt,
at the same time guaranteeing prices and offering pre-
miums in order to encourage its cultivation.

Recent increases in land under cultivation in the re-
gion as a whole have been inadequate, primarily be-
cause certain countries in which population pressure is
particularly heavy have achieved only small gains. In
Egypt, as previously noted, the total area devoted to the
chief ciops remained almost constant between 1947 and
1951 such increases as occumired earlier were made
possible by additional water supplies which were made
available just beloie or during the war. The area under
cultivation in Irac, which had increased greatly dwing
the Second World War because of belter water supplies
and wider use of agricultural machinery, has expanded
less rapidly during recent years. The extension of calti-
vated areas in Israel resulted chiefly [tom tilling land
which had been left uncultivated since 1948, when the
Arab owners fled the territory during Arab-Isrzeli hos-
tilities. It was also due in part to the cultivation of
hitherto uncultivated land, particulamily in the Negeb.
The expansion was rapid, the cultivated area increasing
from 167,000 hectaves in 1948/49 to 242,000 in
1949/50, 354,000 in 1950/51 and 355,000 hectares in
1951/52.1* The arca under principal crops in Turkey
increased approximately 10 per cent from 1950 to
19513 in 1947-51 the total was more than a filth above
the pre-war Ievel, In Syria, the area planted lo cereals
and coltor increased by about 70 per cent belbween
1034-38 and 1947.51.

Yokerael information Oflice. Four Yoars of iael’s Statehood :
Develapment of Agriculture (New York, April 1952),

With these exceptions, the increase of the area under
cultivation during the past ten years seems small in
the region as a whole in relation to the extent of poten-
tially cultivable land. Table 5 gives an estimate ol this
potential. The total unused but potentially productive
area in the Middle Fast has been estimated at about 55
million hectares, that is, more than the area actually
under cultivation, subject to the following reseiva-
tions.

This estimate of 55 million hectares includes land in
widely varying condilions: the immediate potential of
the region is much lower than the estimate for several
reasons. In the first place, though the figures for each
country have been derived largely from official govern-
ment information, their comparabilily is limited. “For
instance, the figure of 700.000 hectares shown for Egypt
should, according to recent official repouts, be inter-
preted as a conservative estimate of the potential expan-
sion in cultivated atea 1o be achieved over the next {ew
decades. In contiast, data for countries like Iran and,
to some extent, Iraq, refer lo the maximum possible
development of land resomces. which for varying rea-
sons is unlikely to be attained within the foreseeable
future,”**

In the second place, nalural conditions limiting ex-
pansion of the area under cultivation vary greatly from
country to country. In Kgypt, any expansion of the
cultivated area implies added irrigation f{acilities. An
integrated programme of development has been pre-
pared {or the Nile basin as a whole, with provision for
construction of dams, reservoiis and canals. The same
is true of Israel, where, at least in the Negeb, bringing
additional land into cultivalion requires costly irriga-
tion wotk. In Turkey, on the other kand, it is estimated
that at least 7 million hectares of Jand now under pas-
ture could be converted into arable land without new
irrigation projects. The situation is similar in Syria,
where necessmy water could be supplied from the
Euphrates, the Orontes and the Khabui. Iran and Irag
also have vast reserves of land and water still unused.
This diversity in natlural conditions also accounts for
the uneven expansion of arcas under cultivation in re-
cent times. I'or example, land devoted to the principal
crops of Egypt, which in 1934-38 represented about 18
per cent of the total area under cultivation (not includ-
ing fallow land) in the chiel producers of the region,
was only 15 per cent of the total in 1947-51, in spite of
the fact that the needs of the country increased at a rate
comparable to that of the other countries. '

Increased agricultural production invelving the
opening up of additional agricultural areas also depends
to a Jarge extent upon the improvement and extension
of necessary transport, especially road transport, and
marketing {acilities, to overcome both the inadequacy

* Food and Agriculture Orgenizetion of the United Nations:

Current Development of, and Prospects for, dgriculture in the
Near East
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Table 5. Cultivated, Irrigated and Potentially Productive Land?®

{Thousands of hectares)

Country

Linused
potentially
productive lund

Cultivaled land Unused
patenttially

Totat - rrigted b e hand

Aden Protectorate 110 - o N
Afghanistan . S 6,400 . Ce .
Anglo-Egyptizn Sudan 1,700 716 600 35
Cyprus : 434 59 . e
Egypt .. 2,445 2,445 700 29
fran ... ... 16,760 1,600 33,000 197
Iraq.. ... 2,650 1,750 9,350 353
Jordan 480 25 e o
Lebanon . 239 30 180 75
Palestines. 607 40 . .
Syria. 2,500 333 3,400 136
Tuzkey e 14TTE 80 7,000 47

Torar 49,189 7,078 54,230 110

Source: Food and Agriculture Organization of the
United Nations, Current Development of, and Pros.
pects for, Agriculture in the Neer Fast {Rome, 1951).

* Dta refer to latest post-war year for which statis-
tics are available. Cultivated land comprises arable

and the high cost of transportation. The importance of
transport has been recognized in the development pro-
grammes of the countiies in the area; expenditure on
transporl, particularly roads, represents a substantial
item in these programmes.

Lastly, there is the difficulty of drafting and imple-
menting a plan for integrating “such mallers as new ot
modified terms of land tenure, the economical use and
development of water for irrigation, the suceessful set-
tlement of newly opened agricultural areas, the finane-
ing of capital works, such as dams for irrigation and
control of llood water, and of the production and mai-
keting of new agricultural produce™."®

In view ol these important reservations, and because
of numerous obstacles which stand in the way of ex-
panding the area under cultivation, it would appea:
that, in the 1egion as a whole, with a [ew exceptions,
such as Turkey and Syria, the expansion achieved in
recent years has not been commensurate with the recog-
nized potentialities of the region or the needs of its
population.

CHANGES 1IN CROF YIELDS

During recent years crop yields in the Middle East
have continued to show the wide variations from year
to year that were experienced in the past, the chief cause
being the dependence of yield on climatic conditions.
A change in the volume of rainfall substantiaily alters
the harvest forecast. Thus, the abundant and well-dis-
tributed rainfall of the last quarter of 1951 and the

3 e A priculiure in Iraq”, paper presented by the Iraqi delega-
tion at the conference of the Food and Agricslture Organization

of the United Naetions, held at Bloudane in 1951, This comment
applies to most of the countries of the region.

land, including orchards and fallow land, Duata not
availalle for Bshrein, Kuwsit, Museat and Oman,
Qater and Yemen.

" Area planted to principal creps only.

¢ Prior to partition.

beginning of 1952 caused substantial revision of the
first estimates for crop yield in Syria and Jordan. More
than noimal rainfall leads to the cultivation of mai-
ginal Jand which would otherwise have been left fallow,
and of land where the yield is usvally small. Varialions
in wheat yield per hectare from 1949 to 1950 amounted
to more than 20 per cent of the 1949 figure in Syria and
Turkey; the same was tiue of harley, sugar-beets and
cotton in Iran and of 1ye and oats in Turkey. From 1950
to 1951 the change was more than 20 per cent of the
1950 figure for wheat, maize, rye and sugar-beets in
Tutkey, rice in Iraq, and cotton in the Anglo-Egyptian
Sudan and Syria.** In Isracl, the wheat yield in 1951
was less than hall that of 1950, Variations were par-
ticularly large in the case of non-rrigated crops; in
Egypt, where crops are irrigated, the change was usually
far less marked. For example, variations in the wheat
yvield in Egypt between 1947 and 1951 appeared smaller
than 12 pe: cent of the five-year average. However, even
in that country, the cotion yield declined about one-
quatter from 1949 1o 1951, The consequences of such
Auctuations on the stability of [arm income and the
economy of the country are obvious.

if measured in averages for several years, agricul-
tinal vields in the Middle East have not increased
during the past fiftcen years. In nearly all cases in-
creases in agricultural production have been due to
expansion ol the area under cultivation rather than to
improvement of the yield per hectare. Since yields are
generally low, Lowever, they could probably be im-
proved, given the necessary technical aids, except for
FEgyptian cotton, which already ranks highest in the
world in yield per hectare. Cereal yields in Egypt are

1% Avaijable figures indicate chianges of 28 per cent or more.
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Table 6. Cereal and Cotton Yields per Hectare, 1934-38, 1947-51, 1950 and 1951

{Hundreds of kilogrammes per hectare)

Crops and country 1834-38 184751 1G5 195¢
Wheat:
Anglo-Eryptian Sudan 1.6 12.0 111 114
Cyprus. o 7.9 67v 15 -
Lrypt 20,1 17.8 177 192
Jran . .. 120+ 9.6v 9.1 ..
fraq ... 7.2 4.1 55 4.5
Israel/Palestine 4.0 ‘ 7.3 3.3
Lebanen . ... 5.2 7.20 75 .
Syria .. 97 8.5 8.4 7.1
Turkey.. .. 98 90 8.6 115
Barley:
Erypt 19.8 186 18.6 19.8
Iran .. . . 12 44 10.1 9.5 9.5
Syria 10.6 7.5 7.7 4.5
Turkey 110 103 108 13.1
Maize:
BEeypt 249 20.8 214 204
yria 12.5 138 13.6
Tutkey ... . 12.6 118 1066 136
Rice (paddy):
Eaypt . 349 38.7 42.9 302
Iran. 193 16.7 16.9 .
Irag i35 10. 12.8 B6
Rye:
Turkey 9.6 93 9.1 il.6
Ounts
Turkey 9.8 9.8 10.5 11.3
Catton
Anglo-Egyptian Sudan 3.1 3.7 4.7 27
Egypt . a4 5.3 4.6 4.4
Tran 22 2.0 282 1.8
Syria 18 3.5 4.6 23
Turkey 21 2.6 27 2.4

Source: Food and Agriculture Organization of the
United Nations.

* Not weighted average.

" 1947.50

also well above the 1egional level, though in this case
there is a large margin for improvement. In the region
as a whole, if short-term changes in output are elim-
inated by comparing the five-year periods 1934-35 and
1947-51, there has not only been no gain, but there has
actuzlly been some deterioration. The average yield per
hectare of wheat and barley—the basic lood crops of
most countries in the region—appears to have dimin-
ished. In the case of wheat, there was a reduction of
between 5 and 15 per cent in Egypt, Syria and Turkey.
The barley yield was less than 10 per cent lower in
Egypt and Turkey and 10 to 20 per cent lower in Iran,
Stmilarly, the yield of maize during this period declined
slightly in Turkey and by 10 to 20 per cent in Egypt,
and the rice yield by 15 to 25 per cent in Iraq. Seme
crop yields, however—particularly crops with small
output until recently--rose in certain countries. In
Egypt, the rice yield per hectare increased by 5 to 15
per cent. The linseed yield improved distinetly in Egyp

" Three-year average.
! Four-year average.

¢ 1935,

and still more in Tuikey. Similarly, the potato yield per
hectare more than doubled in Turkey and greatly in-
creased in Egypt The yield of sugar-beets improved in
Turkey. Some of the reductions may be explained in
part by differences in the distiibution of crops. Thus,
in Syria in 1950/51, part of the wheat was sown on land
of inferior quality hecause of the expanded area unde:
cotton. While the statistics on yield e not altogether
reliable, it is clear that, as a whole, the yield of food
crops did not improve {rom 1934-38 1o 1947.51, despite-
the pressing need created by growth in pepulation. Of
the commercial crops, the colton yield improved in
Syria and Turkey, but declined in the case of the larg.
est producer, Egypt, as well as in the Anglo-Egyptian
Sudan and Lan. The tobaceo yield declined in Turkey
during this period. )

Yields in 1951 improved in some countries of the
region and deteriorated in others. The most notable im-
rrovement was achieved in Tuikey, where yields of the
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chief 1951 crops, except cotton, were not only higher
than in 1950 but also higher than the average for
1934-38.5 Yields in Egypt were higher than in 1950 for
wheat and barley and lower for rice and maize and,
save for relatively minor exceptions like potatoes, were
generally lower than yields in the pre-war period. Seri-
ous diought conditions in 1950/51 aflected the yield in
the Fertile Crescent countries. The cotton yield was be-
low the level of 1950 in the Anglo-Egyptian Sudan and
Syria; in the latter, the cotton yield per hectare was less
than half{ that of the previous year.

A number of factors caused agricultural yield per
hectare to remain stationary in the post-war period, o1
even to decline, and thus to impede the development of
production. In the first place, difficulties resulting from
the Second World War ocecasioned a considerable re-
duction in output. For example, the yield of wheat per
Lectare declined 20 to 30 per cent in Egypt and Iraq in
1943 in Syria and Tuskey in 1945 it was about half of
the pre-war level, This decline was due to a variety of
causes: almost total cessation of imports of fertilizers
into the region, a lack that particularly affected Lgypt,
which, before the war, imported over half a million tons
yearly; changes in the pattern of rotation arising from
reductions in the area planted to cotton and similar
crops—again, most marked in Egypt; wearing out of
agricultural machinery, such as irrigation pumps, which
could not be replaced during the war ; shortage of man-
power owing to mobilizalion in certain countiies, no-
tably Turkey; and extension of cultivation, which
brought into use inferior lands at lower yields, espe-
cially in Iraq and Syria. Most of these factors dis-
appeared only gradually after the end of hostilities; the
harvests of 1946, 1947 and even 1948 were still affected
by them.

More tecently, failure to incicase crop yields has
been caused by inadequate use ol water supplies avail-
able for irrigation, use of seed of poor quality, inade-
quacy of measures against parasiles and plant diseases,
insufficient increase in the use of ferlilizers, ineflicient
methods of cultivation, lack of techmical knowledge,
obsolete agrarian systems and unfavourable farming
conditions.

The lack of improvement in crop yields was not, in
general, the result of decreasing yields on marginal
land, though this factor was present, as mentioned
earlier. It is true that favourable rainfall tends to bring
into cultivation additional land whose yield is poor
because available equipment is overburdened. The in-
fluence of decreasing yields on marginal lands, how-
ever, has not been the dominant factor in recent years,
since, with tespect to many crops, a distinet increase in
the area under cultivation was accompanied by a rise
in yield. This occurred, for example, in the case of

wheat in Turkey in 1950 and 1951 and in Egypt in

6 Data on the tobacce yield per hectare are lacking.

1951; in the case of barley in Iian in 1949 and in
Turkey in 1950 in the case of maize in Turkey in 1951,
However, in cotton, expansion of the area under culti-
vation was accompanied by improved yields in Syria in
1949 and in the Anglo-Egyptian Sudan in 1950, but by
reduced yields in Egypt in 1950 and in Syria in 1951,

If area under cultivation is considered as a whole,
rather than by individual crops, a general tendency
towards improved yield per heclare appears in the
years in which the cultivated area expanded. Thus, in
1948 and 1951 in Turkey, in 1949 in Iran, and in 1930
in Syria, the area under cultivation increased markedly
at the same time as yields, except for cotton. The years
in which the area under cultivation was reduced were
rarely years of high yield, though not always poor in
yield.

The tendency towards some correlation between area
under cultivation and yield was due to the importance
of atmospheric and climatic factors in Middle Last agzi-
culture. Rainfall, which favours expansion of crop
growing, means increased yield in the area under culti-
vation as a whole. Such factors were also responsible
for wide fluctuations in yield from one year to another,
as, for example, a reduction of about two-fifths in the
yield from land under wheat in Turkey between 1948
and 1949, and an increase of a third between 1950 and
1951. However, even in recent years when climatic con-
ditions were often favourable, yiclds in many cases were
about the same as the pre-war average, or below.

PropucIIvity PER CAPITA

During the five.year period 1947-51, average per
capita production of the eight major food crops of the
Middle Fast was 154.8 kilogrammes of wheat equiva-
ent;'® it had been 162 in the period 1934-38; and for
the woild as a whole in 194751, it was 251 kilo-
grammes. In other words, average per capita production
was about 4 per cent lower than in the pre-war period
and represented only 02 per cent of the corresponding
world figure. The 1950 level was below that of 1934.38,
which was itself quite low. The 1951 figures for per
capita production slightly exceeded the prewar
amounts. Among the major regions of the werld, only
Africa had lower per capita production. The figures for
the Far Last were of an order of magnitude close to
those for the Middle East; both were far below those
for Latin America,

' Food and Agricalture Organization of the United Nations,
Monthly Bulletin of Agricultural Statistics, April 1952, It would
have been desirable to estimate per capita produetion on the
busis of the rursl, rather than total, population. However, statis-
tics are less reliable for the former, and for present purposes, it
has been assumed that the proportion of roral population to the
population as a whole has not changed substantially during the
period under consideration. The figures for the Middle East in-
clude Eritren, Ethiopia and the Somalilands in addition to the
countries gencrally covered in the present report, but this addi-
tion does not alter the conclusions significantly. World figures
are exclusive of the Union of Soviet Secialist Republics.
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Table 7. Per Capita Production of Major Food Crops,” Compared with Other Regions

(Kilogrammes per person, in wheat equivalent)

Region 1034-38 I1947-04 1950 1951

Middle East® 162 155 156 167
Africa........ 0 92 G4 95
Far East. . .. 178 157 157 159
Latin America 327 280 213 269
Europe . .. 374 316 337 339
Oceania . 647 673 6490 563
Noxth America . S 752 954 921 901
Worlde 201 251 253 253

Source: Food and Agriculture Organization of the
United Nations, onthly Bulletn of Food and Agri-
cultural Stalistics, April 1932,

The 1951 figures for the Middle East were larger than
in previous yvears because in Turkey wheal and barley
harvests were abundant; they alone represented about
half of the total amount harvestled in the region. If Tu-
key is omitied, the results {or the rest of the region were
lower in 1951 than in the pre-war period. In the case of
Egypt, average per capita production of major food
crops was approximately 235 kilogrammes (in wheat
equivalent) in 1934-38, and was estimated at about 170
in 1951.%7 In the case of Iran, Iraq and Syria the 1951
figures were also lower than those for the pre-war
period, although to a lesser extent.

Although the five-year average for the chief food
crops was below pre-war levels, the gap belween per
eapita value of food and industiial crops before and
after the Second World War is less in many eases be-
cause of the rise in prives of several products. In the
case of cotton, in particular, the volume of production
increased greatly during the post-war petiod in certain

* Wheat, harley, maize, rye, oats, rice, sugar, pota-
toes.

¥ Including Eritren, Ethiopia end the Somalilands.

¢ Excluding the Unien of Seviet Socialist Republics.

Middle East countries, and, as prices also increased
markedly, the per capita value rose sharply; for ex-
ample, the per capita value of the cotton harvest, on
the basis of the value of cotton exported, rose in Lgypt
from £E 1.5 in 1939 to £E 7.9 in 1951, which in constant
prices *® represented a gain of about 70 per cent.

In the case of Middle East agriculture, the signifi-
cance of figures on per capita production is limited.
The deerease during the post-war period was not caused
in most cases by a decline in productivity of individuals
fully engaged in agricultural work but reflected the ex-
tension in rural areas of concealed unemployment re-
sulting from increased population. Such unemployment
is not taken into account in calculating per capita pro-
duction owing to the lack of statistics. In other words,
the decrease in per capita production to a large extent
indicates insullicient utilization of available manpower
in rural areas.

Cotton Production and Trade

During the past fifteen years, the area planted lo
cotton and the total production of cotton in the Middle
East have varied considerably {rom vyear to year. Dur-
ing the Second World War and the immediate post-war
period, the shortage of imports encouraged the develop-
ment of {ood crops at the expense of colton in several
countries. The area under cotton in Lgypt declined from
746,000 hectares in 1934-38 to 297.000 in 1942; in
Syria {rom 32,000 hectares in 1934-38 to 15,000 hec-
tares in 1942 and in Iran {rom 158,000 hectares in
1934-38 to 118,000 in 1944. The movement was re-
versed after the war as more food supplies became
available in most areas, and by 1948 cotton oulput in
the Middle East as a whole had regained the pre-war
level.

' Phis figure does not include milict.

In recent years there has been some slackening of
output in Lgypt, the largest producer of the region, and
a marked rise in production in the Anglo-Lgyptian
Sudan, and in Syria, Turkey and liaq. The increase in
the lalter countries more than oflset the amount of the
decline in Egypt; and production of the region in 1949,
1950 and 1951 distinetly exceeded the pre-war level. To
the traditional colton exporters of the region, Egypt
and the Anglo-Egyptian Sudan, were added Iran, Iraq,
Syria and Turkey. The expansion in output was a result
of the rise in colton prices, following a sharp increase
in demand, and the lexibility of cotton production. The
shortage of dollars and the 1949 devaluation of sterling
placed producing countries, such as Egypt, in a particu-

larly [avourable situation with respect to colton exports,

1% Based on cost of living indices.
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and international demand, which was already high,
again increased sharply after the events in Korea in
1950/51. The quantity exported increased from ahout
460,000 tons in 1949 to 570,000 tons in 1950. At the
same time, local demand for colton was stimulated by
growing domestic use, chiefly for expanding textile in-
dustries in Middle East cotton producing countries.
Daring the second half of 1951, however, prices began
to decline, chiefly because of the abundant cotton har-
vest in the United States, the existence of large cotton
stocks and some slackening in demand as a result of the
previous high level of prices. From 1950 to 1951 the
volume of cotton exports from the Middie fast declined
by approximately 120,000 tons, a decline more than ac-
counted for by the drop of 130,000 tons in Egyptian
exports.

Ecyrr

The cotton harvests of 1950 and 1951 were rather
poor in Egypt; the 1951 harvest, in particular, was 9
per cent below the average for 1934-38 despite expan-
sion in acreage. The area under cultivation in 1951 was
practically the same as in 1950—about 11 per cent
higher than the pre-war average. In 1951, as in 1950,
the authorities determined the minimum area to be
planted to cereals, thus indirectly limiting the total
planted to cotton, but the effectiveness of these measures
was somewhat reduced by the appeal of high cotton
prices. The poor yield seems to have been due chiefly
to the boll weevil, to sun-scorching and, in lower Egypt,
to shortage of water,

In order to suppoik cotton prices, the Government of
Egypt fixed minimum prices from the beginning of 1951
and later announced that it would buy any amount of
cotton tendered at such prices. However, this policy
had to be abandoned in 1952 in view of the cessation of
exports and the aceumulation of large stocks. In March,
the Government undertook to free the market, and duz-
ing the following months bought end-of-season cotton
at fixed prices; its purchases of cotton were financed in
1951 by the issuance of Treasury bills and in 1952 by
floatation of a government cotten loan of £E 15 million.
The export 1ax on cotton, which had doubled to £E 8 per
100 kilegrammes in January 1952, was abolished in
May 1952 for the remainder of the season and reduced
to its pre-war level during the following season in order
to stimulate exports. Barter agreements involving a
total of 26,000 tons of cotton were concluded with the
Union of Soviet Socialist Republics and with Germany
at the beginning of 1952.

The Egyptian Government in 1952 adopted the policy
of limiting the area under cotton for the subsequent
three yests to one-third of total land cultivated. The
quota fixed for cotton was thus lower than that estab-
lished for wheat, although since 1949 the arca planted
10 cotton has been larger than that under wheat. This

policy, as well as increased guaranteed prices to wheat
growers, was aimed at preventing expansion of the cot-
ton area at the expense of cereal production.

Although the quantity of exports in 1950/51 de-
clined by 27 per cent as compared with 1949/50, the
value of 1951 Egyptian colton exports was 10 per cent
higher than in the previous year, reaching £ 164 mil-
lion. The guantity of exports declined 9 per cent in
1951/52 as compared with 1950/51. The value of ex-
ports in the first six months of 1952 did not exceed
£ 37 miilion, compared with £I. 106 million for the
same period during the preceding year. In September
1952, prices for “Ashmouni good” cotton were 56 per
cent below the record level of February 1951 ; the prices
of “Karnak” also declined. Local consumption in-
creased slightly in 1951 /52, amounting to 67,000 tons
compared with 63,000 in 1950/51.2*

Syria

Colten growing is not new in Syria, but output has
increased vastly during the past three or four years:
from 5,700 tons in 1939 to 50,000 tons in 1951, while
the area under cotton increased from 32,000 hectares
in 1934-38 to 217,000 in 1951. This expansion was
chiefly a result of higher world prices. Cotton yield in
Syria was high in 1950. Expansion was encouraged by
the authorities, who saw nol only an opportunity for
expanding the area under cultivation but also a means
of providing more employment. Acreage was added
chiefly in El Jezira and the Euphrates region, Use of
tractors and agricultural machinery made it possible to
expand the area under cultivation rapidly; there was a
substantial investment of capital.

In 1950 the yield was 460 kilogrammes per hectare--
as high as that of Egypt. The 1951 yield was much
smaller; for an area nearly three times that of 1950,
production was only 50,000 tons, as against 35,000 in
1950. Ameng the reasans for the decline in yield were
plant parasites, lack of experience, poor selection of
seed, shortage of water and, in some areas, late rain{all,
which delayed pieparation of the soil. Other obstacles
to be overcome included technical problems in picking,
storing, ginning and pressing cotton fibres, financing the
harvest, providing suflicient man-power for cotton pick-
ing, and regulation of property rights. The area under
cultivation was reduced from 217,000 hectares in
1950/51 to about 150,000 hectares in the 1951/52 sea-
son, chiefly because of the downward trend of prices;
however, a larger harvest was expected. A cotton office
was set up by a decree of 23 January 1952, to 1egulate
cotton production by controlling cultivation, ginning,
sorting and export. Steps were also taken to limit the
area planted to cotton, to improve the quality of the
seed and to supply producers with equipment for insect
control.

' National Bank of Lgypt, Econamic Bulletin, No. 3, 1952,
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Total exports for the 1951 /52 season were estimated
at about 40,000 tons, compared with approximately
24,000 tons in the 1950/51 period. In 1950/51, 7,000
tons were used by mills in Syria, an increase of about
40 per cent in comparison with 1949/50; 8,000 tons
were used in spinning in 1951/52. The chiel purchasers
of Syrian cotton in 1950/51 were France, Lebanon,
Italy and the United Kingdom. Lebanon bought 5,000
tons in 1951/52, Cotton was the most important export
item of Syria in 1951,

Iran awp IrAQ

The area planted to cotton in Iran and Iraq has in-
creased substantially in recent years. In Iian it rose
from 100,600 hectares in 1949 to 130,000 in 1950 and
150,000 in 1951, However, the area was smaller than
the pre-war average ol 158,000 hectares. Selection of
seeds and standardization of quality appeared inade-
quate. Aside {rom petroleum, cotion was the main ex-
port of Iran in 1950/51.

in Iraq, the area under collon increased from 11,000
hectares in 1949 10 32,000 in 1950 and 44,000 in 1951,
when it was almest lriple the average [or 1934-38. Pro-
duction in 1951, despile the expansion of the area under
cullivation, remained below the outpat of the preceding
vear. The total was under 7,000 tons, a yield of about

140 kilogrammes to the hectare. Drought and heavy
damage by the spiny bollworm were chielly responsible
for the low yield. Most of the harvest was exported, but
the local textile industry was beginning to absorb part
of it. In Iraq, [or the fivst time, in 1951, cotton surpassed
wool exports and became the third major export item.

Turkey

Cotton production, stimulated by high prices pre.
vailing in foreign markels, made important advanees in
Turkey in 1950 and 1951. Average export prices in-
creased 67 per cent between 1950 and 1951, reaching
about nine times the average price of 1934-38. The aren
under cultivation rose rom 249,000 hectazes in 193438
to 305,000 hectares in 1949, 448,000 hectares in 1950
and 642,000 in 1951 As compared with the pre-war
period, 1951 production tripled and average yield in-
creased. The value of cotton expoits reached £T 216
million in 19515 cotton thus became the major Turkish
expoil, supplanting dried fruits and tobacco, whose
expoit had encountered difficulties for several years
owing to limited world demand in relation to produe-
lion and stocks. Al the end of 1951 and the beginning of
1952, prices showed a downward trend and price sup-
port measures were taken, in particular through the ae-
tion of cotten co-operalive unions,

Aspects of Agricultural Development

The main factors responsible [or the present fow level
of Middle East agricultural output are natwmal condi-
tions, of which the chief limiting element is the insufli-
ciency and irregular distribution of rainfall; Tack of
technical progiess, of research and demonstiation agen-
cies and of credit; and unfavouiable systems of land
tenure. Altempls to overcome these tactors have met
with varying degrees of success.® Some important re-
cent measures with respeet Lo water supply and iniga-
tion, farm equipment and land tenure are described
briefty in this section.

WATER SUPPLY AND IRIGATION

In Alghanistan, woik is under way on reservoiis on
the Helmand River, a project designed to bring into
cultivation almost 100,000 Lectares of land and to pro-
vide impreved irvigation for 30,000 additional hectaies.
Pieliminary studies are heing made for another project
on the Arghandab River. which will hirigale 60,000
hectares more.

The chief irrigation work in the Anglo-Egyptian
Sudan has taken place in the Gezira rezion, which is
already served by the large Sennar dam. In 1951, con-

“ For technical assistunce given by goversments and various
agencies in this respeet, see appendix B

struction raising the capacity of the dam by 30 million
cubic metres was completed;*! this was designed to ex-
tend the cultivated area by 40.000 heetares It is planned
to raise the dam further, increasing its capacity by an
additional 50 million cubic metres. There has also been
an appreciable extension of pump irigation in the
northern and central parts of the country, and a scheme
te irrigate 12,000 hectares in the Blue Nile provinee by
means ol pumps has been launched. Plans for extended
control and use of Nile waters, by the construction of
dams at Owen Falls and Lake Tana, are expected to
further benefit Sudan agriculture.”* A beginning has
also been made in developing the clay plains of central
Sudan in o1der to increase lood production.

In Cypius, a ten-year iitigation plan was started in
1946. By 1950, the atea receiving perennial inigation,
including both gravity and pump irrigation. had risen
from 15,7100 hectares to 18,400 heetares, while the area
receiving seasonal irrigation inereased from 38,000 to
41,700 hectares. During 1951, 1,600 additional hectares
were provided with perennial inigation and 800 hec.
tares with seasonal irrigation.

' National Bank of Eavpt, Econamic Bulletin, No. 4, 1951,

** British Information Scrvices, The Anglo-Fgyptian Sudan
(New York), Tune 1951

“information transmitted to the Secretary-Gencral of the
United Nations by the Government of the United Kingdom.
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In Egypt, the principal development project com-
pleted recently was the Edfina hairage, controlling
the flow of the Rosetta branch of the Nile, which was
finished in 1951 at a cost of £E 4 million and is ex-
pected to save 600 million cubic metres of Nile water
each year.?* The Isna barrage in Upper Egypt had been
completed carlier. These and other projects, including
the digging of a thousand artesian wells in Upper
Egypt, form puit of a ten-year plan for irrigation and
conversion of 375,000 hectares from basin to perennial
irrigation by supplying Nile and underground water.
Egypt is also taking part in the construction of a reser-
voir at Owen Talls, which, in addition to providing
eleetricity for Uganda, is expected to increase the stor-
age capacity ol Lake Victoria, and to bring under culti-
vation about 400,000 hectares in Lgypt and an addi-
tional large area in the Sudan.®® The Owen Falls dam
constituted the first stage of a project {or regulating and
storing Upper Nile waters, Small resexvoirs were also
built in the Sinai and eastern deserts [or storage of rain
water and for irrigation of small areas.

In Iian, the seven-vear plan envisaged ar increase in
the irrigated area, paitly by construction of dams and
reservoirs, partly by gieater use of underground water
by means of pumps and artesian wells; several hun-
dred deep wells were drilled. Work was completed in
1952 on the Kuhrang tunnel, which is the first stage of
a project to divert some of the headwaters of the Karun
River into the Zayandehrud River, thus extending the
cultivated area around Isfahan and increasing the water
supply of 5,000 hectares. Another scheme at Shaban-
Kareh to irrigate 15,000 hectares was completed in
1950. A project on Karkheh River for the irrigation of
80,000 hectates started in 1951, Dams were under con-
struction at Golpayegan, to irrigate 6,000 hectares, and
at Zehak and Mian-Kangui in Seistan, and construction
was begun in 1951 on a tunnel to divert the Karaj River
near Tehran. Some of these projects received aid under
the “Point Four” programme of the United States. The
implementation of the various schemes which are undex
way is expected to increase the cultivaled area by
185,000 hectares,*®

In Iraq, the Habbaniya project for fliood control and
jrrigation is in progress. The diversion of the Buphrates
flood waters to Habbaniya Lake is being completed,
and tenders have been offered on the building of the
Habbaniya dam, which will permit the irrigation of
300,000 hectares. Work has begun on the first stage of
the Wadi Tharthar project to divert flood waters into the
Wadi Tharthar depression; during the second half of
1952, bids were invited {or the construction of a barrage
and subsidiary works at Sumarra, on the Tigtis River,
which is the second stage of the project.

It was also 1eported that a large-scale project for

A1 Ahram (Caire), 13 August 1951
33 British Information Services, Nile Water Projects, August

049,
3 Bank Melli, Annual Report, 1951 and 1952,

artesizn wells was undertaken in the northein part of
Iiaq, in order to provide water for crop irrigation and
to encourage nomad tribes to seltle permanently on the
land, Ninety-nine artesian wells have already been
drilled and eleven pumping stations installed ** Among
other schemes may be mentioned the Bekhme dam, a
multiple-puipose project, {or which an aerial survey
was conducted and arrangements made for dirilling,*®
as well as the Jahal Tarig dam on the Diyala. All these
projects are being carried out by the Development
Board, established in 1950, to which 70 per cent of the
revenues derived from the petroleum industry are al-
located.

The main developments in Israel since 1950, in the
field of irrigation and reclamation, include reclamation
work in the Negeb, where the total cultivated area at the
end of 1951 reached 75,000 hectares, compared with
25,000 liectares in 1949, and the number of villages in-
creased from 14 to 38. Of the drainage projects started
in 1950, the most imporxtant is the Lake Huleh scheme,
which is expected to increase the eultivated area by
6,000 hectares; others include construction of artificial
lakes in Galilee and the Negeb, wells in western Gali-
lee and water pipelines in various parts of the country.
Thete are also several large-scale projects, the most
extensive being the proposed Jordan Valley project,
construction of which requizes prior agreement hetween
Israel and neighbouring States.

In Jordan, minox irrigation works have been built on
some of the streams flowing inte the Jordan River. A
detailed survey is being conducted for a projected dam
on the Yarmuk River, to generate electricity for both
Jordan and Syria and to irrigate 60,000 hectares in the
Jordan Valley. The costs of the project are put at ahout
$60 million.

In Lebanon, experimental research with a view lo
future projects on the Litani River is in process. During
the past ten years, several small-scale projects have sub-
stantially extended the irrigated area in Lebanon; other
projects now on hand or nearing completion are ex-
pected to 1esult in a further increase of 37,000 hectares.
The chief of these are the Akkar plain preject {(to add
10,000 hectares), the Lake Yammouneh project (10,000
hectares) and two projects on the Litani River, aggre-
galing 14,000 additional hectares. Some of these are
also designed to generate electric powezr.

Several small-scale irrigatien works have been com-
pleted, or are being completed, in Saudi Arabia with
the help of the Arabian American Oil Company. Great
interest attaches in this connexion to five experimental
stations—notably the 1,200 hectare farm at Al Kharj—
where agricultural tesearch and training are carried on

* Middle East Feonomist and Financial Service, vol. V1, June
1952,
3 Gratement by the representative of Iraq 1o the Second Com-
mittee of the General Assembly of the United Netions, 5 Novem-
her 1952
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with the development of water supplies. The Govern-
ment is planning to make greater use of underground
water by installing pumps.

In Syria, work has begun on various projects for
agricultural development. The digging of the main wn-
nel {or the Roudj swamp drainage project started in
the summer of 1952. On the Khabur, the principal
canals of a project designed to irrigate about 9,000
heclares were completed; it is eventually hoped to ex-
tend irrigation to 100,000 hectares. The Sinn irrigation
project, which is expected to clear 5.000 hectares for
irrigation and also to provide electricily for the town
of Baniyas, is under way. Some constiuction has been
carried out on the Koucik project, designed Lo irvigate
15,000 hectares near Aleppo. Preliminary engineering
surveys of the Ghab scheme have heen conducted; this
project is expected eventually to reclaim 30.000 hec-
tares of swamp and to irrigate 13,000 additional hec-
tares, as well as provide hydroelectric power.

In Tuikey, flood control and generation of electric
power, as well as irrigation, are the objectives of sev-
eral projects. Among the schemes neazest to completion
is that for the Seyhan Valley, where existing installa-
tions are to be expanded lo regulate the flow of the
river, to generate electricity and to provide hirigation
for about 144.000 hectares in the plain of Adana; it is
expected that this project will be completed in 1956.
A dam is also under construction at Sariyar, on the
Sakarya River; designed to provide electiical energy
and flood contrel, it is scheduled for completion in
1954.%* Work on minor drainage and irrigation projects
is proceeding on the Menderes, which flows into the
Acgean south of Izmir," and on the Gediz, near Izmir,
where the project under way is expected Lo assure the
iirigation of 78,000 hectares of land

AGRICULTURAL EQUIPMENT

The mechanization of agriculture made notable prog-
ress in several countries, particularly in Israel and
Turkey. In Isracl, efforts were made to facilitate the
import of mechanical equipment {or agiiculiure. The
following figures show the increase in agricultural
equipment from 1947/48 10 1950/51.%

Fractors Combiines Drills Balers
1947/48 Co 460 260 237 173
1950/51 ... .. 3,800 G40 640 350

In Turkey, it was reported that there weie about
25,600 tractors in use in 1952, that is, aboul six times
the 1949 figure; mechanized agricultural cquipment to
the value of about £1 100 million was imported during

** Turkish Information Office, News from Turkey, 16 October
1952,

* Bochenski and Diamond, “TVA’s i the Middle East”, Mid.
dle East Journal, January 1950,

' Information from Ministry of Public Works, Ankara,

" Isvacl Office of Tnformation, Four Years of lsrnel’s State-
hood, April 1052,

the first six months of 1952, compared with £T 40
million in the first half of 1951, and 165 workshops to
service and repair agricultural machinery, in addition
to 18 mobile units, were in operation.

In Iraq there weie approximately 170 combines and
350 tractors in operation; about half of them were con-
centrated in the provinces of Mosul and Baghdad. In
addition, 75 combines and 81 tractors were owned and
rented by the Agiicultural Machinery Administration.
From 1945 to 1950, inclusive, 632 tractors and 262
combines were imporied. "

In the other countries, mechanization has made less
rapid progress. Latest available figures estimate the
number of tiactors in the Anglo-Egyplian Sudan at 185,
in Cyprus at 443, in Egypt at 5,400, in Ivan at 1,186,
in Jordan at 88 and in Syria at 642

The use of lertilizers in the principal eountries, after
a marked decline during the Second World War, has
increased in recent years, especially in Egypt, Israel
and Turkey, as shown in table 8 An attempt is being
made Lo meet Egyptian needs for fentilizers from domes-
tic production, Work is progressing on the Aswan dam
electiic project, which may eventually produce more
thar 400,000 tons of calcium nitrales. while another
nitrate {actory with a capacity of 200,000 tons of cal-
cimm nitrates {or about 30,000 tons of nitrogen} has
started production in Suez. In addition, the present
productive capacity of Egypt with respect to super-
phosphates (equivalent to 7.800 tons of phosphates)
is being expanded, and an o1ganic manure plant is also
being installed. Smaller fertilizer plants are operaling
in Israel and Turkey, and the possibility of using waste
gases [rom oilfields for the production of nitrates is
being studied.® Imports of fertilizers show a general
increase, and it is estimated that in 1950/5% consump-
tion of all types amounted 1o 150,000 tons, that is, more
than one and a half times the pre-war amount. How.
ever, except in Egypt, the use of fertilizers is still very
limited in the region, and, in most cases, it is concen-
trated on a few high-value cash erops.

Some notable results have heen obtained in 1ecent
years in improving ciop vaiielies, mainly for high-
value cash crops. For instance, efforts are being made
by the producing countries to improve the quality ol
colton, and Egypt, Iraq, Iran and Jordan have started
work on cereals in order to develop new varielies more
resistant to blight and rust. The distribution of im-
proved seeds to [atmers, except in countries like Egypt
and Isracl, remained inadequate. Government pro-
grammes Lo contiel animal diseases were expanded in
several countries, especially in Egypt and Turkey.

** International Bank for Reconstrnction and Development,
Economic Development of frag, 1952, page 237.

" Food and Agriculture Organization of the United Nations,
Yearbool: of Fead and Agricultural Stativtics, 1950 and 1951

* See chapter 3, “Petroleum™.
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Table 8. Utilization of Fertilizers, 1938, 1947/48 to 1950/51, 1949/50 and 1950/51

{Thousands of metric tons)

1947 /48 to

Couniry and ilem 1938 1550754 1249750 1950/51
Fgypt:
itrogen ‘ 76.0 86.6 930 1125

Phosphoric acid 87 143 14.0 219

Potashe 02 01 0.3
Fsrael/ Palestine:

Nitrogen. . ... — 4.8k 38 7.5

Phosphoric aci — 4.6v 7.4 6.5

Potashe 3.1 0.9v 01
Lebanon:

Nitrogen . — 12 14 1.5

Phesphoric acid 0.6 0.6 0.7

Potash» 1.2 1.3 1.4
Syria:

Nitrogen 0.5 0.2 0.6
Turkey:

Nitrogen 0.2 4.6v 6.3

Phosphoric acid. e 1.6 22 26

Potash> .. . ... 0 L o 0.2 1.0- 1.0

Source: Tood and Agrieulture Organization of the
United Nations,
* KO content.

The threat of locust damage to Egypt, Iraq, Iran and
Saudi Arabia in the beginning of 1952 was averted by
a well co-ordinated programme involving local govern-
ments, the British desert locust control office, the United
States Technical Cooperation Administration and the
Government of the Union of Soviet Socialist Republics.

LAND TENURE

In most countries of the region the pioblem of land
tenure is a complex subject, invelving interrelated ques-
tions in the political, social and legal fields, the solu-
tion to which requires major decisions of policy
aflecting the economic, financial and technical aspects
of the agrarian structure. Real improvement in the land
lenure situation usually requires such direct measures
as a more equitable distribution of holdings. a moze
eflicient size of farms, beller landowner-tenant relation-
ships and an increase in the cultivable area available to
landless peasants or small landowners. But these also
call For measures for improving the productivity of
agricuiture, which in its turn necds lo be an integrated
part of an over-all development programme of the
country. Some of these important interrelations have
been taken inlo account in recent laws on land tenure
adopted by several governments of the region. In gen-
eral, these laws provide, in addition to a redistribu-
tion of the land, measures to extend co-operatives,
develop agricultural credit and supply advice and tech-
nical help to the new farmers. It is loo early, in most
cases, to measure the eflect of these reforms, some of
whicl: are still in process of amendment and are to a
certain extent tentalive in their present form.

" Average of three yeurs.
< Partly estimated; 1947-50 average,

In the Anglo-Egyptian Sudan, the concession of two
companies in the Gezira scheme was permilted to lapse
in 1950. The project, begun in 1913, was a threefold
partnership involving the Government, which built the
Sennar dam and main canals and rented the land from
the original cultivators; two British companies, which
built the subsidiary canals, provided buildings and
machivery, and managed the cultivation, storage and
marketing of the crop; and tenant cultivalors who fur-
nished the labour. Food crops weie 1etained by cultiva-
tors, while the proceeds [rom cotton were divided in the
proportion of 40 per cent to the Government, 40 per
cent to the tenants and 20 per cent 1o the two companies.
The project covers about 350,000 hectares, of which
80,000 are planted to cotton each year. Since 1950, the
scheme has been managed by the goveinment-appointed
Gezira Board; as hefore, 40 per cent of the net income
from colton is 1o accrue o the cultivators and 40 per
cent to the Goveinment; the remainder is to be spent
on experimentation, development and wellare.

In Lgypt, a decrce on land reform which was adopted
in 1952 contained far-reaching clauses on ownership,
co-operatives and rent control. Except for uncullivated
land in process of reclamation, the size of agricultural
Jand holdings is limited to a maximum of 200 feddans
(about 80 hectares} per owner. The surplus is to be
requisilioned by the Government within five years of the
date of enforcement of the law, and the portion to be
requisitioned each year is to be not less than one-fifth
of the total land to be requisitioned. Within certain
limits, the proprietor may transfer the ownership of
the lands before requisition. The proprictor is to 1eceive
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for the requisitioned portion an indemnity equivalent
to ten times the rental value of the land, including con-
struction and installed machinery. The rental value is
to be fixed at seven times the land tax imposed belore
the decree. The indemmity is to be paid in 3 per cenl
government bonds redeemable in thirty years; these
bonds may he used for payments of land taxes and of
the inheritance tax on land. Regulations governing the
disposal of these bonds are to be determined by a fur-
ther decree. Beginning 1 January 1953, a supplementary
tax is to be imposed on land holdings in excess of 200
feddans at the rate of five times the original tax.

The land requisitioned nnder these provisions is to
be distributed among small farmers, that is, farmers
owning under five feddans, and each is to be allotted
a property of not fewer than two and not more than five
feddans. The price of land so distributed is to be esti-
mated at the amount of indemnity paid by the Govern-
ment plus I5 per cent for expenses; it is to bear 3 per
cent interest and to be repaid within thirty years. An
agricultural co-operative society for all small larmers
is to be established in each village where Iand has been
requisitioned. These societies are to make agricultural
loans, supply agricultural equipment Lo their members,
organize cultivation, sell crops on behalf of their mem-
bers and “render all other agricultural and social ser-
vices to members”. The new decrec also regulates the
level of rents on agricultural land and the rate of wages,
and it gives agricultural workers the right to form
unions, Another decree concerning the dissolution of
all family waqls (Ahli} was passed. The land lermerly
held by the waqls will be transferred to waql benefi-
ciaries under the ownership limitations provided in the
decree on agricultural relorm. It is estimated that
600,000 feddans, o1 one-tenth of the total cultivated
area of Egypt, will be transferred under the terms of
the land reform law and that 150,000 [armers wili
beneft from it.®

In Iran, at the beginning of 1951, the Shah an-
nounced the distribution of Crown lands among
farmers. The size of the lot is to be determined by the
area necessary lo provide a [air standard of living to
the cultivator and his family. The purchase price is to
be paid on a long-term basis during twenty-five years,
each annuily being less than the annual payment to the
landowner in the past. At the same lime, co-operalives
are lo be established to develop the villages and to pro-
vide technical, financial and social help: pilot projects
have been started. The cultivated area to he distributed
is estimated at 300.000 hectares, which could be raised
to D00,000 if suflicient frrigation facilities were avail-
able; the area contains 1,677 villages, ranging in popu-
latien from 50 to 10.000 inhabitants.®

During 1952, several laws, applicable to Iran as a
whole, were adopted with a view towards aiding agri-

™ Natienal Bank of Exypt, Zconomic Bulletin, No 3, 1952.
* Middle East Economist, February 1952,

cultural development and inereasing the farmer’s share
of the crop. Under a law issued on 6 Qctober, 20 per
cent of the produce of the land is to be deducted from
the Jandlord’s share; half of this is to be given to
farmers who have contributed to the care of the crops;
the other part is to be given Lo the development and
co-operative fund of the village. Councils are to he set
up at the village level, and then at regional levels and
at the national ievel to promote agricultural develop-
ment. Peasant proprietors are to pay 2 per cent of their
total income in cash and kind from unirrigated crops,
and 4 per cent on irrigated crops, into the development
and co-operalive fund. Of the total income accruing to
the village fund, 70 per cent is to be spent Jocally and
the remainder allocated to funds serving larger areas.

Another law, adopted on 11 October, ends the levy-
ing by the landlord of dues in the form of sheep, goals,
fuel, etc., and of poll taxes. The landlord is also for-
bidden to “force the cultivator to work on his private
affaits or to use the peasants’ agricultural implements
or possessions except with the consent of the peasant o1
in return for the payment of a just price and wage”

In Iraq, a start has been made during the past ten
years in encouraging small holdings by distributing re-
claimed agrieultural land. An example of these schemes
is the Dujaila project, under which 1,058 farmers were
settled from 1946 to 1950 on plots of 100 dunums
(25 hectares) allotted from government-owned irri-
gated land. Most of the farmers are members of co-
operatives, and assistance is given to them regarding
improved farming methods, seeds and control of pests
and plant diseases. After ten years, successiul {armers
are to ebtain full freehold rights over their holdings.
Other projects have been started at Shaher Zoor (Sulai-
maniya) where 9,000 heclares were distributed to 360
families; at Hawijah (Kirkuk) where 1,000 hectares
were distiibuted to 210 families; and at Kinroin and
Bazuiz Al-Latifiya. It was hoped that a total of about
2.500 {families would be settled in the course of 1052,

The distribution of holdings on government-ewned
land (miri sirf) was regulated by a law passed in
June 1951. Settlement areas in Iraq, ranging from
2,000 dunums in the mountains Lo 20,000 dunums in
flow-rrigated areas and 80,000 dunums in dry farming
zones, are to be established and developed under
methods which were tested at the Dujaila project. The
sive of the unils to be distributed is to be limited 1o
20 dunums (3 hectares) in mounlainous land, 100 du-
nums (25 hectares) in fow-irrigated lands and 400
dunums (100 hectares) in dry forming lands. The
planning of the settlement and the methods of cultiva-
tion are to be supervised by land scitlement committees.
The farmers are to become owners of their land with-
out charge after ten years, but are not allowed to alien-
ate il for a fuither period of ten yems. Graduates of

" Royal Institute of International Affairs, “The New Land
Decrees in Persia®, The World Today {(London), December 1952
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agricultural schools are given an opportunity to apply
for a settlement plot.

The agrarian structure of Isiael differs in many im-
portant respects from that of other Middle East coun-
tries. There are no privately owned large holdings, and
the condition of tenants and agricultural labourers does
not present any special problem. The main difficulty has
arisen {rom settling a population with urban traditions
upon the land, and it is partly for this reason that much
of the settlement has taken the form of co-operative or
collective farms. Ninety-three new settlements were es-
tablished in 1950, and sixty-seven more in 1951.

The new Syrian Constitution and Civil Code pro-
vided that measures should be taken to encourage own-
ership of small and medium-sized plots, to distribute
government domains, to limit the maximum area to be
owned by an individual and to raise the standard of
living of the peasant.

Accordingly, Dectee No. 96 of 3 February 1952%
limited the individual use and ownership of government
lands — officially estimated at 1.6 million hectares ox
nearly a quarter of the total cultivable land—to 150
hectares in El Jezira and to 50 hectares in other paris
of Syria. The arcas in excess of these amounts are to
he redistiibuted to landless peasants or small land-
owners, The purchase price, while varying with the type
of land, is to be low and is to be paid in instalments
over a long term. The question of establishing co-
operative societies which would assist the farmers in
implementing the law was under study. The Agricul-
tural Bank is to provide the new landholders with long-
term low-interest loans for the puichase of tractors, seeds
and plants. It is reported that the Government has begun
distribution of government land in Al Ghab district

Pistribution of land to landless farmers began earlier

3¢ This decree was subjected to severul modifientions in the
course of 1952,

in Turkey, under the law of 1945, than in other parts of
the region, and has been extended during recent years.
1t is reported that by the latter part of 1951, 200,000
hectares had been distributed to 42,000 families; in
1952, 163,200 hectares were distributed to 37,849 fam-
ilies, and breeding grounds totalling 104,446 hectares
were given to stock breeders.” New title and 1egistry
laws were passed to accelerate survey and registration
procedures; and 300,000 tracts of land were registered
in eighteen months, compared with 400,000 tracts in
the preceding twenty yenrs. Substantial credits were
eranted by the Agricultural Bank, for founding new
{arms and making additions and repairs on existing
farms. The bank granted loans to 1,468,000 borrowers,
totalling £T 163.2 millien in 1951, compared with
£T 129.3 million in 1950.% Farming co-operatives in-
creased in number, in 1952 reaching 1,150, with 600,000
members in 11,000 villages. The loans by these co-
opeiatives amounted to £T 66 million in 1951/52.

The entry of 250000 Turkish immigrants from
Bulgaria raised special problems of land settlement for
the Turkish Government. In order to facilitate the set-
tlement of this group in Turkey and bring about theix
integration into the Tutkish economy, the Directorate-
General for Settlement and Re-establishment, a special
office responsible to the Minister of State, was estab-
lished to deal with all economic questions relating to
immigrants. The refugees, after reception and initial
care, are to be distributed throughout the country. If
they are peasants, they are to be provided with land
free of charge, and a1e to receive tools, cattle and seeds.
All are to be given loans in order to help them over the
initial period of settlement.*

W Curkish Home Service, 20 December 1952,

 Turkish Information Office, News from Turkey, 25 Septem-
ber 1952,

* United Nutions High Commissioner’s Advisory Committee
on Refugees, “Report on the Status and Conditions in Turkey of
Refugues from Bulgaria”, document A/AC36/12, 28 July 1952,
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Table 9. Production of Prineipal Cereals, 1934-38, 1947-51, 1950 and 1951

{Thousands of metric tons)

Cereal ond eouniry 183438 194751 1950 1951
Wheat:
Anglo-Egyplian Sudan . ... . ..., . . .. 7 15 12 15
Cyprus. .. ... ... . L 59 50a 56
Epypt oo 1,184 1,104 1,018 1,209
Tran. .. . ‘ e T I £ 104 1,904 2,263 1,800
Prag. .. . L o . . Co 478 441 520 650
Tsrael /Palestine . . . e 87 21w 27 14
Jorden. . e e 81 89 106 G4
Lebanon . . . ... e 35 51 od 50
Syria .. . oo S o 459 682 830 510
Turkey - I O 4,620 3,872 5,600
Torar 7,671 8,3704 8,758 9,070
Barley:
Cyprus. . . .. e 44, 44 44 38
Favpt ... o0 225 133 91 99
Iran.. .. e e 793 759 875 720
frag ....... ... . e e 575 714 860 900
Israel/Palestine . .. . .. ... .. . . . ‘ 67 28v 37 28
Jordan. .. . e 37 35 11 30
Lebanon.. .. ... . . ... .. 29 23 23 26
Syria. e . . 290 272 322 155
Turkey .. . . ‘ L 1,854 1,935 2,047 2,700
Torar 4,014 3,943 4,280 4,696
Maize:
Anglo-Egyptian Sedan . . .0 12 144 15 11
Eeypt. . .. e 1,616 1,357 1,300 1,421
Irag. ... . o L 20 22
Is1ael/Palestine . ‘ .. o o 8 8v 15 3
Lebanen . . . ... L L. . .. 13 13 iz
Syriz. ... S C 22 31 36 22
Turkey . .. ... . ... e . 557 685 628 848
Torar  2,240» 2,134 2,042 2,3500
Rice (paddy):
Egypt. . o o e 609 1,123 1,242 620
Tean. .. .0 - 423 418 450 360
Iraq e 205 244 255 180
Syria ..o L ‘ 3 2% 24 e
Twkey ... ... .. L &l 96 86 107
Torar. 1,304 1,902 2,057 1,290
Other cereals:
Rye: Turkey. ... . . .. | S e 336 436 443 600
Onis: Tuikey e 223 284 3106 350
Millet: Bgype .. .. ... ... . . o 126 533w 126
Millet: Turkey . e o 44 Ton 89
Sorghum: Angle-Egyptian Sudan .. .. ... . 342n 6330 867
Source: Food and Agriculture Organization of the *Fhe wheat output of Afghanistan, which is not in-
United Nations, cluded, was estimated at 1.7 million tons in 1948
® Average 194750 N Par:ly estimated.

¢ Average 1048-51.
¥ Average 1947/48 1o 1950/51.
" Estimate for one year only.

¥ Averape 194951,
¢ Unofficial data.
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Table 10. Output of Agricultural Products Other Than Cereals,
1934-38, 1947-51, 1950 and 1951

{Thousands of metric tons)

Product and country 1934-38 1247-51 1950 1051
Olive oil:
Tutkey ... .. .. ... . 37 46 52 39
Lebanon . e 4 9 13
Syria. . . . o S . 8 11 4 9
Othet countriess. ‘ . S o 10 &b 4b 3v
Torar 59 71k 63v 64r
Ozl seeds {m ail equwalent} e
E o R 128 117 120 126
Turey e e 32 80 4 102
Other countriese. . e e 66 98 151 84
ToraL 226 205 345 312
Su zar (raw)-
E Lo o T s 146 199 195 2104
Tuz cey. o e o 61 152 153 207
Iran. .. . T, . 17 51 62 77
TotaL 224 402 410 494
Citrus fruits:
Istael/Palcstme U 403 338 348 347
. A o 235 270 318 307
gganen . PPN 61 69 T2 87
Other COUNIEES®. . ... .. e . 66 148 133 185
ToraL 765 825 871 926
Cotton (lint)
Egy) e S 400 364 382 363
TurEe e e 52 99 122 155
Anglo- Egypt:an Sudan ... e 53 66 100 62
Other countriest .. . ... . .. ... . . 42 48 71 82
To1AL 547 577 675 662
Tobaceo:
Turkey. ... .. .. e e 55 87 85 B2
Iran. . s e e 15 i3 15 124
Other countriess . A e 11 15 19% 20t
ToraL 81 115 119b il4®
Source: Food and Agrieulture Organization of the ! Unofficial data.
United Nations, * Cypras, Iran, Syrin, Turkey.
 Cyprus, Iran, Isrzel/Palestine, Jordan. ! Iran, Iraq, Syria.
b Estimated. ® Cyprus, Iraq, Israel/Palestine, Jordan, Lebanon,
< Aden, Anglo-Egyptisn Sudan, Cyprus, Iran, Iraq, Syria.

Tsrael/Palestine, Jordan, Lebanon, Syria,
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Table 11. Number of Livestock and Draught Animals, Pre-war and Post-war

(Thousands)
Country und year Cuitle Buffulo Sheep Goals Harses Daonkeys Mules
Afghanistan:
1939 ... .. .
194748 ... ... . S 2,500 . 14,000 6,000 500 1,600 200
Anglo-Egyptian Sudan:
1939 . o . 2,700 2.500 2,000 23 375 1
1947-51. . . 3,780 . 3,075 4., 300n 20s o200
1949/50 . S . 4,060 o 5,600 4,300 20 500
1950/51 S Lo 4,000 C 5,600 4,300 20 S5G0
Cyprus: .
1938. .. .. o A 40b v 301k e 1844 = 4 54 11
1947-51. . . . S 35 . 201- 167¢ 5 53 9
1949/50 . 33 e 304 167+ 5 al 8
1950/51 ... . . . . 33 v 2870 15d4e 5 51 8
Egypt: - ‘
1939 ... .. . 1,230 966 1,897 1,088 47 1,069 ¢
19:46/47 . 1,321 1,240 1,875 1,474 27 1,026 12
Iran:
1937 ... 2,920 .. 14,011 7,119 305 1,180 52
194751 . 2,967 e 14,633 - 359 1,230+
1948749 . 2,500 10 13,600 6,750 365 1,200 -
1950/51 . . . o 3,900 12 18,000 7,000 365 1,200 126
Iraq:
1038 ... . 250 29 5,525k 2,224% 150 120 60
1948-51 . e .. 7,088» e 187w - ..
1948/49 . . 822 130 7,005¢ 1,849 188 413 52
Syria:
1939 . 357 G 3,100 1,275 06 139 27
194751 . . . . 380 7 2,948 1,208 111 333 54
1949/50. . 368 7 2,750 1,190 98 267 34
1950/51. .. . . 429 7 2,930 1,230 97 a7l 38
Turkey:
1939 .. .. 9,331« 907 25,221 16,518 964 1,387 7.
1947-51 . . 10,125 934 29,144 17,921 1,120 1,691 103
1949/50 .. 10,204 897 23,073 17,403 1,132 1,687 104
195051 . . . o 10,216 Us3 23,083 18,465 1,140 1,633 109
Tora:»
Pre-wa . W 16,808 52,555 30,408 1,559 4,324 254
Post-wari., ... ... ... ... 20,721 58,830 34,472 1,842 5,084 363
Soeurce: Food and Agrieullure Organization of the 1 1947/48.
United Nations. In this table, the four-year average ' 1548/44.
1947-51 reders to the agricultural years I97/48- £ 1949/50: 7A490,000; 1950,/51: 8,520,000
1948449, 1938
® Three-year average. " Excluding Afghanistan,
" 1939, ' Most recent available.

* Over one vear old on 1 March of year indicated
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Aspects of agrieultural development

Table 13. Net Imports and Exports of Sugar, 1934-38, 1947-51, 1950 and 1951

{Thousands of melric tons)

Counliry 1034-38 1947-51 14950 1551
Aden e —~2.5 —5.1n
Afghanistan. ... . ..... ... ... ... == T.4b —06.7¢ ~2.3 ‘
Anglo-Egyptian Sudan. ... ... ..., =270 —49.7 -69.2 ~59.7
Cyprus. .. ... ... ........ . ... ~3.4 —4.7 -5.3 —5.8
Eoypr .. oo o ~2.5 —~36.1 —1389 -0.8
Iran —G8.5 —120.1 ~153.8 —1i4.3
Irag. ... .. . —-37.2 —065.6 —87.1 —759
Israel/Palostine —24.6 —26.0 N —24.5
Jordan ... ... . . ... ... ... e Bl —-15.2 —14 6 —14.3
Lebanen and Syria... ... .. .. ~319 —36.5 42,2 -36.3
Turkey. ... .. ... .. ..., .. ~205 —10.4 — o

Torar —228.9 — 375 — 550 ~—3dQe
Sonrce: Food and Agrieulture Organization of the " 1937-38; imports from Indiz based on Indian sta-

United Nations. Minus sign {—) desianstes net im- tistics
ports, *1947-50 average.

? 1947-49 averaue, *19306.38 average.

° Partly eslimated.

Table 14. Net Imports and Exports of Citrus Fruits, 1934-38, 1947-51, 1950 and 1951

{Thousands of metric tons)

Country 15354-38 Hibi-G61 14250 10951
Aden. .. .. ... L L 0.1 —{.3n o .
Anglo-Fgyptian Sudan. . ..., . . =07 —1.0 —0.4
Cyprus ... ... . 100 176 20.6 26.1
Egypt........ 6.0 1.2 0.3 6.2
11 S we 0,1 0.1 — —
Israel/Palestine .. R, 300.1 226.0 1672 158.5
Syria and Lebanon .. . . ... ... .. 107 58 10.0 16.6
Tutkey. ....... ... .. e ] 0.5 1.6 —

Torsr 326 250 200 207

Sonrce: Food and Agriculture Organization of the

United Nations. Minus sign {—) designates net im-

ports,

* 104749 average.






Chapter 2

INDUSTRY

Industrial development has been uneven in the vari-
ous countries of the Middle East. Generally speaking,
aside from oil extraction and refining, the countries
bordering on the Mediterranean, which have been in
closer contact with Europe and more readily subject to
European influence, have gone {urther than others in
transforming their cconomic and social structure, thus
making possible the growth of modern industry. In-
dustrialization decreases as one proceeds in a southerly
or easterly direction. The most industrialized countries
of the region are Egypt, Istael and Turkey. In Iran,
Lebanon and Syria and, to a lesser extent, in Afghani-
stan and Irag, a beginning has been made in several

Progress of

Industry appears to have made rather rapid progress
in the Middle East, when account is taken of the {act
that it started relatively late. The need for industrializa-
tion began to be realized in the Middle East during the
First World War, when imports of manufactured goods
declined sharply, and during the nineteen twenties steps
were taken in some countries to encourage local indus.
try. But at that time governments were handicapped by
testrictions on changes in tariffs imposed by treaties.
Thus, until 1930, an 8 per cent duty had to be paid on
imports into Egypt; in Iran, the rate was 5 per cent; in
Iraq. Lebanon, Palestine and Syria, the terms of the
League of Nations mandates prohibiting discrimination
apainst any Member State made it difficult to protect
local industry, while the Treaty of Lausanne prohibited
the raising of the tarifl level in Turkey above that pre-
vailing in 1916.

1t was oaly in the early nineteen thirties that most of
these countries 1ecovered their freedom of action in
that field: Iran in 1928, Turkey in 1929, Egypt in 1930
and Iraqg in 1932. Moreover, about that time the man-
datory authorities imposed protective tarifls on manu-
factured goods, in Lebanon and Syria after 1931, and
in Palestine after 1927, These made it possible to estab-
lish and maintain local industries, while the sharp fall
in agricultnal prices during the depression of the nine-
teen thirties made it urgent for the couniries of the
Middle Fast to seek an alternative source of income.
Other stimulating factors included the immigratien of
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directions. The other countries of the region have so far
remained almost untouched by moedern industrialism.
Taking the region as a whole, it appears that, while in-
dustry has expanded rapidly during recent years, it
remains of secondary importance among the economic
activities of the region and is hampered by a number
of interrelated obstacles, which are only gradually be-
ing overcome,

The three sections of this chapter deal with the
progress of industry in the Middle Fast: the structure
and place of industry in the economies of different coun-
tries; and factors allecting its progress.

Industry

Jewish capitalists, skilled workmen and managers to
Palestine; the decline of an extensive and profitable
entrepdt trade in Lebanon and Syria, {ollowing the
break-up of the Gttoman Empire in 1919; and the desire
throughout the region to achieve some measure of eco-
nomic self-sufficiency.

Government encouragement of industiy took the
form, not only of protective duties and total or partial
tax exemption of raw materials and machinery but also
of alleviation of fiscal burdens and, in some countries,
provision of credit {acilities, Thus, in Turkey the Siimer
Bank was founded in 1933 for the promotion of indus-
try and the Eti Bank in 1935 for the mining industry;
in Iran, the Agricultural and Industrial Bank, {ounded
in 1933, extended some [acilities to indusiry; likewise,
in Egypt, Bank Mist, founded in 1920, not only financed
a large group of privale industries, but served as a
channel for government assistance to industry. In Tran,
Turkey and Afghanistan, government intervention went
Furthes, taking the form of the establishment and direct
management of several large factories. In 1934, Turkey
launched an industrial five-year plan, the first of its
kind in the region.

At the outbreak of war in 1939, the only country with
heavy industry was Turkey which, as a result of its five-
year plan, was in possession of iron and steel works that
were just beginning to operate. In Egypt, Tran, Lebanon,
Palestine and Syria, as well as Tutkey, several light
industries had been established and were meeting an
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increasing pait of the needs of these countries in con-
sumer goods.?

The immediate impact ol the war on industry in the
Middle East was disruptive, since imports of certain
raw materials and spare parts were cut oft o1 reduced.
This factor was, however, more than compensated by
other forees which began to be felt after 1940, In the
first place, the reduction in imports ol manufactured
goods increased the demand [or local production, thus
enabling local industiies to expand their output by work-
ing at full capacity. Second, and more important, Allied
military expenditures in the region began to assume
large proportions. In Egypt, for example, in 1942 and
1943, Allied military expendilures represented an addi-
tion of some 25 per cent to the national income; in
Palestine over 30 per cent; in Lebanon a stil]l higher
rativ. Very little of this expenditure went to the pur-
chase of agricultural products and, while a relatively
large share was spent on services and the direct employ-
ment of workers in military workshops and camps,* a
substantial amount was lor crders for manufactured
goods. In Turkey, competitive buying by the Axis and
Allied Powers had a similar inflationary effect. In April
1941, the Middle East Supply Centre was established
to co-ordinate economic activities so as to utilize the
resources ol lhe region to the {ullest possibie extent. In
addition to stimulating loeal industiy indirectly, by
limiting imports, the Middle East Supply Centre gave
direct help in the form of technical adviee and assistance
in procwring spare parts and raw materials. On the
whole, the war-time expansion in production was ac-
complished by utilizing existing plants more inten-
sively, since war-time shortages of produetion and ship-
ping greatly restricted the importation of new equip-
ment.

The immediate post-war years were a prosperous
peried for industry in the Middle East. Although some
of the smaller industiies and new industries, which
could flourish only in exceptional war-time circum-
stances, were wiped ouf by foreign competition, im-
poits of foreign goods were limited at first, and pent-up
demand was sufficiently high to enable most industries
to maintain their outpul. Moreover, in some capacity
was expanded, production was increased and several
new industries were established.

It is extremely difficult to estimate accurately the in-
crease in industrial output in the Middle Last compared
with the pre-war level. Over-zll indices of industiial

* The following figures show the proportion of domestic de-
mand that was met in 1939 by the most developed branches of
Beyptian industry (in percentage of local demand) : cotton eloth
40, caustic seda 50, vegetable oils 60, beer 65, matches 80, furni-
ture 90, soap 90, cement 90, boots und shoes 90, lamp glass 99,
cereal milling 99, commen salt 100, cigarettes 100, aleokel 100
gnd sugar 100 {United Kingdom, Depurtment of Oversess Trade,
Egypt: Review of Commercial Conditions (London, 1945).

* At the beginning of 1945, the number of civilians cmployed
by United Kingdom forces in Egypt, Iran, Iraq, Lebanon, Pal-
estine and Syzria totalled over 300,000, including 90,000 skilled
and 20,000 semi-skilled workera,

production have not been officially computed, and avail-
able estimates of national income are not comparable
not sufliciently detailed. Production by craftsmen,
which in some industries accounts for a considerable
proportion of total output, cannot be accurately com-
puted. All available data, however, point towards a
maiked development of industry as compared with pre-
war; it should, however, be remembered that this ad-
vance took place from very low levels. The only coun-
try for which an official production index exists is
Turkey. This index, which covers both mining and man-
ufacturing, reached 152 in 1947, 156 in 1948, 177 in
1949, 179 in 1950 and 185 in 1951 (1938=100).°
While a similar index has not been published for Israel,
the index of man-days worked in the various industries
reached 166 in 1949 and 187 in both 1950 and 1951
(1939=:100).% A partial index of industrial production
in Egypt showed a rise to 147 in 1946 and 151 in 1947
(1938==100) .5

In the region as a whole, all the leading industries
registered an appreciable increase in ontput, as shown
in table 15, As regards the smaller industries, many of
those existing in 1939 expanded several-fold during the
war years; several new ones were created, such as
diamond cutting and polishing, the dehydration of vege-
tables and some chemical and mechanical industries.

Table 15. Indices of Expansion in Leading
Industries in Major Producing Countries,
1946, 1948 and 1951

(1938 =100}

Industry and counlry 19496 1048 1954
Crade steel {Egypt, Tutkey)». 210 270 450
Bleetticity. ...+ ... ..o 200 250 360
Glass (Eoypt, Syria, Turkey}. . 300 e 250
Cement. R 1. 10 150 240
Paper (Egypt, Turkey) ... . . 150 . 220
Matches cev e 160 . 200
Cigarettes. . .. .. . . 150 160 100
Refined sugar. . . ... ... ... 100 129 178
Coal {Turkey)} o . 150 155 180
Cotton yarn...... ... .. ... .. 150 180 170

Source: Tstimated by United Nations Bepartment of Eco-
nomic Affaizs. Estimules include all major producers, except as
specified,

#1940 = 100,

The revival of foreign competition since 1945 has wiped
aut some of these and reduced the output ol others, but
their level remains above that of the pre-war period.
To a certain extent, this increase in the region’s indus-
trial output is reflected in its foreign trade. Thus, im-
porls of textiles have shown a general tendency to de-

* Ministry of Commerce, Konjonltur (Avkara), April-June
952

* Statistical Office of the United Nations, Monthly Bulletin of
Statistics.
® [smeil Rafaat in Revue économique et financiére, special

number {Cairo, 1949}.
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crease, as compared with pre-war years, while imports
of machinery have risen censiderably.®

During the two years under review, industry has
maintained its upward trend. Output in 1951 was
greater than during previous years and available figures
for 1952 indjcate a {urther rise. Generally speaking,
this expansion may be attributed to the increase in
purchasing power created by larger erops and higher
export prices; in Israel the widening of the market
caused by large-scale immigration las strongly stimu-
lated industrial growth. Industiial investment is at a
high rate in Istael and Turkey, both of which have bene-
fited from considerable foreign financial assistance, but
in other countries it would seem to have declined from
the level attained during the immediate post-war years.

On the whole, mining has expanded more rapidly
than manufacturing: a considerable rise took place in
the output of chromium and copper in Tuikey, and
manganese and phosphates in Egypt: there was also a
small rise in the extraction of iron, lignite and coal
in Turkey. The rapid increase in the production of
electricily was maintained, and industrial consumplion
is secounting {or a rising propottion of the total, The
demand for cement has continued Lo be keen. owing to
the high level of building and construction, and output
rose in all producing countries in 1951 and in maost

countries continued to increase during 1952 as well.

The two main industries of the region, textiles and
food processing, showed a slower rate of progress. Out-
put of cotlon yarn in 1951 was slightly below the
amount produced in 1950 and 1949, but output of
cotton fabrics was higher. Production of other textiles
expanded more rapidly, especially that of rayon fah-
rics; rayon yarn and staple are now being produced on
a large scale in Egypt. As regards food processing, con-
ditions vaiied from branch to branch. Output of refined
sugar has increased but industries producing ceitain
other food products, particularly beverages, which ex-
panded very rapidly during the war years, are still
struggling to readjust themselves to the decline in de-
mand. The tobaceo induslry has continued to grow
steadily,

The metallurgical industry is developing relatively
rapidly; at present, both Egypt and Israel. as well as
Turkey, produee small quantities of steel. The chemical
industry is also advancing, especially in Egypt and
Israel; new products, such as nitrate fertilizers, are now
Leing manufactured, while the output of some estab-
lished industries has appieciably increased. In engincer-
ing, the most noteworthy developments have been the
establishment of molor-car assembly plants in Israel
and Egypt.

Structure and Place of Industry in the Economies of Different Countries

In spite of the expansion 1egistered during the past
fifteen years, industry occupies a minor place in the
cconomy ol even the most advanced countiies of tlie
region, exeept for some of the Persian Gulf countries in
which petroleum is an important factor. In Egypt and
Turkey, for example, which are the region’s lending
industrial producers, fewer than 10 per cent of the
working populalion are in industiy and only 10 to 15
per cent of the national income is contributed by in-
dustiy. These figures include craftsmen working at
home and self-emploved, who account for an appre-
ciable pait of the tolal. Only in Isiacl does industry
play a more important part in the national economy.

Many industries have remained close to the handi-
craft slage and have continued to use methods which are
obsolete in more developed countiies, The traditional
crafts still account for a sizable part of total oulput;
they eompletely dominale certain fields, such as rua-
making, and play an important part in pottery-making,
weaving, shoe-making, leather work and some other in-

¢ For detniled infarmation on the varieus industries, sco appen-
dix A, “Servey of Major Industries”, which deals with mining
and quarrying, clectric power, textiles, processing of food, hev-
crages and tobaeco, chemical, metalluzgical and otlier ndustries:
for figures on imports of various commoditivs see table 48 on
quantity and relative value of major imports of certain countijcs,

dustiies. In certain cases a partial adaptation of the
cratt to modern conditions has taken place through use
of power-driven machinery to suppiement hand work.
In consequence, industry in the Middle East presents a
wide variety of methods, ranging from airchaic crafts
to the use of modern equipment. But, with few excep-
tions, even the more modern enterprises are not capital-
ized to an extent at all comparable with similar indus-
tries in weslern countries, and with the Middle East oil
industry.

The advance in industrial output has not been equal
in the dilterent paits of the region. In general, it has
heen proportionate Lo the amount of cquipment aheady
in the country at the outbreak of the war. Morcover,
there are wide gaps in the industiial structure of even
the most advanced eountiies: in all of these light con-
sumer goods account for the bulk of industrial produc-
tion. Wide differences exist, theiefore, amonyg the vari-
ous countties of the region as 1egards the structure and
place of industry in the economy. The following para-
graphs oulline the place and structre of industry in
the three leading countries, Turkey, Egypt and Isracl.
and three less industrialized countries, Iran. Lebanon
and Syria. Mention is also made of the principal indus-
tries in Afghanistan, Iraq and Jordan.
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TURKEY

Turkey has the most diversified industry of any coun-
try in the Middle East, and is the only one with fairly
important heavy industry. Industrialization has pro-
ceeded as part of a national policy designed to make
the country less dependent on foreign capital and more
self-sullicient with respect to manufactured goods; the
policy involves government direction, by means of gov-
ernment-owned o1ganizations, within the framework of
successive development plans. The first of these was
carried out between 1934 and 1939; the second, drawn
up in 1938, was delayed by war-time conditions. A third
plan was drawn up in 1945, and a development plan for
the period 1948 to 1955 was put into effect in 1948;
both were greatly modified in the course of execution.

The earxying out of these plans was entrusted to the
Siimer Bank and the Eti Bank ; these banks are responsi-
ble {or the promotion of manufacturing and of mining,
respectively. The required capital has been provided
from budget revenues, external loans, advances from

government institutions, and from reinvested prefis.

At the beginning of its operation, Siimer Bank took
over factories valued at £1 10.7 million. Between 1933
and 1949, inclusive, it retained £T 45.6 million out of
its earnings to finance expansion and received £T 469
million from the budget, Moreover, the proceeds of a
loan from the Union of Soviet Socialist Republics,
amounting to £T 6.3 million, were turned over to it
At the end of 1949, the paid-in capital of the bank was
£T 109.5 million, reserves £T 139.2 million, deprecia-
tion aceounts amounted to £T 84.2 million, bills dis-
counted by the bank at the Central Bank £T 107.1 mil-
Jion and government deposits and other liabilities
£T 528 million, giving a total of £T 492.8 million of
liabilities.”

As shown in table 16, during the war and immediate
post-war vears, Siimer Bank pursued a policy of finane-
ing development in relatively unprofitable industries,
such as cement, cellulose, and iron and steel, from the
profits made by other industries, notably textiles, and
hy the stores selling domestic products.

Table 16. Turkey: Investments and Profits of Siimer Bank Enterprises, 1940, 1943 and 1945

{Thousands of Turkish pounds)

Spinning Iron and Leather and Sules
Year and item and sleel Cellulose Ffonhwear establizh- Cement Tolal
lextile mills plants mills SJactorics menisa Jaciories
1940:
Capital invested 37,248 35,424 4,492 3,500 300 80,964
Profit . . . o . 8,404 9 401 594 400 o 4.808
Profit rate (per cent) . . . 9.1 — 39 17.0 133.3 e 59
1943:
Capital invested 37,000 36,000 6,500 3,500 3,000 7,000 93,000
Profit, . L 16,172 2.030 1,004 400 9,936 . 23,542
Profit rate {per cent) . 275 5.6 15.5 11.4 331.2 o 25.3
1945:
Capital invested 37,000 42,000 20,000 5,000 5,060 8,000 117,000
“Profit. . ... . . 17,378 1,375 495 334 20,853 143 40,578
Profit rate {per cent} . 47.0 3.3 2.5 6.7 4171 18 347

Source: United States Department of State, Handbeok of
Economic Statistics, No. 4357, 12 February 1948, page 63.

Between 1935, when the Eti Bank was {ounded, and
the end of 1949, it took over mines, [ormerly privately
owned, valued at £T 91 million. Financially less suc-
cessful than the Siimer Bank, it was able to retain dur-
ing this period only £T 13.8 million out of its earnings
and hence received proportionately more aid from the
budget, & total of £T 45.8 million. At the end of 1949,
its paid-in capital amounted to £T 68.7 million. re-
serves LT 41.4 million, depreciation accounts £T 55.7
million, discounts at the Central Bank £T 69.6 million
and deposits and other current liabilities £T 76.2 mil-
lion, a total of £T 311.6 million of liabilities. In recent

T International Bank for Reconstruction and Development,

Economy of Turkey, an Analysis and Recommendations for a
Development Program {Washington, D.C, 1951), page 154.

¢ Handling domestic produets.

years, much of the foreign aid received under the Luro-
pean Recovery Program and other measures has been
used for expansion of the Eti Bank®

During the past three or four years, foreign private
capital has not participated directly in any new enter-
prises except to a limited extent, and most of the for-

. eign holdings in mining have been bought up. Turkish

private capital has shown little interest in local indus-
try, and the relative importance of the government-
owned sector of industry has rapidly increased. In 1946
the percentage of total production in different Turkish
industries then under government control was: cotton
textiles 60, woollen textiles 40, leather 30, lignite 70,

® Ibid., page 155,
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Table 17. Turkey: Employment and Qutput in
Industry and Agriculture, 1950

Ttem Industryn  Agriculttre
Persons employed (thousands). . . .. G674 5,724
As percentage ol employed popula-
tionh . . 8 64

As pereentage of income-earning popu-
lation . o : 9 76

Net output {millions of Tutkish pounds) 4,520
As percentage of national income 1 55
Average annual income per capita {Tusk-

ish pounds). . . 1,678 863

Source: Occupational tables in 1945 Turkish census of popu-
letion; Central Statistical Office, National Income of Turlcey
{Ankara}, March 1952,

® Ineluding mining and construetion.

" Including students and a few others not earning income.

chromium 35, cement 25, caustic soda 100, sugar 100,
cigarettes 100, paper 100, rayon 100, copper 100, coal
100, iron and steel 100, and superphosphates 100.° Fol-
lowing the 1950 elections, however, the Government an-
nounced its intention of encouraging private industry
and has taken steps to turn over certain enterprises to
private ownership.

Table 17 shows the place which industry, including
manufacturing, mining and construction, oceupies in
the Turkish economy, compared with agriculture. It
may be noted that industry accounts for 8 per cent of
the working population, against 64 per cenl in agri-

culture, and contributes 14 per cent of the naliona} in-
come, against 55 per cent. Income per capita in indus-
try is about twice as high as in agriculture.

The 1950 industrial census provided data on the
structure of industry. Of the 98,828 establishments
listed (table 18), 2,202 had an installed capacity of over
10 horsepower; of the latter, 696 were in food indus
tries, 364 in textiles, 198 in chemicals and 194 in lumber
and wood products. Of the 354,000 paid employces cov-
ered by the census, 57.600 were in state-owned planis,
71,000 in large privately owned establishments’ and
125,800 in small establishments; owners of small estab-
lishments, together with members of their families,
numbered a further 99,600. State-owned enterprises ac-
counted for 28 per cent of the value added by all in-
dustry, large factories for 44 per cent and small [ac-
tories for 28 per cent. The proportions conhiibuted by
the three groups varied considerably as between differ-
ent branches. Thus, stale enterprises accounted for 82
per cent of primaiy metal products, 53 per cent of
beverages, 51 per cent of machinery and appliances and
50 per cent of textiles. Large private firms accounted for
86 per cent of rubber products, 83 per cent of furniture,
74 per cent of stone, glass and clay products, 70 per cent

* France, Ministry of Economic Affairs, L' Industrialisation des
pays du Moyen-Orient (Paris); Furkey: Central Statistical
Office, Istatistil Yilligi (Ankara) ; Ministry of Commerce, Kon-
jonktur (Ankara); United Kingdom Board of Trade, Overseas
Economic Surveys: Turkey (London, September 1947}

' Defined as these with a eapacity of over 10 horsepower.

Table 18. Turkey: Employment, Value of Equipment and Production in Major Industries,” 1950

Number of Persons Equipment Gross Total annual Falue
Product or indusiry establishments employed ricfue production waiued  payroll acdeded
(millions of Turkish pounds}

Textile mill products 3,364 58,706 2493 539.1 676 188.1
Chemical products. . 1,028 17,574 127.0 144.5 26.6 51.7
Primary metal products 638 6,818 91.8 57.1 12.6 250
Food products , . 15,756 48,063 77 T60.8 382 188.6
Pulp and paper products. 25 1,821 68.1 28.0 6.0 9.8
Stone, clay, glass products 1,635 11,586 40.6 53.7 10.9 34.0
Tobacce produets . a8 25,894 327 2462 19.5 146 9
Fabricated metal products 12,385 29,174 34.7 6.7 16.1 357
Machinery and appliances 2,634 6,936 247 25.4 29 18.3
Apparel ‘ . 32,056 59,549 220 124.8 13.0 66.5
Printing and allied preducts ‘ 703 3,504 7.0 205 4.3 122
Beverages .. . . . 457 3,036 169 19.4 33 4.6
Lumber and wood products 5,824 14,160 130 52.7 5.7 28.3
Rubber products : 267 4,851 8.8 311 53 16.5
Leather produets . 4,215 7,766 7.5 33.8 2.4 8.2
Furniture . 1,108 3,823 6.3 0.1 2.5 12.5
Transport equipment 2,492 6,435 6.5 13.9 1.7 106
Misccﬁuneﬂus 1,387 2,888 5.4 10.4 1.1 58
Torar 81,062 312,144 8510 2.264.2 239.7 863.3

Industries in localities with population of 301 10
2000¢ o L 17,766 41,850 50.3 54.4 g.1 358
Granp 1orar 98,828 353,994 916.3 2,318.6 2488 899.1

Source: Central Statistica] Office, 1950 Census of Business and
Manufacturing (Ankara, March 1952),

Exeluding ges and electricity; mining; construction; repair
schivities of local administrations; cottape industries; installe-
tions of Ministry of Defence; also industries in localities with

population tetalling 300 persons or less

* Including indirect taxes, except on sales of products of state
manopolies.

© Obtained by sampling
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of tobaceo produets, 57 per cent of printing, 52 per cent
of chemicals and 51 per cent of food products, while
small firms accounted for 98 per cent of transport
equipment, 91 per cent of apparel, 89 per cent of leather
products and 80 per cent of lumber and wood products.

The population census of 1945 gave the number of
persons employed in construction and building as
62,000 ; in mining and quarrying, 34,000 in supplying
electricity, gas and water, 4,000. None of these groups
was covered by the 1950 industiial census. The differ-
ence between the total number of industrial workers
listed in the 1945 census and the 1950 one, 674,000 and
354,000 respectively, in so far as it is not due to the
above-menlioned omissions, is to be accounted for by
the large number of craltsmen and collage workers,
neither of which groups was covered by the 1950 census.
Thus, the 1945 census put the number employed in the
textile industry as 104,000; in clothing, 52,0005 in shoe
manufacturing and repaiz, 70,000; in hides, leather and
fur, 19,000; and in wood, rush and cane products,
69,000, In each of these branches the above-mentioned
groups probably accounted for one-half, o1 more, of the
total number employed.

The relative importance of different branches of in-
dustry is shown in table 18, in which industries are
listed according to the value of the capital invested in
each. In terms of employment, the making of apparel
heads the list, {ollowed by textiies and food products
while, if the value of the net product is taken as a cri-
terion, feed processing, the textile industry and the
tobaceo industry are seen to be the leading industries,
accounting {or nearly 60 per cent of the total. In re-
cent years, mining has developed more rapidly than
manufacturing; in manufacturing, expansion has been
greatest in textiles, paper and cellulese products, and
iron and steel.

Ecvyer

During the past thirty years, Egypt has sought to
promote its industry in order to ahsorh part of the in-
crease in population, which provides man-power in ex-
cess of the requirements for agriculture, and in order to
provide a supplementary source of national income.

The older industries, such as petroleum extraction,
sugar efining, cotton spinning and weaving, have ex-
panded considerably, and a wide 1ange of new indus.
tries has been established, principally in the fields of
textiles, chemicals and food processing. The develop-
ment of these has been carvied out by privale enlerprise,
with some government aid; the only noteworthy gov-
ernment-owned establishments are the railway work-
shops and an oil refinery. A leading part in this process
of expansion was played by the group of industries
established by Bank Misr, founded in 1920, which has
set up cotton textile industries, woollen textile, rayon,
shipping, aviation, printing and other industrics.

The place which industry—including manulacturing,
mining and building—occupies in Egypt is shown in
table 19, which compares industry with agriculture, the
main sector of the countiy’s economy. In 1951 indus-
try absorbed 6 per eent of the employed population,
as against 53 per cent in agriculture, and accounted fo1
10 per cent of the national income, against 42 per cent
in agriculture. Average per capila income in industry
was twice as high as in agriculture.

Table 19. Egypt: Employment and Output in
Industry and Agrieulture, 1951

Hem Tndastrys Agriculiure
Persons employed (thousands}® .. 835 7,595
As percentage of employed popula-
tlome. ... 6 53
Net output (miflions of Egyptian pounds) 82 349
As pereentage of national ineome . 10 42

Average annual income per capita (Fgyp-
tian pounds) . .

98 46

Source: Census of Population (Caire, 1947) 5 Statistical Office
of the United Nations

* fneluding mining and coastruction,

U 'igares refer to 1947,

¢ Ineluding students and a few others not earniag income

Because of the difference in the coverage of the Lgyp-
tian industiial censuses taken in 1937, 1945 and 1948,
it is difficult to determine the exact extent of the growth
of industry. The 1937 census listed 92,000 establish-
raents with 274,000 employees; in the 1945 census, the
figures were 129,000 and 458,000, respeclively, and in

Table 20. Egypt: Distribution of Industrial Establishments by
Average Number of Employees, 1944 and 1947

Number of Tofat number
Average number estublishments employed
of employees PR o
1947 1944 1547
Under 10.. . 18,874 23,362 79,000
10 10 49. . 778 2,798 58,000
50 10 499, 523 519 77,000
500 and over . . . 45 63 102,000
Torar 22,220 26,742 316,000 367,000

Souwrce: Netionai Bank of Egypt, Eeonomic Bulletin (Cairo), Qctober 1948 Gamal i Din Seid, Iqtisadiat Misr

(Cairo, 19513,
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the 1948 census 134,000 and 578,000, respectively. The
capital of industrial companies rose from ££16.3 mil-
lion in 1938 to £E28.5 million in 1945 and £E56.8
million in 1950.1* An unofficial index of industrial pro-
duction’® showed an increase of 26.7 per cent between
1944 and 1947, and there has been a substantial further
rise since that date,

The 1945 census did not include 107,000 shops en-
gaged in maintenance and repair work, and the 1948
census similarly excluded 106,000. The approximate
structure of employment in the establishments engaged
in production is shown in table 20. The predominance
of very large and very small units, and the relative lack
of medium-size enterprises, is noticeable.

Table 21 shows the relative importance of the main
branches of Egyptian industry, listed according to the
value of capital invested in them in 1947. The very
low position of mining is partly due to the fact that
the capital of foreign companies which extract petro-
leum has not been included in the total, In terms of
employment, textiles and food processing industries
were by far the most important branches, accounting
for over 60 per cent of the total. The same two indus-
tries also accounted for over half the total net output
of Egyptian industry. In recent years, progress has been
greatest in the textile, electrical, metal, engineering and
chemical industries.

Table 21. Egypt: Employment, Capital Invested and Production in Major Industries, 1947

Number Ouipnl
Product or industry o Persons Capilal —
eslablishmenty employed [noesled Gross Ne
{theusands of Egyplian pounds)

Food and beverages...... ... ... ..... 6,260 88,157 14,846 606,682 14,342
Textiles ... ......... .. ... 12,399 124.584 12,644 36,088 17,936
Cotton ginning and pressing. ... . ... 84 21,358 7,860 16,289 2,988
Chemical products. . ... .. . ....... 310 16,646 7,059 11,068 2,549
Metal produets. . ... .. ... ..., 1,512 17,895 5,698 4,865 2,148
Tobacco products. . ... .. ... ... ... 61 9,822 4,826 29,717 5,622
Water, electricity, gas . e 41 5,318 4,405 5,484 4,090
Other mineral produets. . ... ... ..., 963 15,636 3,364 4,137 1,830
Paper and printing . . . .. . 543 11,321 2,106 4,077 1,912
Petroleum products . e 2 3,611 1,763 3,830 1,045
Clothing and shoes. . . ... ... ... 1,998 8,746 1,405 3,162 1,143
Leathier and rubber products. . ... .. . 415 4,673 1,083 2,938 803
Mining and quarrying. .. ... ...... .. 31 6,362 9]8a 4,656 4,418
Machinery and transport equipment. ... 55 2,541 713 418 273
Wood and cork preducts .. ... 1,713 8,638 693 2,035 973
Miscellaneous . . e 355 2,087 585 2,054 396

Torar 26,742 347,397 69,908~ 197,500 62,478

Source: Annuagire statistique de poche, 1949.50
{Ceiro, 1931} ; Gamal el Din Said, Iqgtisadiat Misr.

IsrazL

Israel is the most industrialized country in the re-
gion, the only one in which the contribution of indus.
try to the national income is greater than that of agri-
culture. In 1950 industry accounted for 23 per cent of
the employed population, against 21 per cent in agri-
culture and 6 per cent in construction, and contributed
24 per cent of the national income, against 10 per cent
and 12 per cent respectively. Per capita income in
industry was more than double that in agriculture
(table 22) but only a little over half as high as in
construction.

The country is not rich in natural resources, but the
Dead Sea contains very large deposits of potash, bro-
mides and magnesium chloride, while small quantities

“*National Bank of Egypt, Economic Bulletin (Cairo), No. L,

October 1948, and No. 4, 1951.
** Computed by 8. Toulan in an unpublished thesis.

* Exeluding petroleum extraction.

Table 22. Israel: Employment and Income in
Manufacturing, Construction and Agriculture, 1950

Building

Ttem Indusiry and _ Agriculture
construclion

Number employed .. .. ... 107,000 27,000 97,000
As percentage of em-

ployed population. . . 23 6 21
Net income {millions of

Israeli pounds) . .. . ... 82 40 32
Aspereentage of national

income .. ... ....... 24 12 16
Average annual income per

capita (Israeli pounds). 768 1,482 330

Source: A. L. Gaathon, The Israeli Econemy in 1950, Special
Study No. 1 (Central Statistical Ofice, Jerusalem) (in Hebrow).

of other minerals have been recently discovered in the
Negeh. In the nineteen twenties and thirties, the main
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impetus to industrial growth came from the influx of
skilled immigrants, many of whom brought capital with
them. More recently, the large increase in population
has provided a iapidly expanding domestic market,
while investment in industry from both public and
private sources has risen considerably, amounting to
£1 57.7 million between 1949 and 1951 inclusive. Dur-
ing that period, the number of industrial enterpiises
rose from 5,400 to 8,200, employment from 30,000 to
119,000, gross output from £1133 million to £1274 mil-
lion and net output from £156 million to £1124 million.
Over nine-tenths of industrial enterprises, employing
80 per cent of all workers in industry, are privately
owned,*® the balance being operated by producers’ co-
operatives affiliated with the General Federation of

Labour.

Table 23 shows the relative importance, in terms of

net output, of the main branches of industry in Israel
Metals and machinery head the list, followed by food
processing and building matesials, Between them, these
three industiies account for 45 per cent of the total.
The relatively minor part played by the textile industry
presents a conirast lo its position in other Middle
Lastern countiies. Since the establishment of the State,
expansion has been giealest in metals and machinery,
building materials and food processing. The diamond
industry, formerly one of the leading branches, has
decreased in relative impoilance, as has also the chem-
ical industry, owing to the stopping of potash extrac-
tion {rom the Dead Sea, However, further progress is
taking place in most branches of industiy and new
enterpiises have been started, such as the assembling
of motor cars and radies, and the manfuacture of elec-
tric bulbs and refrigerators.

Table 23. Israel: Gross and Net Qutput and Installed
Power in Major Industries, 1950 and 1951

Instailed

Producl or indusiry electric molors,
1950751

(horsepoiver)y

Gross ouipul Net oudpul

1950 19541 1850 1954
(mitlions of fsraell pounds)

Metals, machinery and electrical eqmp
ment.. .. . ... B 34,948

Yood processing. 36,771
Building materials . A, 23,684
Clothing .. 4218
Leather pmducts and shoes K

Wood working . 17,946
Textiles . ‘ o 11,987
Paper and pnntmg e 4,276
Chemicals . ‘ o 34,065
Produstion of e[ectrmxty - _
Diamond cuttmg and pollshmg : 1,098
Glass. . ‘ 9870
Miscellansous :

Torar 171,858=

313 46.0 16.2 954
540 63.8 11.9 15.9
135 30.4 8.5 15.6
18.0 23.0 7.9 115
{ 5.2 150 2.0 66
176 23.0 99 115
20.0 19.9 76 9.0
6.4 12.9 3.9 8.2
8.4 146 3.0 5.3
5.7 74 3.3 4.4
4.0 5.0 0.8 14
1.2 29 1.3 1.5
80 110 6.3 8.1
1933 2142 819 1244

Source: Estimates of gross and net output obtained from Dr. A. L. Gaathen, Office of the Prime Minister, Gov-

ernment of Israel, Tel Aviv.
" Excludes electric siations,

Iraw

Iranian industry may be divided into three sectors:
the petrolenm industry, other government-owned indus-
tries and private industries.

Until 1951, when nationalized, oil extraction and re-
fining, by far the most important industry in Iran, was
carried on entirely by a concessionary company, the
Anglo-Iranian Oil Company. Other government enter-
prises accounted for about one-third of the employment
and installed power in the remaining sectors, excluding
handictafts; these enterprises produced all the coun-
try’s output of sugar, tobacco and cement, and a con-
siderable part of its minerals, textiles and chemicals.

% Jewish Apency for Pualestine, Israel Lconomic Horizens
(New York), November 1951,

Most of the factories were set up in the nineteen thirties,
as part of government policy in industrializing the
country’s economy. Private enterprise played a leading
part in textiles, milling, chemicals, and public utilities,
and some branches, such as rug-weaving, ate still in the
handicraft stage.

If oil extraction is excluded, industry still occupies a
minor place in the economy of Iran. The total number
of persons employed in modern enterprises in 1950 was
about 120,000; this figuve included 52,000 directly en-
gaged in oil extraction and Ieﬁmng. and over 15,000
employed by contractors engaged in construction ac-
tivities on behalf of the oil company; about 20,000 in
government factories; about 30,000 in private indus-
try; and 5,000 in mining. In addition, 130,000 persons
were employed in carpet making and 20,000 in hand
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Table 24. Iran: Number of Factories, Employment, Capital Invested and
Inetalled Power in Industries, 1950

Number of Nunther Capital Tnstalled
Product or industry Jfaclories o (millions Jawer
or branches employces of rials) (harsepower)
State-owned enterprises:
Textiles . e 5 7.928 718 9,470
Sugar refining. .. ... ... ... 9 4,912 609 7,194
Tobacco preduets . . 1 1,342 509 3,460
Chemicals 9 1,700 163 3,135
Cement. . . .. 1 1,180 110 3,460
Sawmills. . . 1 241 60 82
Canning. . ... .. .. 1 159 32 280
Tea packing . ... .. 9 83 19 235
Total, state-owneds 36 17,545 2,220 27,316
Privately owned enterprises:
Cotton textiles....... .. ... . . .. 24, 12,755 442 10,094
Woollen textiles. .. ... . ... . . . . ... 8 5,523 216 9,685
Soap and vegetable oils . . e 9 427 103 593
Cotton ginning . ... ... . .. .. .. . 30 728 92 2,404
Alcoholic beverages ... . ... . 2 600 75 134
Rice polishing. . ... ......... . ... ... 1B 287 72 980
Leather products. . ... . ... . .., 7 480 62 526
Electricity . e e 620 60 18,500
Hostery. ... . ...... .. .... . . . . 23 644 35 400
Flow milling P 1 : 178 28 1,513
Glass. . .. .. . e e 5 288 23 574
Matehes. . . . 4,474 21 125
Wool carding. e 5 706 4 152
Miseellaneous .. .. . .. ... 5 184 6 900
Total, privately owned . 203v 27,264 1,269 46,582
Total, state and private. 2308 v 44,809 3,489 73,808
Total, including corzections
for omissionse 53,770 4,360 88,675
Anglo-Tranian Oil Company 51,702 155,000
Caspian fisheries . . 1 2,484 1,155
Mines ‘ e 4,5004 .
GRAND TOTAE 112,456 244,831

Source: Ministry of Labour, Stetistics of Production
of Major Industries, 1328 (1949/50}) (Tehran).

" Excludes ammunition {actories.

¥ Excludes electrie generating stations.

loom weaving.” Since that date, employment has
sharply declined in the oil industry but has risen
slightly in other sectors of industry.

Table 24 lists, according to the amount of capital in-
vested, the main branches of government industiy and
privately owned industiies. Data on the latter are not
complete and some of the figures on particular indus-
tries seem to be only partial. Textiles are by far the
most imporlant branch, accounting for over 30 per cent
of total capital, [ollowed by sugar and tobaceo, which
between them account for a further 25 per cent.

** John Murray, “fran Teday™ (Febran, Qctober 1950), page
145,

** The total number of industrial workmen and eraftsmen in
1951 was estimated es 45,000 by Joseph Donato in “Lebonon and
its Labour Legislation”, International Labour Review, January
1952,

' Allert Y. Badre, “National Income of Lebanon™, Mono-
graph No. i, Beirut, 1951

° Correctiens amounted to 20 per cent of the number
of employees, 25 per cent of the capitel invested, and
20 per cent of the installed power,

* Approximate,

LEBANON

Relalive to its size, Lebanon is one of the most indus-
tiialized countries in the area; it is probable that nearly
50,000 persons are employed in that sector of the econ-
omy, excluding construction, more than one-tenth of the
total number of income earners. Of these 50,000, well
over hall are factory workers®

The net income arising from agriculture was esti-
mated at £L, 168.5 million in 1948 and £L 158.8 million
in 1949.1¢ Assuming the number of persons employed
in agricuiture to be about 250,000, per capita income

* Donate, ep. cit, puts the number of landowners at 99,000
and that of agricultural labourers at 160,000; Badre, op. cit,
quotes “the estimates of the Ministry of Agriculture that abeut
fifty per cent of the population depend on land”: C. Issawi and
.. Dabezies in “Population Movements and Population Pressure
in Jordan, Lebanon and Syria”, Milbank Memoriel Fund Quar-
terly (New York), October 1951, estimate the farming populn.
tion at 600,000 or 120,000 families
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in agriculture would be about £L 650. Net income aris-
ing from industry has been estimated at £L 60 million
to £L 70 million,*® giving a per capita income of
£1,1,300 to £L 1,400.

The structure of Lebanese industry is indicated by
the industrial census of 1950, which covered only
manufacturing, omitting mining and quarrying, fuel
and pewer (including petroleum refining), and con-
struetion, as well as handicrafis. A total of 1,144 enter-
prises were listed, with a combined capital of £L 147
million and a total of 21,854 employees, of whom 5,046
were women and 1,945 children. Of the firms lsted,

25 had a capital of £L 1,000,000 or over, 29 of £L 500,
000 to 1,000,000, and 45 of £L 250,000 to 500,000,
while at the other end of the scale 381 had a capital of
£1. 10,000 to 25,000 and 249 of £1. 5,000 to 10,000,

Table 25 shows the relative importance of the differ-
ent branches in 1950, listed according to the amount of
capital invested in each. Three main groups, building
materials, textiles, and food and beverages, accounted
for aver 60 per cent of the total capital invested and
for almost 60 per cent of employment. In recent years,
progiess has been most 1apid in the electzicity, cement
and textile industries.

Table 25. Lebanon: Employment and Capital Invested in Major Industries, 1950

Average Capital
Number Number number Ca n‘a! invesied fnvesimént
Produc! or industry 0 a [ millions of per employee
eslablishmenis employees employeas  Lebanese pounds)  (housands of
per firm Lehunese pouseds)
Mineral produetss. .. ... .. ... ... 97 2,607 27.8 354 13.1
Textiles ........ . ... B0 5,040 84.0 32.6 6.5
Food proccssmgh P (1} 5,334 13.3 248 4.6
Bevemg&s“ e e ae .. 122 1,290 10.6 10.7 8.3
Printing. . e e 100 855 8.6 86 10.1
Chem:cald e iuie ... BB 1,089 198 5.9 5.4
Furniture makmg . cee e 95 1,211 12.7 4.6 3.8
Leather and leather pmducts. S 60 731 12.2 4.5 6.2
Clothing and shoe-makmg L | 1,068 36.8 3.4 3l
Machinery®. . w26 588 22.6 3.2 5.5
Metallurpical....... .. .. .. . ....... 30 639 21.3 26 4.1
Tlectrien instrumentst. . ....... .. ... 4 214 53.6 1.6 7.3
Wood and cork pmdncts e 23 186 8.5 13 6.7
Bubhet products e 5 445 89.0 1.0 2.2
erpmducts e 8 90 11.3 0.5 52
ﬁ N 29 367 12.7 6.5 17.6
TO’IAI. 1,114 21,854 19.1 1470 6.7

Source: Republic of Lebanon, Bulletin Statistiqne
Trimestriel {Beirut}, October 1951,

¢ Including cement, cement products, bricks, glass,
pottery; excluding metal products.

" Including vegetable oils, confectionery, macaroni,

Synria

Handicrafts still play an important part in Syrian
industry, but during the past two decades a beginning
has been made in establishing modern factories. It is
estimated that, in the years 1945 to 1950 inclusive, over
£3 60 million was invested in industrial enterprises.
In 1950 textile industries were first in capitalization
and in number of workers, and provided an export sur-
plus of certain kinds of cotton and silk cloth. Food-
processing industries, next in importance, covered a
wide range, including sugar refining, fruit and vege-
table canning, and the preparation of olive il and other
vegetable oils, glucose, starch and confectionery. A
glass factory and cardboard factories are among the
recently established industries; cement plants and a

1 Donato, op. cit.
*® Bulletin Statistique Trimestriel {Beirut), October 1951,

¢ Beer, wine, arag.

¢ Sonp. matches, plasties, perfumes, etc.

° Foundries and spare parts, excluding electrical
machinery.

* Bulbs, radio sets, batteries.

tannery among the older ones, The relative importance
of the different branches is indicated by table 26, which
covers only joint stock companies and omits some fairly
large enterprises as well as the traditional handicrafts.
The figures tefer to 1950; since then there has been
very litile investment in industry. Total investment in
industry has been estimated at between £3 200 million
and £35 250 million.®

Information on the industrial labour force is scanty.
An estimate by trade union leaders put the number of
workers in 1949 at a little over 50,000, but this figure
“excluded smaller business establishments, areas un-
touched by organized labour and workers below ‘ad-
vanced levels’ of skill (apprentices, helpers, ete.)”.*

** Statement by the president of the Chamber of Industry of
Damasens in Le Commerce du Levant (Beirut), 1 Mareh 1552

*} United States Department of Labor, Laber Abraad {Wash-
ington, D.C.), March 1950,
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Table 26. Syria: Namber of Joint Stoek Industrial
Companies and Capital Invested, 1950

Capilal invested

Indusiry Number of firms {housands n‘f;

Syrian pounds)
Textiles.... .. . 5 30,000
Sugar refining. ... ... 1 12,000
Cement. . ........... 2 11,760
Glass.. . .. . 1 7,000
Food preserving .. 2 5,950
Tanning. . .. ...... . . . 1 5,000
Electric power . ... .. . . . 15 3,250
Torar 27 74,960

Source: Le Commerce du Levant (Beirut}, 26 May 1052,

1t also excluded some 15,000 construction workers. The
number of craftsmen was estimated at 120,000 in
1937, and has probably declined since that date.

AFGHANISTAN

The largest part of Afghanistan’s industrial produc-
tion is still contributed by craftsmen and home workers
engaged in such activities as making rugs, carving stone,
carpentry, weaving and spinning wool, silk and cotton,
making bricks and tiles and working in leather. The
more mechanized enterprises include cotton gins, wool
and cotton textile factories, a beet-sugar refinery and a
vegetable oil refinery, while an army workshop makes
small arms and other light equipment. Smaller factories
are engaged in the production of matches and of boots
and other leather goods. There are also some small coal
mines.

** Report of the Mandatory Government to the League of Na-
tions for 1937,

IraQ

Apart from the petroleum industry, only a few indus-
tries in Iraq have advanced beyond the handicraft stage.
Among these are cotton ginning, spinning and weaving;
rayon weaving; leather tanning and boot and shoe
manufacturing; beer brewing and the distilling of alco-
hol; produetion of cigarettes; manufacture of cement
and building materials; and the making of vegetable
oils and soap,

No comprehensive figures on investment or employ-
ment are available. A mission sent by the International
Bank for Reconstruction and Development reported
that “excluding the petreleum industry, modern indus-
trial plants employ only 2,000 people and account for
a total capital investment of only about ID 4 million and
an annual gross income of roughly 1D 3 million. The
very modern and important oil industry, on the other
hand, provides employment for about 12,000 people”.®®
These figures do not cover workshops and some of the
smaller {actories. The same source estimates total em-
ployment in all branches of industry at 46,000, of whom
11,000 were in textiles, 6,000 in building materials,
4,500 in food and beverages, 3,500 in tobacco and
2,700 in machinery and machinery repair.®

Jorpan

As table 27 shows, the few industries in Jordan are
still in the handicraft stage. Projects for new industries
include a cement plant, a petroleum refinery, a textile
plant, a tannery, an olive oil refinery and a soap fac-
tory. The development of Jordan’s phosphate deposits
is under way, and it is intended to resume extraction of
potash from the northern end of the Dead Sea.

*? Internationsl Bank for Reconstruction and Development,
The Economic Development of Iraq (Baltimore, 1952}, page 277.
** 1bid., page 149.

Table 27. Jordan: Employment, Average Number of Working Davs, Motive Power, Capital Invested,
Value of Raw Materials and Output of Principal Industries, 1950

Product or indusiry Establishments Nu[;j;[mr nﬁr‘;fffga? cof J}iﬂzﬁf Capilal ra lif?r{iﬁc;,":{r:fs Vg!uc
employees working days installed inoesled used grass palpui

{horsepower) (thonsands of dinars),

Milling 113 300 300 3,524 319 1,560 2,080
Food processing 3 36 254 350 70 33 a2

Beverages. . . . . . ‘ 6 25 190 16 6 6 13

Cigareltes 2 333 300 — 110 110 520

Building materials . .. . 25 255 258 699 31 13 83

Cardboard boxes. . . ... ... .. 1 91 300 4 4 . 4

Electricity e e 3 131 305 3,324 197 22 72

Torar 153 L1713 1,907 7,917 737 1,774 2,814

Source: Jovdan: Ministry of Finance and Economics, Al Nashre al Ihsaie ol Urduniyye (Jerusalem, 1950).



44

Chapter 2. Industry

Factors Affecting the Progress of Industry

During the war and post-war years, some obstacles
which delayed the progiess of industry in the Middle
East in the past have been overcome. But sevesal factors
retarding industiy are still operative, and most indus-
tries of the Middle East are not yet sulliciently advanced
to survive against foreign competition unaided.

NARROWNESS OI' MARKETS

Among the most impertant limiting factors is the
narrowness of the domestic market. In most of the
region, this is due Lo the low purchasing power of the
great majority of the inhabitants, which reduces their
demand for manufactured goods to a tew basic articles.
In addition, several of the countries have a very small
population, a factor which affects such States as Israel
and Lebanon. Royalties from petroleum, though sub-
stantial, make too slight an addition to the national in-
come to increase the demand for industrial goods sig-
nificantly.

A closely related faclor has been the preference of
the wealthier groups of the community for foreign
goods even where local substitutes were available. With
the marked improvement in quality of products that has
taken place over all the region, this factor is losing
much of its importance; a considerable part of local
purchasing power, however, is stiil Jost on this account
to the industry of the Middle East.

RAW MATERIALS

Industry suffers from a further handicap in the lim-
ited range of raw materials available in the region;
this, however, may be pmtly due to insullicient pros-
pecting and surveying. The absence of coal and iron
deposits continues o prevent the development of heavy
industry in most countries. Eflorts to overcome this lack
by utilizing imported coal and scrap iron, as Egypt and
Israel do at present, or by using lecaily produced iron
ore and electricity, as projected in Egypt, can have only
a lmited measure of success. Lven in Tuikey, whetre
the two basic materials are available, the considerable
distance separating them imposes a heavy strain on the
iren and steel industiy.

As regards other mineral resources, the position is
somewhat better. Cyprus, Lgypt, Israel, Sandi Arabia
and Turkey export several important minerals, such as
asbestos, chromium, copper., gold, manganese, phos-.
phates, potash, salt and silver. Since a fairly wide range
of other minerals is extracted for domestic use, theie
seems little doubt that the number of mincrals exploited
could he increased and that costs of production could
be reduced. However, most of the Middle East is still

3 Spe, for instance, the comments of the Egyptian Chambes of
Mines and Quarries in the Egyptian Industrial Federation's
Annuaire, 1950-31, pages 75 snd 703 also, International Bank for
Reconstenction and Development, Economy of Turkey, page 111,
and Oversens Consultants, Inc, Report on Seven Year Develop-
ment Plan of Iran {(New York, 1949), vol IV.

unsurveyed ; even in those countries which have carried
out surveys only a small fraction of the total area has
been covered. Among the dificulties faced by the min-
ing industry have been the nature of the official {ormali-
ties, the intricacy of administrative regulations, and the
shortness of the period for which exploration and ex-
ploitation permits are granted.”® Another difficulty has
been the high transport cost. Thus, in Turkey, “trans-
pottation of ores is expensive, both from the mine face
to shipping points and {rom the mining aveas to ports
or markets”.* In Egypl, costs of extracling chromium
in 1947 were £ 2 per ton, but transport by road to
the nearest centre, Suez, added a further £E 8, whereas
imported chromium cost only £E 4, c.i.f. Suez; simi-
larly high transport chai ges raised the delivery price of
sand to a glass factory well above that of imported
sand of comparable o1 higher quality.*” It has been
estimated that the cost of transporting one ton of phos-
phate from the mine in Jordan to Beirut is £L 2,10.0;
this compares with an [.0.b. price of £L 4.10.0 obtain-
able for phosphate in Beirut, Stll another difficulty has
been the shortage of water in many areas, which has
prevented the working of any deposits discovered.

A wider range of basic agricultural raw materials is
available, although certain ones, such as rubber and
jute, and in some areas wood, are not found. Much of
the expansion achieved during the past two decades has
been due to increased use of locally produced materials.
Such local produce is not, however, always satisfactory.
For one thing, it is generally difficult to obtain a large
supply of uniform quality; this has handicapped indus-
tries processing local fruit and vegetables. Similarly,
except in Egypt and the Anglo-Egyptian Sudan, cotton
lacks uniformity of quality and of staple length be-
cause of impure seed and inadequate grading and
packing.®®

Then, too, local produce is often of too low a quality;
most of the wool and some of the grains provide exam-
ples of this. Again, because of slaughtering methods, a
large proportion of hides are spoiled. Lastly, local pro-
duce is often more expensive than imported varieties,
hecause of the high costs of agricultural production,
including land rents. as well as high tansport and
marketing costs. Examples can be drawn from all Mid-
dle Eastern countries. In every one the Government has
sought to protect some bianches of agriculture by pro-
hibiting the import of foreign produce Thus, in the
sugar industry of Iian, Tsrael and Tutkey, locally
grown beets are processed, and in Egypt. sugai-cane,
resulting in sugar prices {ar above the e i.f. cost of im-
ported raw sugar. An interesting, and paradoxical, case
in point is that of Egyptian cotton. Owing to prohibition

2% Internationel Bank for Reconstruction and Development,
op. cit, page 110

# Report of Lpyptian Government’s Committee on Industry
{Cairo, 1948} (in Arabic).

* Pyl Croig-Martin, “Cotten and the Middle East”, Middle
East fournal {Washington, I C, summer 1952)
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of importation of foreign colton, the Egyptian textile
industry—which produces mainly cheap cloth for mass
consumption-is forced to use Iigyptian cotton, which is
far superior in stiength and quality but is also much
more expensive than its foreign rivals.

The handicaps met by [ood-processing industries
using local agricultural raw materials are exemplified
in the case of the Egyptian dairy industiy: outpul of
milk is insullicient to meet all its needs; the milk is not
pure; and facilities for refrigerating and transporting
milk to the factories are inadequate.® In other Middle
Last countries the dairy industiy faces the same prob-
lems, in an even more acute form.

A still greater handicap is imposed upon any industry
using as one of its raw materials the product of another
local industry, In 1947, for example, the Egyptian
chocolate industry paid for sugar 250 per cent of aver-
age prices abroad and [or milk 270 per cent.® A similm
burden is laid on most industries which use the products
of the chemical or metailurgical industiies in Lgypt,
Israel and Turkey. In mest cases, too, locally produced
glass boltles and containers used by Middle Eastern in-
dustrialists are more expensive than imported ones.

Where industries process imported materials, they
often have to pay more than foreign competitors, be-
cause of high costs of transport or customs duties. In
recent years, there has been a maiked tendency in cer.
tain countries, notably Egypt, 1o Tower or abolish duties
on imported raw materials, machinery and spare parts.
but in many other cases these duties remain high. More-
over, purchases of fereign 1aw materials by Middle
Eastern industrialists are necessarily on a small scale
and scarcely benelit from economies arising ont of bulk
buying.

Hence, though these deficiencies are net insuperable,
and although the possibilities of utilizing local produce
are {ar [rom exhausted,” the Middle East, compared
with other regions, is not specially favoured as 1egards
raw materials, except petroleum. This is reflected in the
high proportion of raw material costs to total cost of
production. In Egypt, {or example, raw materials ace
counted for 79.5 per cent ol tolal costs in 1944, and
75.9 per cent in 1947; the share of salaiies and wages
was only 12.6 and 13.0 per cent respectively.® In Tus-
key, the 1950 census showed that wages and salaries
constiluted only 10.6 per cent ol the gross value of pro-
duction. In the Iranian sugar industry in 1947/48,
tabour and supervision accounted for 13.7 per cent of
cosls, while the cost of heets amounted to 63.8 per cent
of the toial

* Report of Egyptian Government Commitice. 1943 {in
Argbic).

S0 Thid.

** Thus, to take one example, the possibility of using straw for
paper and other manufactures has net received safficient atten-
tion.

FUEL AND ENERGY

Another handicap is the relatively high cost of fuel.
Coal, whether produced tocally, as in Iran and Turkey,
or imported, is expensive. So is electrieity in most coun-
iries, as table 28 shows. On the other hand, petroleum
is velatively less expensive. In producing countries,
prices charged by the companies are usually low, but in
some cases high transport costs, or excise duties, or
both, greatly raise the price to the consumer. In non-
producing countries, prices charged by the companies
approximale those paid by importing countries in other
areas, such as western Europe, but here again internal
transport costs and excises raise the retail price.
Nevertheless, in all countries petioleum prices are
lower than those of coal. Tor comparahle uses, and, ex-
cept in Turkev, a marked shift from coal to oil has
taken place in Middle Fastern industry, as well as trans-
port. While in 1937 Egypt consumed 1,311,000 tons
of coal, by 1950 the figwre had dropped to 191,000
comparable figures tor Lebanan and Syrin were 143,000
tons in 1937 and 14,000 in 1949. On the other hand,
consumption of oil in Egypt rose [rom 490,000 tons in

** Censuses of production of 1944 and 1947 {Gamal cl Din
Said, lgtisadiat Misr (Cairo, 1951), pages 235 to 286}

** Comparable prices {or fuel oil are difficult to abizin, but in
recent years the price of bunker off at the wharfl in botl: Aden
and Port Said has been lower than in western Eurepean ports
such as Anlwerp, London er Rotterdam ( Petrolenm Press Ser-
vice {London)}.

Talile 28. Cost of Coal and Electricity in
Selected Conntries, 1950°

ot Eleeteicity for industrial nse
Lanntry ! Stales dolinrs (Uniled Stales cents
! per kilowatt-fiourys

Epypt 2 10to 1.0
{ran . 16 409
Fsrael 12 24« 284
Lebanon } 0. [2.3 to 5.9»
Syria . ! 149+ 14.1 10 6.9¢
Turkey. 13,429 AL
United States. 5.60 1.0m

* All prices converted at official rates of exchange. Fipures for
electrieity rates should he regarded as only indicative of the gen-
eral fevel prevailing in the Middle East; they naturally do not
take into acconnt differences in quality of serviee, avsilability
of supply and other important elements.

b*Coal and anthracite™, import price,

® Cairo, minimum end maximum.

“%Coal in lumps”, wholessle price in {ehran, converted at
rate of 50 rials per dollar.

*“Anthracite”, import price.

* Exeluding “fuel charge”.

“Coul”, hmport price, 1949, converted into dollars at rate of
£1, 3.50 10 the doliar.

" Betrut, minimum and masimum,

' Damaseus, minimum and maximum.

Y “Sea eoal, wushed™, whelesale price in 1stanbul

* Average, Istanbul

! Wholesale price per short ton,

" Average price to large Hght and pewer consumers
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1937 to 2.8 million in 1950 ; in Lebanon and Syria from
100,000 tons te 410,000.%

Industrial consumption of electricity, the bulk of
which is generated from petroleum, has increased sev-
eral-fold in the past few years. In Egypt, the amount
consumed by factories in Cairo and Alexandria which
do not generate their own electricity rose from 69.1
million kilowatt-hours in 1940 to 198.8 million in
194995 [n Iraq use of electricity in manufacturing rose
from 25.6 million kilowatt-hours in 1944 to 35.0 million
in 1949.5¢ In Istael, sales of electricity for industrial
purposes increased from 36.3 million kilowatt-hours in
1940 and 96.9 million in 1949, to 157.8 million in 1951.
In Lebanon, sales of electricity to industry rose from
30.3 million kilowatt-hours in 1946 to 39.8 million in
1950, and in Syria from 18 million kilowatt-hours in
1948 to 28 million in 1951; in both countries, the in-
crease in output by generating plants belonging to pri-
vate factories has been proportionately greater than
purchases of electricity from public utilities. In Turkey,
industrial consumption of electricity rose from 293.9
million kilowatt-hours in 1942 to 519.2 million in
1949 3

The completion of important hydroelectric and
thermic plants may be expected to reduce electricity
rates in the near future. Perhaps more important is the
anticipated reduction in cost of petroleum in several
countries, due to the projected construction of refineries
and agreements made with oil companies for the pur-
chase of specified quantities of crude oil at lower prices.
It may therefore be anticipated that fuel costs will de-
cline appreciably within the next few years in maost
Middle Eastern countries.

EFFICIENCY OF MANAGEMENT AND LABOUR

The material difficulties mentioned above are by no
means the only ones faced by Middle Eastern industry.
In spite of great progress achieved during the past
twenty or thirty years, standards of management and
workmanship ave still far below those of more devel-
oped regions.

A common characteristic in Middle Eastern industries
is high administrative costs. Comparison of certain lead-
ing Egyptian industries in 1947 with British industries
in 1935 showed that in the former administrators, tech-
nicians and clerks formed a higher proportion of total
personnel than in the latter. Extreme examples were
19.9 per cent against 6.3 per cent for textiles, 22.2 per

1% Statistical Office of the United Nations, Statisticel Papers,
Series 1, No. 3, Forld Energy Supplies Tor further details see
chapter 3, Petroleum,

8 P Egypte industrielle (Cairp), April 1951

3¢ Traq, Ministry of Economies, Statistical dbstract {Baghdad}.
L ” 'furkey, Central S:atistical Office, Istatistile Yilligi (An-

ara).

* Gamal ¢l Din Said, op. cit, page 265.

%% Oyerseas Consultanis, Inc, Report on Seven Year Develop-
ment Plan (New York, 1949}, vol. 1V, page 132,

cent against 11.7 per cent for sugar and 22.4 per cent
against 17.8 per cent for paper manufacture®® In
Iranian state enterprises “the number of employees at
Tehran and on the supexvisory and labour staffs at most
factories is not only much greater than would be needed
with modern equipment, but is grossly in excess of that
actually needed at the plants as presently equipped.
This not only results in high costs for salaries and
wages, but adversely affects the productivity and morale
of workers and makes efficient operation impossible™.™
Similarly, in Turkish state enterprises “heavy admin-
istrative charges add to costs of production and un-
necessarily raise the price of finished goods.”*® Among
the factors inflating administrative costs may be men-
tioned the excessive number of directorships; the over-
staffing of administrative and clerical posts; obsolete
methods of cost accounting used by the vast majority
of industrial enterprises; and the inadequacy of plant
management,

The shortage of trained managers and technicians
has, in all Middle Eastern countries, retarded develop-
ment; the former, although less acute than some ysars
ago, still constitutes a major obstacle. The lack of tech-
nicians has been alleviated, to a considerable extent, by
employing foreigners, who train nationals to succeed
them, or by sending nationals abread for training;
moreover, as already mentioned, war-thme employment
with the Allied armies gave many Middle Fastern tech-
nicians an opportunity to improve their skills. Never-
theless, the shortage of technicians still causes consid-
erable inconvenience. It is sometimes necessary, for
example, to bring in foreign engineers for major re-
paits. A similar difficulty arises from lack of repair
facilities and of adequate mechanical workshops, which
often compels industries to order spare parts from
abroad and fly them in by air.*"*

As stated previously, training opportunities were af-
forded to many thousands of indusirial employees in
army workshops of the Allies during the Second World
War. This training, together with the industrial expan-
sion of the past twenty years and the extension of edu-
cational facilities throughout the region, has undoubt-
edly helped to 1aise the technical level of workmen. In
turn, this raising of the level, plus improvement in in-
dustrial equipment, have raised productivity. Although
productivity per person employed is now considerably
greater in industry than in agriculture,** it still remains
low, except in a few plants equipped with up-to-date
machinery. Thus, a comparison of production figures
in the Egyptian industrial censuses of 1945 and 1948

40 International Bank for Reconstruction and Development,
Economy of Turkey, page 156,

** Aliernatively, some firms ere compeliled to install 2 complete
mechanical workshop capable of making ail spare purts required
by them; an example of this is the new rayon factory in Egypt
(I’Economiste égyptien {Alexandria), 10 September 1950).

42 Ihe figures given in the preceding section indicate thet per
capila income in industry is over twice as high as in agriculture.
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Table 29, Value of Net O

utput Per Person Employed in

Egypt, United Kingdom and United States
{Pounds sterling)
Branch of ind Bt United Kingd United Siat,
ranch of indusfry iﬂﬁ&? st aem}f&ng om m;;mL? wles
(in 4037 prices)
Chemicals .. 69 58 617 1,145
Textiles .. . 39 77 159 318
Clothing 61 121 168 356
Leather. .. 45 57 237 417
Quarrying ... . . . 28 84 238 588
Taper and paper produets. . 68 44 332 867
Tood processing. . - T 124 62 487 760
All industry 56 74 264 595

Source: Gamal el Din Said, Igtisadiat Misr (Caire,
1951}, page 275; figures for Egypt are taken from the
industrial census; those for the United Kingdom and
the United States {rom L. Rostas, “Industrial Produc-

with those of the United States and the United Kingdom
(table 29) shows that net output per person employed
in the United States was about eight times as high as in
Egypt and in the United Kingdom three and a hall
times as high. Egyptian industry, furthermore, is among
the most efficient in the region.’®

Lower productivity is the result of many causes, in-
cluding the poor health of the workers, and their in-
adequate nutrition ond housing. Illiteracy and lack of
technical training on the part of the majority of work-
men also reduce efliciency; in a few enterprises there is
provision for training in service, but not in most firms.
As a result, the percentage of waste and rejected goods
is much higher than in similar industries in more de-
veloped countries. Another important {actor is the high
turnover of lahour, due to the {act that, in many cases,
workers retain their connexions with their village and
enter industrial employment only in order to earn a
certain amount of money, or to have ofl-season work,
after which they return home. It has been stated that
only 5 per cent of Turkish coal mineis can be regarded
as industrial workers, the 1est being peasants or tran-
sients;** the average period spent at work in the Eregli
coal mines was 17 days per yvear in 1935 and 14 days
in 1936, In the Kaiabuk iron and steel works, the per-
centage of newcomers in one year was G8, in the Bursa
wool faclory 67, and in the Beykoz shoe {actory 31; in

*? Average net output per employee in Egyptian industry in
1947 was LE 215, or 3888 at the rate of exchange then prevailing,
while in Turkey, average net output per employee in 1950 {when
prices were somewhat higher) was £7 2,539 or $9006,

Y Turkiye thtisat Mecmuasi (Fstanbul), June 1949.

** Ozeleen All, “Turkiye sanayiinde iscilik mevesunun iktisadi
problemeri™ in [ktisac Fakultesi nesrivatindan {Istenbul, 1948).

‘¢ Gamal el Din Said, ep. cit, page 284.

*' For example, in the annual report of the Egyptinn Sugar
Company for 1947/48, it is stated that “mest of the machines are
very old and consequently in bad condition; in addition, they are
overworked and require continuous upkeep, which fnvolves much
expense”. In the Iranian textile industry “present plant and
equipment is genevally in very poor condition and urgently
needs rehabilitation” (Overseas Consultants, Inc., op. cit., page

tion, Productivity and Distribution in Britain, Ger
many and the United States”, Economic Journal (Lon-
don, April 1943).

the chromium mines of Guleman and Ergani the per-
centages were 100 and 247, respectively.’® In Egypt,
where absenteeism is on a smaller scale, labour turn-
over in some industries runs as high as 20 per cent.*®

Some enterprises have succeeded in drastically reduc-
ing absenteeism by offering their workmen better hous-
ing, with schools, canteens and similar improvemenis.
Among these are several government enterprises in
Turkey, the larger textile firms in Egypt and the petro-
leum companies in most of the region. As a result of
such measures, absenteeism in some Egyptian textile
firms has been reduced to 5 per cent or less.

More important as a cause of low productivity has
been the state of industrial equipment. Although most
Middle Eastern enterprises were established relatively
recently, many of them installed second-hand or ohso-
lete machinery, while during the war years even new
equipment deteriorated rapidly owing to intensive use,
inadequate maintenance and difficulties of repair.*” The
increase in productivity registered in Egypt between
1944 and 1947 (table 29) is to be explained largely by
the installation of new machinery.

Finally, even with the existing equipment, there
seems little doubt that betler results could be obtained.®
In particular there is evidence of overstaffing. In Egypt,
according Lo a statement by the colton textile industry,

134); in the cement industry “equipment in the Tehran mill is
in bad condition due to continuous hard service during and since
the war when suitable repeir parts were not available, and to
inadequate maintenance™ {(ibid, page 150). In the Isrueli cotton
industry, “one-third of the spindles are obsolete” (fsrael Eco-
nomic Bulletin, March 1952}, In Turkey, a mission sent by the
Internatjional Bank for Reconstruction and Development re-
ported that “machinery is generally not well maintained in Turk:
ish industry’’. The seme missien reported that state fpctories
often take better care of their equipment than private plants, but
even there “opportunity exists for general improvement in main-
tenance practices” {Econemy of Turkey, page 115).

** United Nutions, Labour Productivity of the Cotton Textile
Industry in Five Latin-dmerican Countries (New York, 1951).
Many of the remarks made in that survey apply to Middle East
industry.
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thiee times as many workers are required to tend the
machines as abioad,” while in the woollen industry,
owing to lack of experience on the part of workmen and
technicians, labour requiremenls are twice as high as
normal.® In Iran “all mines visited were overstafted
and overmanned. Production per worker is extremely
low”" while in the textile industry “the amount of
labour currently employed in both gevernment and pri-
vately owned textile plants is between 20 and 5G pet
cent more than necessary {o1 efficient operation” and
in the cement industry there are “grossly excessive

SR K]

labour and administrative stafls”.

[n the Tsraeli cotton spinning industry, “even in the
most modern mills efficient production methods are not
used, so that six, seven o1 even mote workers are em-
ployed per 1,000 spindles” while in the weaving branch
“if all workers, technicians and overhead stalls are
taken into account, even the antomatics seldom do better
than three looms per worker”.* Automatic looms con-
stituted under 15 per cent of the total. One of the 1ea-
sons given for this overstaffing was that the average
number of looms per {actory was only eight, “which is
much too few for rational production™. ™

Similar examples could be adduced {rom several in-
dustries in Lebanon, Syria and Turkey.

In some cases, the depressed level of wages 1educes
costs of production sufficiently to offset the low pro-
ductivity of labour. Labour is abundant throughout the
region and except in Israel, where it is organized in
strong trade unions, wages are very low compared with
those pievailing in economically developed countiies.
The figures in table 30 are illustrative. In many cases,
however, the low level of wages does not offset low
productivity. Although no over-all comparisons are
possible, the following examples are typical

Egyptian cotton textile industry

Table 31 compares weekly wages and wage costs in
Egypt and the United Kingdom, according to the cards,
slivers, spindles o1 looms tended by one employee. It
appears, however, that the wages chosen for comparison
with those of the United Kingdom are well above the
level prevalent in the country. According to 2 comment
on this table, “while the wages in Egypt are on the
average about 60 per cent, and in some cases barely
one-third, of the wages in the United Kingdom, the cost
of labour per unit of machineiy is two to three times
higher in Egypt than in the United Kingdom. Only in
spinning, where wages in Egypt are extremely low, is
the cost per spindle slightly lower than in the United
Kingdom. It must be remembered that the quality of
work is not considered at all, and the quantity produced

4 Gamal ¢l Din Said, op. cit, page 283

S Yournal di commerce et de la marine (Alexandria), 13
fune 1949

5t Overseas Consultants, Ine., op. cit, vol, IV, papge 174

% 1hid , page 185,
* Ibid , page 150.

Table 30. Daily Wages of Male Industrial
Employees in Selected Countries

Approzimale
equivalent in

Country, year and Duily wage in
nifed Stales

indusiry tocal currency

dollarse
Lgypt, 1949:
Average, manufacturing . 25 plastres 1.00
Iran, 1949;
Cotton textiles 30 1o 100 (.90 to
rials 3.00
Leather 35 10 80 1.00 to
rials 2.50
Caspian fisheries 35 to 133 1.00 te
_ rials 4.00
Israel, end of 1950
Brickiayer 2,870 to 4,710 8.00 w
prutoth 13.00
Unskilled worker in build.
ing industry 2,370 6.60
prutoth

Lebanon, 1951:
Average, manufacturing £L 5 2.30

Turkey, 1948:
Avemie wages in Siimer

Bank establishments:

Unskilled workman £T 3.77 L)
Skilled workman. £T 4.23 1.50
Foreman £T10.25 360

Source: Epypt, Ministty of Finance, dnnuaire statistique de
poche, 1949.50; Iran, Ministry of Labour, Statistics of Produc-
tion of Major Industries of Country, 1949/50 {Telran}; lsrael,
Central Burens of Statistics, Statistical Bulletin of Israel {Je-
rusalem), April-September 1951; Lebenon, Bulletin Statistique
Trimestriel {Beirut), fourth quarter, 1951; Turkey, Cafisma
(Ankara}, JTanuary-March 1949 .

* Converted at official rates of exchange

per unit of machinery is also not taken into consider-
ation. Both must be lower in Egypt.”s®

Turkish conl mines

Average production per person employed during an
eight-hour shift in 1946 was only 0.51 ton. The average
in Pennsylvania mines of similar depth and thickness
was 5 tons."” The difference was due, in the main, to the
nature of the mines and to the fact that United States
mines are equipped with modern machinery. Neverthe-
less, low productivity in Turkish mines more than off-
sets the cheapness ol labour.

Israeliindustry

A comparison made by the Israeli Labour Federation
showed that, in 1949, money wages in Istael were abowt
twice as high as those in the United Kingdom, and 65
per cent of those in the United Slates; real wages were
about equal to those in the United Kingdom; but pro-

:: ﬁr'flel Fconomic Bulletin (Jerusalem}, March 1952
id.
% National Bank of Egypt, Economic Bulletin, 1949, No. 4,
page 188,
M. W. Thornburg, G. Spry and G. Soule, Turkey: An Eco-
nomic Appraisal {New York, 1949).
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Table 31. Weekly Wages and Wage Costs per Machine Unit in Egypt
and the United Kingdon, 1949

(Piastres)

Wages per

Wage cosle per

employee machine unit

Oceupation JE R

Unifed Eniicd

Eyypt Kingdom Egypt Kingdom
Carding .. ... . ‘ . . 316 588 395 13.3
Tending draw {rames L 253 432 109.7 34.3
Tending speed frames 315 419 52 1.7
Spinning T 14 400 1] 12
Weaving .. ... .. ... CLo 492 658 1230 658

Source: National Bunk of Egypt, Leonomic Bplletin {Cuiro, 1949}, vol 1}, No. 4, page 188.

ductivity per worker was about one-half that in the
United Kingdom and one-fifth of that in the United
States.

MoNOPOLIES

Another factor making {or inefficiency is the monop-
olistic character of many Middle Eastern industries.
Owing to the narrowness of the market, which does not
leave room for more than one large-scale enterprise or
a few, and owing to the tendency to combine {or com-
mon action, many Middle Eastern industries are dom-
inated by either one o1 two large enterprises or by a
closely knit group. The menopolistic position thus en-
joyed has enabled several industries to dispense with
much-needed reorganizalion. The same factor applies
to governmenl monopolies.

It should net, however, be concluded that all, or most,
Middle Eastern industries are ineflicient. In cachk coun-
try some industites compare lavomably with these
abroad, while in the majority of industries a number
of firms are well above the average. Among these may
be mentioned the colien yarn industry in Cyprus. the
Egyptian cotton textile, beer, superphosphate and ce.
ment industries; the sugar and tobacco industries in
Iran; diamond, cement and pharmaceutical industiies
in Israel; the Lebanese cement and confectionery in-
dustries; the silk and rayon weaving industry in Syria;
and Turkish sugar and tobaceo industries. Most of these
either export some of their output or produce at costs
which compare favourably with those ol imported
articles.

Cariras

Lack of capital has constituted a major obstacle in the
path of industiy. In all Middle Easlern countries capital
is scarce, while the high rates of interest prevailing in
other fields have diverted availuble capital away from
industry. Exeept in the special case of Israel, foreign
capital has tended to be restricted to the oil industry.
In Egypt, however, several Jarge enterprises, including
cotton lextile and rayon plants, have heen established
with the help of United Kingdom and United States

capital; similar developments have ocemired in the
Turkish pharmaceutical industry and in production of
electric bulbs. In Tsracl, foreign capital has co-operated
in the production of shoes, motor cars, reflrigerators,
precision tools and other items.

Measures recently taken by some governments in the
Middle East to encourage [oreign investment may pos-
sibly result in a grealer flow ol capital to the region.
Moreover, several other sources of foreign capilal have
become available in recent years or have inereased their
flow of capital. Chief among these are oil royalties and
sterling balances accumulated during the war. In Iran
and Iraq, oil royalties have been used in part to finance
industrial development, while in Eaypt and Israel a
small portion of the amount released from blocked
sterling balances has been allocated to imports of in-
dustrial machinery. In the same way, loans made by
the Export-Import Bank of Washington to Alghanistan.
Egypt, Istael and Turkey have been invested in part in
industry; likewise, a portion of the loans to Turkey
from the International Bank for Reconstruction and
Development.

Local capital has also shown more interest in in-
dustry. In Fgypt, the capitalization of industiial com-
panies rose by £E 283 million between 1946 and 1950,
inclusive; this represented 59 per cent of the increase
in capitalization of all Egyptian joint stock companies
duving that period. The capilalization of industiial con-
cerns, which had visen by 75 per cent between 1938 and
1945, doubled during the period 1945 to 1950, it is
estimated. Of the total increase, some 40 per cent went
into the textile industiy, while the clectricat, metal and
engineering, and chemicat industries {ollowed in that
order

In Afghanistan, Iran and Turkey, the bulk of indus-
trial investment contined lo be provided by the State.
Investment in government enterprises in Tuikey aggre-
gated £T 206 million in 1949 1o 1951, inclusive; privale
industrial investment was estimated at between LT 25

** National Bank of Egypt, Economic Bulletin (Caira), No. 4,
1951
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milljon and £T 40 million per annum.*”® The Siimer
Bank’s post-war investment plan provided for a total
expenditure of £T 173.5 million. Of this, £T 104.8 mil-
lion was allocated to the textile industry, £T 25 million
to the paper and cellulose industry and £T 19.1 million
to the iron and steel industry. By the end of 1949, ex-
penditures under the plan had amounted to £T 54 mil-
lion; a further £T 53.4 million had been allocated for
1950.%° The post-war mining investment programme of
the Lti Bank provided for a total of £T 368.9 million; of
this £T 110.6 million had been spent by the end of 1949,
and a further £7 60.8 million allocated for 1950,

In Iran, during the period from August 1949 to
November 1950, investments aggregating 362 million
rials and loans aggregating 613 million rials were made
to industries and mines as part of the seven-yeer plan
which provided for a total investment in industry and
mining (excluding petroleum) of 3,000 million rials.®

Israel’s industrial investment has been at a high level.
In 1949, a total of £I 11.5 million was invested and in
1950 £1 17.1 million; the total for 1951 was higher than
that for 1950. These figures included investment from
all sources, public and private, national and foreign.
Analysis of the projects approved by the Government
Investment Centre, up to the end of August 1951,
showed that local capital accounted for a little over half
the total, The main industries for which new investment
has been approved are textiles, £ 7.6 million; cement,
quarrying and building materials, £1 7.6 million; met-
als, £1 6.3 million; chemicals and pharmaceuticals,
£1 6.2 million; and glass and ceramics, £I 3.7 million.®

In Syria, investment in industrial enterprises in the
years 1945 to 1950, inclusive, was over £8 60 million.
No figures were available for Lebanon, but an appre-
ciable expansion of the electricity, cement and textile
industries is known to have taken place in the postwar
period.

Another handicap to the industrialization of the
Middle East—one which is gradually being evercome—
is the absence of a well organized system of industrial
credit. Among noteworthy steps taken to remedy this
lack were the establishment in 1945 of the Industrial
Bank of Iraq with a capital of 500,000 dinars (US $2
million), raised in 1952 to 2 million dinars; the Indus-
trial Bank of Egypt in 1947 with a capital of £E 1.5
million ($6 million) ; and the Industrial Development
Rank of Turkey, set up in 1950 with a capital of 54.5
million, to which was added $9 million advanced by the

 International Bank for Reconstizction and Development,
Economy of Turlcey, page 102.

8 fhid,, prge 104.

2 Ibid., poge 112,

92 Bank Meili, Bulletin, No. 113 (Tehran).

1 Jaracl Office of Information, Private Foreign Investment in
Israel (New York), July 1952

94 National Bank of Egypt, Economic Bulletin, No. 2, 1952,

9 International Bank for Reconstruction and Development,
Annual Report (Washington, D.C, 1952).

International Bank for Reconstruction and Develop-
ment, and $4.5 million advanced by the Turkish Govern-
ment. The Industrial Bank of Egypt, which started op-
erations in 1949, had by the end of 1951 made advances
totalling £E 978,000 and taken shares aggregating
£F 50,000 in enterprises.”* The Industrial Development
Bank of Turkey, which started operations early in 1951,
had by mid-1952 advanced £T 22 million; it has also
undertaken to lend to Turkish private industries £T 54.5
million from the counterpart funds of the European
Recovery Program.®

During the war and the years immediately following,
the world-wide shortage of capital goods severely lim-
ited the importation of industrial machinery and pre-
vented the carrying out of some projected develop-
ments, More recently, however, the position has im-
proved, and imports of machinery, exclusive of petro-
leum equipment, are at present about twice as large as
in the pre-war period.

In spite of the improvements that have been effected
during the past thirty years, the lack of transport facil-
ities continues to retard industrial development. It is
only in countries such as Cyprus, Egypt, Israel and
Lebanon, where transport is aided by the size or com-
pactness of the settled area, that the transport system
may be described as adequate. Iiven in these countries,
little is done to encourage industry by means of prefer-
ential transport rates. However, industry will undoubt-
edly benefit from the transport development pro-
grammes which are being carried out in most of the
Middle Eastern countries %

(GOVERNMENT POLICIES

In some countries, the government continues to own
a substantial part of industry and, in several, govern-
ment policy is becoming increasingly favourable to in-
dustry and inclined to furnish aid by means of tariffs,
import restrictions, foreign exchange licences, and even
small subsidies.’™ It was laigely owing to such forms
of government help that industry in the Middle East
withstood the intensified foreign competition of the past
few years.

Nevertheless, there remain several further possibili-
ties of aid to industry. Of these, the most important is
reduction in customs duties on imported 1aw materials
and machinery, duties which are still high in some cases,
and reduction in the heavy excise duties on fuels and
certain products essential to important industries, such
as sugaz. Similarly, in many countries, the burden of
direet taxation on industry is proportionately greater

% For details on means of transport in some Middle Eestern
countries, see “Transport snd Communications in Iraq, Iran
and Afghanistan”, United Nations, Transport and Communico-
tions Review, Qetober-December 1950, and “Transport and Com-
munications in Turkey”, ibid., January-March 1953,

%7 For measurcs taken to encourage foreign investment, see
chapter 7, Foreign Capital in the Region; for fiscal relief given
to exporters, see chapter 5, Public Finance.
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than on some other branches of the economy. In Egypt,
for example, the amount of taxes collected from indus-
try in 1945, exclusive of customs duties, was £E 20
million compared with £E 5 million from agriculture,
although the value of the agricultural net product was
four times as high as the industrial.®® The limited re-
sources of the governments of the Middle East make it
unlikely, however, that much relief will be given to
industry in this respect. However, assistance could be
given through government-sponsored research, pros-
pecting and technical training and by changes in gov-
ernment regulations, as well as by the improvement of

°¢ Hafizx Afifi Pasha, “Industrial Progress in Egypt and its

Effect on Labour and Social Conditions”, Address before United
Nations Socinl Welfare Seminar (Beirut, 26 August 1949),

transport facilities and the provision of cheap power.

From the foregoing, it appears that industry in the
Middle East has reached a state of temporary and pre-
carious equilibrium. On the whole, the advances made
during the war and immediately thereafter have been
maintained. Some minor industries established in the
exceptional circumstances of the war period have dis-
appeared, but the expansion of larger industries has
more than offset this loss. Pent-up demand and world-
wide shortages of goods maintained the domestic mar-
ket. But in 1951 and 1952 there were signs of increasing
pressure, owing to intensified {oreign competition, and
export prospects, except for a few items, were distinctly
unfavourable.






Chapter 3
PETROLEUM

With over half of the world’s proved reserves, the
Middle East region accounted in 1951 for 16.4 per cent
of the total world production of crude petroleum and for
about 17 per cent in 1952. Middle East output of crude
petroleum rose from 88.4 million metric tons in 1950
to 97.2 million in 1951 and to over 105 million in 1052,
increased production in Iraq, Kuwait and Saudi Arabia
much more than offset the drastic reduction in Jranian
production which followed nationalization and stop-
page of exports. The 1951 output of refined products
in the Middle East comprised 6.7 per cent of the world’s
total {excluding that of the Soviet Union and of eastern
European countries} and the percentage was still Jower
in 1952. The benefits derived by oil producing coun-
tries, other than Iran, from their petrolenm industries
increased sharply mainly as a result of new profit-

4

sharing agreements, as well as expanded production and
increased expenditures by producing companies. Other
Middle East countiies benefited from increased pay-
ments by oil companies to governments under pipeline
agreements and from expenditures by the companies
and their employees in their territories. A growin g inter-
est was taken during this period in proposals to utilize
natural gas obtained in the process of oil production,
the bulk of which is at present wasted

In this chapter, the different sections deal with Mid-
dle Fast 0i] in the world economy; the role of petroleum
in the cconomy of the Middle East; and the disposal
and utilization of natural gas and 1efinery gases. In
chapter 7, “Foreign Capital in the Region”, some indi-
cations are given concerning the amount of capital in-
vested in the petroleum industry of the region.

Middle East Oil in the World Economy

REservES

The proved Middle East reserves of crude petroleum
continued lo increase from 1949 to 1952, owing to
explorations which resulted in the discovery of several
new fields and the extension of certain existing fields.
The total proved reserves in the Middle East were esti-
mated at 7,000 million tons at the beginning of 1952
compared with 4,400 million tons in January 1949,

representing a rise of about 60 per cent. In the same
period, the share of the Middle East in the world’s
proved oil 1eserves increased {rom 42 per cent to 51
per cent (table 32). These reserves are concenirated
in a few countries: Iran, Iraq, Kuwait and Saudi Arabin
accounl for about 97 per cent, and the remainder is
located in Bahrein, Egypt, Qatar and Turkey. A large
part of the potential oil bearing area remains untapped.

Table 32." Estimated Proven Reserves and Cumulative Tota]l Produetion of Crude
Petroleum, by Countries, 19518

Estimaled proven crude reserves

Crude ¢il production, cumulative tolal

Caunlry Thousands of Par cend of Year Thousands of Per cent of

medric tony warld folal bepgun melric tons world tolal
hahrcin 40,900 0.3 1933 18,100 .2
Egypt 23,400 0.2 1911 24,200 03
Iran . 1,722,300 12.6 1913 332,950 3.5
Trag 1,403,700 10.3 1927 72,650 0.8
Kuwait 2.172,700 15.9 1946 67,400 0.7
Qatar - 135,100 Lo 1949 4,100 -
Saudi Arabia 1,482,900 10.8 1936 134,700 14
Turkey e 3,400 _— 1048 50 -
Total, Middle East 6,984,400 511 1913 654,150 6.9
Wortb 10148 13,670,400 100.0 1857 9,499,550 100.0

Source: United Nations, Statistical Yearbool:, 1951
and Monthly Bulletin of Statistics; Gulf Publishing
Company, Forld Oil {Houston, Texas), 15 July 1952;

American Geographical Society, World Geography of

Petroleum (Princeton University Press, 1950).
" End of year
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ExpLonaTiON

Exploration activities from 1950 to 1952 resulted in
important discoveries, especially in Saudi Arabia and
Kuwait. During April 1951, the Uthmaniya field was
discovered in Saudi Axabia, 65 kilometres south of the
Ain Dar field, and in the following month the Safaniya
field was found, located in the Persian Gulf approxi-
mately 3,500 metres off the mainland at a point where
the sea is 6.5 metres deep; this was the first offshore dis-
covery in the region. As a result of these discoveries
and further exploration, the acreage of proven oilfields
in Saudi Arabia increased from about 53,000 hectares
at the end of 1949 to nearly 123,000 hectares at the end
of 1951.2 During 1952, exploration activities were ex-
tended to additional areas in Saudi Arabia.

A discovery at Magwa, about 11 kilometres north of
the Burghan field, substantially increased the proven
reserves of Kuwait, which thus kept their relative posi-
tion as the second largest in the world. In Iran, the
exploration activities of the Anglo-Iranian Oil Com-
pany in the first half of 1951 added over 7,000 hectares
to the proven acreage; in addition, during 1951/52 the
activities of the Iranian Oil Company, directed by the
Seven Year Plan Organization, resulted in the discov-
ery of an oilfield in the Qum area, south of Tehran.
In Turkey, exploration by the Mining Research Insti-
tute (Maden Tetkik ve Arama Enstitusu), a government-
owned organization, led during 1950/51 to the discov-
ery of Garzan field, north of Ramandag.® On the other
hand, exploration from 1950 to 1952 in the Kuowait-
Saudi Arabian neutral zone was unsuccessful. This was
also true of explorations in the Adana region, near the
Gulf of Iskenderun in Turkey. In Egypt, oil companies
discontirued their exploration activities early in 1952
because of failure to discover further economic loca-
tions in their current lease areas.”

Drirring

Drilling activities in the Middle East continued at a
low level as compared with activities in the main pro-
ducing areas of the world. Wells completed during
1951 numbered 103, totalling 195,000 metres drilled;
of these seventeen were failures, eight of them in Egypt.
The figures for 1951 may be compared with those for
1950 and 1949: 94 completed wells totalling 164,000
metres, and 106 wells totalling 166,000 metres, re-
spectively, Over three-fourths of all Middle East drill-
ing activities in the period 1949 to 1951 weie under-
taken in Egypt, Irag, Kuwait and Saudi Arabia.*

Development of oilfields as well as expansion of oil
handling facilities continued in the region. Between
1949 and 1952, new fields placed in production in-

* Gulf Publishing Company, Forld Oil (Houston, Texas), 15
July 1951 and 15 July 1952.

*Ibid., 15 July 1952,

? {Jnited States Department of Commerce, Foreign Commerce
Peekly (Washington, D.C.), 16 June 1952,

cluded Dukhan late in 1949 in Qatar, Zuabair late in
1950 and Ain Zalak late in 1952 in Iraq, and Ain Bar
early in 1951 in Saudi Arabia. During this peried the
producing capacity of many oilfields was stepped up
by drilling new wells and by expanding facilities for
handling oil. Several oilfields were discovered which
had not been placed in production by the end of 1952
ewing to lack of pipeline outlets; these included Abu
Hadzriya, Fadhili, Haradh, Safaniya and Uthmaniya in
Saudi Axabia; Qaiyarzh in Iraq; Qum in Iran; and
Magwa in Kuwait,

PI1PELINES AND OTHER FACILITIES

The most striking development in the region with
respect to expansion of oil handling facilities was the
construction of two large-diameter pipelines from Saudi
Arabja and Iraq to the Mediterranean. The pipeline
from Saudi Arabia, completed late in 1950, stretches
from the oilfields of Saudi Arabia, through Jordan and
Syria, to Siden in Lebanon. This thirty to thirty.one-
inch pipeline, with a length of 1,720 kilometres and a
present throughput capacity of 15.5 million tons a year,
required an investment of $230 million. The Iraqgi pipe-
line, with diamelers of twenty-six, thirty and thirty-two
inches, and a length of 895 kilometres, has a normal
throughput capacity of 13.5 million tons & year. The
line was completed in 1952 from Kirkuk field in Iraq
to Banivas in Syria; it required a total investment of
about $115 million,

In addition to these lines, the pipeline systems of
several oil producing countries were expanded during
the past three years. In Iraq, a pipeline of twelve to
sixteen inches, with a length of 120 kilometres, was laid
between the Zobair field and Fao on the Persian Gulf;
it has a crude charging capacity of 2.6 million tons
annually. This line was finished late in 1951 in 1952
plans were laid to construet a parallel line with a diam-
eter of twenty-four inches. There was another plan, also,
to construct a pipeline of twelve and three-quarter
inches, with a length of about 220 kilometres, capable
of carrying 1.3 million tons of crude a year from Ain
Zalah to the main Iraqi pipelines near Shuraimiya. The
construction of a sixteen-inch pipeline from Kirkuk to
Haifa, which was interrupted in 1948, was not com-
pleted. Another parallel twelve-inch pipeline from
Kirkuk to Haifa, which was shut down in 1948, remains
closed. In Saudi Arabia, the pipeline system was ex-
panded in 1951 by 76 kilometres of new pipelines with
a capacity of nearly 14 million tons of crude petroleum
a yeax, During the past three years additional pipelines
were laid in Iran, Knwait and Qatar. Expansion of oil
handling facilities also included construction of storage
and harbour facilities in the new oil ports of Sidon,

* Guif Publishing Company, Forld Oil, 15 Tuly 1951 and 15
Tuly 1952, Wells drilled in 1951 in the United States numbered
43,300 and totalled 51 million metres; over 17,000 were dry
holes. Wells drilled in Venezueln in the same period totalled
over 1,200, of which 140 were dry holes,
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Beniyas and Fao, as well as expansion of existing facili-
ties in Iran, Kuwait, Qatar and Saudi Arabia.

PRODUCTION OF CRUDE PETROLEUM

The sharp increase in total crude petroleum produc-
tion experienced in the post-war period continued in
the Middle East in 1951 and 1952, in spite of the cessa-
tion of Franian exports, The increase in output of crude
in 1951 was 10 per cent and in 1952 about 8 per cent.
The rise in production accompanied the expansion of
oil handling facilities and the increasing world demand
for exude petroleum. Despite this increase, the volume
of vutput remained relatively low compared with the
great potentinlities of the region as represented by its
lazge proven reserves, By the end of 1951, the cumula-
tive total cutput of Middle East oilfields since the he-
ginning of large-scale commmercial production ~ which

started relatively late ~ had reached about 654 million
tons, of which over one-half had come from Iranian
oilfields (see table 32). This output represented only
some 7 per cent of the total cumulative crude oil pro-
duction of the entire world. Total production of crude
oil in the Middle East increased almost six and a half
times iu the period between 1938 and 1952; the figure
for the latter year was about 105 million tons compared
with 97.2 million tons in 1951 and 35.6 million in 1946
{table 33). But in 1951 the Middie East, with over half
of the world’s proved oil reserves, contributed only 16.4
per cent of the crude oil supply of the world, as com-
pared with 16.8 per cent in 1950 and 5.7 per cent in
1938, The decline between 1950 and 1951 in the relative
position of the Middle East was due to the sharp de-
crease in production in Iran, following nationalization,
as well as a rise in crude petroleum output elsewhere
in the world.

Table 33. Crude Petroleum Production by Countries, 1938, 1946, 1948 and 1950 10 1952

{Thousands of metrie tons)

Counlry 1938 1945 1948 1950 1951 1852
Behrein.. ... ... .. 1,138 1,099 1,496 1,511 1,508 1,510
Erypt. 226 1,282 1,886 2,434 2,332 2,320
Iran.. . ... .. 10,359 19,497 25,270 32,259 16,844 1,350
Iraq. ... ... 4,298 4,680 3,427 6,479 8,351 18,000
Kowait ... .. — 860 6,400 17,291 28,327 37,900
Qatar. . ... . ... ..., — — e 1,636 2,370 3,360
Saudi Arabia. . . 67 8,200 19,260 26,904 37,476 40,700
Tatkey. . ... . . L e — 2 i7 19 20
Total Middle Fast. ... 16,088 35,558 57,741 88,440 97,227 105,100
Wonep torar. 282,000 378,000 470,000 525,000 592,000 622,000

Middle East outputas per-
centage of world total 2.7 9.4 12.3 16.8 1640 6.9

Sourcer United Nations, Statistical Yearbook and Monthly Bulletin of Statistics; Economic Survey of Furape,

1951 (Geneva, 1952) .
* Preliminary figures.

While production in Iran declined sharply, from 32.3
million tons in 1950 to about 1.3 million tons in 1852,
there were spectacular increases in Iraq, Saudi Arabia
and Kuwait, The output of Saudi Arabia rose from 26.9
million tons to 40.7 million tons, and that of Iiag
from 6.5 millien to approximately 18 million tons in
the corresponding period. These expansions in cutput
were facilitated by the construction of large-diameter
pipelines, as already mentioned, lrom the Iraqi and
Saudi Arabian fields to the eastern Mediterranean coast.
In Kuwait, also, production of crude petroleum in-
creased by about 120 per cent in 1952 over the 1950
output of 17.3 million tons; Qatar’s output of crude
rose from 1.6 million tons to nearly 3.3 million in the
corresponding period. There weire no important changes
in production in Bahrein, Egypt or Turkey.

Middle Eastern crude petroleum came from 597 wells
in 1951, of which 145 were located in Egypt. The out-
put per well is in some cases as high as 20,000 barrels a

day. Daily average production per well at the end of
1951 was about 4.600 barrels in the Middle East (ex-
cluding Egypt), as compared with only 12.7 barrels
per well in the United States, and 225 barrels in
Venezuela.®

REFIRING

The refinery capacity of the Middie East petroleum
industry has increased in recent years at a much slower
rate than that of crude oil production, from a total
vearly capacity of about 47 million tons in 1948 to
about 52.5 million tons in 1951—a rise of 12 per cent
as compared with the 68 per cent increase in output of
crude. This slow rate of development was largely a

* The high productivity of oil wells in the Middle East is due
pertly to geological conditions and partly to the fact that in al
mest every country oilfields are operated by a single company,
which can drill end operate the most premising wells to drain
the oil reservoirs.
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reflection of increasing world demand for crude petro-
leum rather than refined products. In the post-war
period, the countries of western Europe, with the as-
sistance of the Organisation for European Economic
Co-operation, launched a programme for expanding
refinery facilities, as a result of which the ciude
throughput capacity of refineries in western Europe
reached approximately 65.7 million metric tons a year
at the beginning of 1952, as compared with through.
put capacity of 23 million tons in 1948.° By the end of
1952, several plans had been made for construction of

4 Pearefe;r—l Press Bureau, Petroleum Press Service (London},
Februery 1952,

new refineries in the Middle East. The Anglo-Iranian
0il Company planned to erect a new refinery in Aden
Colony, with an annual capacity of 5 million tons.
Caltex announced the construction of a refinery at
Sidon, Lebanon, with a capacity of 650,000 tons a year,
mainly to supply bunker fuel for ships. The Govern.
ment of Iraq had also undertaken the construction of a
refinery at Dourah, near Baghdad, with a capacity of
one million tons a year, while the Government of
Turkey planned one at Batman with a yearly capacity
of 150,000 tons. In addition, there were plans for ex-
pansion of refining capacity in Bahrein, Egypt and
Saudi Arabia.

Table 34. Output of Major Refinery Products, 1949 to 1951

(Thousands of metric tons)

Motor Heasy Tolal, major
Country and year Sfuel Kerosene otls products
Bahrein.
1949 . .. 1,573 619 4,597 6,789
950 .0 . . L 1,754 105 4,382 6,841
1951, o . 2,005 828 5,207 8,040
Eprypt:

5’{'549 S . 213 11¢ 1,625 1,957
1950 . . S o 195 151 1,761 2,107
1051 . ‘ 208 210 1,715 2,133

Iran:
1949, . . 4,378 2,222 16,141 22,741
1950 . . 4,571 2,300 17,794 24,665
1951= . 2.525 1,290 8,992 12,807
Traq:
1949 . 63 31 235 349
1950.. . 67 7 252 396
1951k . . 94 73 346 513
Israel;
1940u . 19 6 47 12
950 . . 31 27 129 187
1951 . . 110 a8 499 707
Kuwait:
19490 . 14 3 98 115
1850 . 15 5 1,005 1,115
1951 . A 17 7 1,195 1,219
Lebanon:
1949 . o . 62 34 180 275
1950 . 98 61 235 394
1951, . . . 117 62 241 420
Saudi Arabia.
1945 ‘ 1,245 316 4,314 5,875
1950 ‘ . 356 371 3,498 4,825
1951 S 1,383 588 5,424 7,395
Turkey:
1949 . . o 1 — 3 4
1950 - o 1 s 4 3
1951 . . 1 — 95 6
TotawL:
1949 o . 7,568 3,870 27,240 38,178
1950. . . 7,688 3,697 29,150 40,535
1951 .. . . . 6,460 3,156 23,624 338,240

Source: United Nations, Statistical Yearbook, 1952; United States Department of the Interior, Burean of Mines,
Warld Petrolewm Statistics {Washington, D.C.), 1949, 1950 and 1951

= Partly estimated. " Estimated.
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In contrast to the increase in capacity, the total re-
finery output of the region showed a marked decline in
1951 and 1952, In 1950, crude petroleum runs to stills
totalled 43 million tons compared with 36 million tons
in 1951 and an estimated 1952 crude throughput
slightly over 25 million tons. This drastic decrease in
refining activity was due to the shut-down of about 95
per cent of the Abadan refinery. This refinery repre-
sented over one-half of the refining capacity of the
Middle East; since late in 1951 the refinery has oper-
ated only to meet the domestic consumption needs of
Iran. Exclusive of Iranian refineries, crude throughput
of Middle LEast refineries increased from 17.3 million
tons in 1930 to 22 millien tons in 1951, a rise of 27
per cent. However, this increase met only a small part
of the loss caused by the shut-down of the Abadan
refinery, a loss more than made up by refineries in the
United States and western Europe. In 1951, the coun-
tries of western Europe had a crude throughput of 54
million tons as against 34 million tons the previous
year; the corresponding figures for the United States
were 316 million tons and 279 million, respectively.
In 1951, the refineries of Bahrein, Iran and Saudi Ara-
bia produced neaxly 85 per cent of all products refined
in the Middle East, compared with about 90 per cent in
1950. The output of major refinery products in the
Middle Fast from 1949 to 1951 is shown in table 34.

About one-half of the total refinery output consisted
of residual luel oil, and over one-fifth was accounted
for by motor fuel; distillate fuel oil, kerosene and
other products comprised the rest. The refineries of the
Middle Last did not produce lubricating oil; the plant
for lubricating oil at Abadan, construction of which
was completed in 1951, requited certain adjustments
for operation. Thus, the whole region depended upon
imports of Jubiicants. Aviation gasoline, which had
formerly been available chiefly from the Abadan re-
finery—at an annual rate of about 700,000 tons before
the shut-down—also had to be imported.

ExporTs

Exports accounted [or the greatest part of Middle
Fast petroleum products.” In terms of crude equivalent,
exports of crude and refined products, excluding trans-
fers within the region. were approximately 80 million
tons in 1951 as compared with 72.5 million lons in
1950, 26 million in 1946 and 12 million tons in 1938.5
Iran’s petroleum exports, which amounted to 31.2 mil-
lion tons in the year ending 20 March 1951, ceased
almost completely following nalionalization.? Crude
petroleum represented a large and an increasing part
of the oil exports of the Middle Fast: about 60 per cent
in 19505 75 per cent in 1951 and nearly 90 per cent in

* Consumption of petroleum products within the region is
dealt with in a later section of this chapter

? Of the oil exports of the Middle East, nearly 43 million tons

passed through the Suex Canal in 1951, 18 per cent less than in
1950, but 6 millien tons more than in 1949,

1952. The increased percentage was almost entizely the
result of the cessation of exports of refinery products.
from Abadan and the increasing demand in western
Europe and the United States for crude petroleum..
Table 35 shows exports of crude petrolenm from
Middle East countries during the years 1949 to 1951,
as well as imports of crude for refining.

Table 35. Exports and Imports of Crude Petroleum,.
' 1949 10 1951

(Thousands of metric tons)

Country and ilem 1945 1950 1954
Exports from:
ann . 3,208 6,002 3,538
Traq . o 3,730 6,177 7,916¢
Kuwait 12,200~ 15,987 26,898
Qatar R 15 1,538e 2,347
Saudi Arabi 17,027 20,660 20,980
Torar exvonrs 36,180 50,809 70,688
Imports by:
Bahrein® . 6,120 6,249 7,385
Egypt . — — 99
Israel . S 79 224 755
Lebanone . 305 493 550
ToraL msroris 6,504 6,966 8,789

Net exports. . 29,676 43,943 61,899

Source: United States Department of the Interior, Burean of”
Mines, World Petrolenm Statistics {Washington, D.C}, 1949 to.
19513 Financial Times (London}, 3 Fuly 1950

* Estimated.

" Imported from Soudi Arabia for refining and export.

® Imported from Irzq for refining.

Since 1950 the Middle East has emerged as the lead-
ing suppliex of oil in international trade. This oceurred
at the same time as important structural changes in the
international oil market. Traditionally the oil producers
of the Western Hemisphere — the United States and the
Caribbean area — supplied the petroleum deficit of the
Lastern Hemisphere, where the Middle East met only a
small portion of demand.

In the post-war period, the rapid rate of development
of the petroleum industry in the Middle East, as well as
in the Caribbean aiea, together with a sharp rise in
demand for petroleum in many areas, especially Europe
and the United States, and the fact that output in the-
United States has not kept pace with United States con-
sumption, have diastically changed the pattein of inter-
national trade in oil. The net movement of petroleum
from the Western Hemispheie to the Eastern Hemi-
sphere declined [rom 34 million tons in 1938 1o about
15 million tons in 1950, The United States, the chiel
exparter of petroleum in pre-war years, became the
chiel importer. Hence, the Middle Fast and Caribbean
areas have become the Lwe major exporters of petro-

? For exports of crude oil and petroleum products from Iran,

see Ministere des finances, Statistique annuelle du commerce ex-
térieur de Ulran en 1329 (1050/51} (Tehran).
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leumn products; broadly speaking, the Middle East has
supplied an increasing part of the rising demand in
Europe, most of Asia, Oceania and East Africa, and
the Caribbean area has supplied that of the Americas
and West Africa, and a decreasing part of western Eure-

pean needs. It should be added that this development
has not prevented movement of oil products of different
type in an opposite direction, especially during the
period of adjustment. Table 36 gives the pattern of
international trade in petrolenm during 1950.

Table 36. International Trade in Petroleum, 1950

{Thousands of metrie tons)

Source

Destination Middie Lnited Borneo and

Laats Caribbean Slates Indonegin
Afrvicas, .. .. ... ... ... .. ... 8,250 2,500 750 s
Austrelia and New Zenland. . ... 2,500 250 — —_
Burope......... 44,750 17,000 3,000 250
Far East. ... .. . 6,250 — 1,250 2,600
North America .. o 8,400 36,500 - -
South Americe coceeeeo 1,300 —_— 2,500 250
Torar 71,650 56,250 7,500 2,500

Source: Arabian American Qil Company, Middle East

* Epypt is included in Africa,

The Role of Petroleum in the

Recent developments in oil operations in the Middle
East, pamely, new profit-sharing agreements between
the companies and the governments, increased produc-
tion of petroleum and additional employment, have, to
a varying extent, favourably affected economic condi-
tions in the oil producing countries of the Middle East—
with the major exception of Iran.® Countries such as
Lebanon and Syria, which have provided transit rights
for petroleum through pipelines, have also received in-
creasing, though relatively small, benefits.

The countries in the Middle East which obtained
nearly all the benefits accruing from oil operations in
1952—Saudi Arabia, Kuwait, Iraq, Qatar and Bahrein—
had a population of only about 11 million, or a little
over 10 per cent of that of the entire Middle East. The
direct contribution of oil activities, including royalties,
taxes, wages and other payments, to the national in-
comes of the above-mentioned countries, increased al-
most fourfold between 1948 and 1952. It is estimated
that the total of such payments in 1952 represented over
two-fifths of the combined national income of these
countries, though the proportion differed widely among
them; it was lowest in Iraq 2nd highest in Kuwait.

In Iraq, direct payments to the Government and local
expenditures by the oil companies, which together rep-
resented less than one-tenth of the national income in

10 The effects of the cessation of oil exports from Iran after
mid-1051 are dealt with in the chapters on priees, foreign trade
and balance of payments, and public finance,

1 Indications of profits of the oil companies are glven in
chapter 7, on foreign capital in the region.

Oil Development (New York, 1952).

Economy of the Middle East

1949, increased to about one-quarter in 1952, In Saudi
Arabia, the proportion incieased from one-third in 1949
to over one-half in 1952, In Bahrein, Qatar end Kuwait,
between three-fourths and nine-tenths of the national
income in 1952 resulted from petroleum activities. In
Iran, however, the proportion of oil revenues declined
from about one-tenth of the national income in 1949 to
under 2 per cent in 1952 as 2 result of the suspension of
exports.

DIRECT PAYMENTS BY OIL COMPANIES 10 GOVERNMENTS!

The most important contribution of petroleum activ-
ities to the national income of the countries of the Mid-
dle East consists of direct payments by oil companies to
the governments; these payments take the form of roy-
alties, taxes, dead rent and other items.'? Between 1940
and 1952, total direct payments to governments in the
Middle East rose nearly sixteenfold; production in-

3 Direct pryments by the oil companies are made in return for
concessions to operate in certain areas—sometimes the entire
territory, or a large part of the terzitory, of the State—for a period
usually ranging from fifty to seventy-five years, The concession,
among other provisions, inciudes the right of exploration and
extraction, transportation, refining and export of oil as well &s
the right to construct related facilities. In general, there is no
over-ail petroleum law in most of the oil producing countries of
the Middle East. The terms of the payments were usually deter-
mined by bargeining between individunl oil companies and the
concession-granting State, and were also influenced by practices
in other countries. The companies generally received exemption
from local income taxes, from duties on imports of capital goods
and exports of petroleum products and from other fees and taxes.
Tor a list of major petrolenm concessions in the Middle East, see
Review of Economic Conditions in the Middle East (1949350),
United Nations publication: 19511L.C3,
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creased about 7.6 times and terms of payments under
new profit-sharing agreements also changed. During this
period, the margin between the cost of production and
refining (excluding royalties), on the one hand, and the
price of crude oil and petroleum products, on the other,
widened. Most of the increase in direct payments took
place after 1950, that is, after the effective date of the

new agreements. Total direct payments to oil producing
countries, which amounted to close to $28 million in
1940, reached over $150 million in 1950 and rose to
about $260 million in 1951 and $440 millien in 1952
(table 37). These figures include both published data
and estimates calculated on the basis of production and
the rate of royalty, tax and other payments,

Table 37. Direct Payments by Oil Companies to the Governments of Qil Producing Countries
{Millions of United States dollars)

Year Bahrein Eagypls Tran Trag Kmealt Qatar Saudi Arabia Total
1940, ... 1.0 e 16.0 81 — e 1.5 26.6b=
1946.. . ....... 1.2v 280 28.7 3.9 0.8 — 1320 55.6®
1948, . ... ..., 1.4v 4.3 36.74 10.3 13,70« — 31.5v 97.9v
19490 1.6% 5.0 50.1¢ 7.9 11.8% e 66.0v = 142 3w
1956 .. ... 3.3s 4.9 4:4,04 14.8v 12,4% 100 112.0v 193.3v
1951 . . 3.8 5.48v 23.34 38.5v 30.00 3.8 155.0v 260.2v
1952 6.3v —_ 11000 » 13900 BRI 170.00 440.1v 1

Source: Epypt: The Egyptian Gazette (Cuiro), 21 May 1951;
Iran: Oversens Consultants, Inc, Report on Seven Year Devel-
opment Plan, vol. V (New York, 1949) ; Anglo-lranien Oil Com-
pany, Ltd., Annual Report and Acconnts, 1949, 1950, 1951 {Len-
don); Irag: Ministry of Economics, Statistical Abstract (Bagh-
dad}; International Monetary Fund, Balance of Payments Year-
book (Washingten, D.C.) ; Saudi Arabia: United States Senate,
LEightieth Congress: Hearings before a Special Committee In-
vestigating the National Defense Program (Washington, 1948),
pege 25381

* Royalties only.

" Estimate calenlated on the basis of crude oil production and
tiee rate of royalty, tax and other payments.

¢ Excluding Egypt.

Iraq, Kuwait and Saudi Arabia together received over
95 per cent of the direct revenues paid to governments
of oil producing countries in 1952. The revenues of
Saudi Arabia increased to about $170 million in 1952,
compared with about $112 million in 1950 and $31.5
million in 1948, The receipts of Traq rose from $10.3
million in 1948 to nearly $15 million in 1950, and te
approximately $110 million (including $14 million in
settlement of previous claims) in 1952; revenues were
expected to increase to about $165 million a year by
1956. In Kuwait also, petroleum revenues rose from
$12.4 million in 19530 10 approximately $140 million
in 1952; in Qatar the increase was from nbout $1 mil-
lion to about $9 million in this peried. The share of
Bahrein in the increase was comparatively small be-
cause of stable production of crude petroleum; its rev-
enues rose from $1.4 million in 1948 to about $3.8
million in 1951 and $6.3 million in 1952. In Egypt,
royalties increased from $4.3 million in 1948 to nearly
$6 million in 1951, On the other hand, Iran's revenues
from this source, which, under the 1933 agreement,
amounted to $44.9 million in 1950, stopped completely
in 1952,

** Association of Lebanese Industrialists, Le Commerce du
Levant (Beirut), 30 May 1951,

* Statement by the Director of Communications in Lehanon,
quoted in Le Commerce du Levant, 24 May 1952, Over two-thirds

* Excluding inercased payments under an unratified 1949 sUp-
plemental agreement,

" Including $7.5 million Lonus received from American Inde-
pendent Qil Company.

* Sterling und rupee payments rre adjusted to teke devaluation
into account in propertion of nine months for the old rate and
three months for the new rate.

¢ Including $9.5 million bonus received from Pacific Western
0il Company; royalties are computed on the basis of $2.40 a ton.

* Including $14 million fund fer settlement of previous claima,
and excluding the Turkish share of 10 per cent under the Lau-
sanne treaty.

* Including 1951 figure for Egypt.

The countries meviding transit for the movement of
crude petroleum through the Trans-Arabian pipeline—
Jordan, Lebanon and Syria—reportedly received a total
amount of about §870,000 in 1951 as direct payments
for security charges, transit fees and other items.®® As
& result of negotiations between the Lebanese Govern-
ment and the oil companies, a tentative agreement was
reached in May 1952 which provided for an increase in
payments by the Iraq Petroleum Company, from
&L 980,000 to £L 3,749,000; it also provided for an
increase in payments of the Trans-Arabian Pipeline
Company, from £L 1,558,000 to £L 4,491,000.*% By the
end of 1952, this agreecment had not received the ap-
proval of the Lebanese Parliament. A similar agreement
was being negotinted between the Syrian Government
and the oil companies late in 1952,

The direct revenues of Bahrein, Iraq, Kuwait, Qatar
and Saudi Arabia from petroleum, in the form of royal-
ties, taxes and other items, formed by far the largest
source of income available for development; in some
cases such revenues exceeded the estimated costs of
practicable development projects. In Irag, the propor-
tion of oil revenues assigned to development projects
of the anticipated increase represented profits from resaie 1o the
companies of crude oil which Lebanen had an option to pur.

chase for local consumption under the original sgreement of
February 1947
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was reduced from 100 per cent in 1950 to 70 per cent
in 1052 as a result of higher revenues from oil opera-
tions; at the same time certain internal taxes and cus-
toms duties were either lowered or abolished. The de-
velopment plan adopted in 1952% by the Government
of Iraq anticipated the expenditure of 1D 1554 million
for the period 1952 to 1956.2° For financing the projects
under this plan, 70 per cent of the oil revenue was ex-
pected to provide 1D 164.6 million—ID 9.2 million
mote than the anticipated cost of the plan. In other
countries, a large part of the oil revenue went to the
head of the State, some as savings which did not affect
the national economy; another part was used to finance
government operating expenses; the rest was utilized
for capital expenditures, The cessation of direct pay-
ments to [1an aflected projects under the seven-year plan
which were to have been financed {rom such 1evenues.

Direct payments to governments by the oil compa-
njes, augmented by local expenditures in foreign cur-
rencies, also provided ample supplies of foreign ex-
change in several countries and constituted the chief
item of receipts in their balance of payments. These
receipts facilitated a marked expansion in imports,
which, in turn, materially increased government rey-
entes [rom customs duties. A part of the increase in im-
poris consisted of foodstufls and of manufactured
goods, including luxury items, and only a small part
consisted of capital goods and machinery for general
development.}™ As a result, the economies of major oil
producing countries became increasingly dependent
upon petroleum—a vulnerable and, in the long run, an
exhaustible source of income. This trend was expected
to continue unless further steps were taken to utilize oil
revenues efficiently, and to an inereasing degree for the
development of other sources of incoime.

TERMS OF DIRECT PAYMENES

Prior to 1949, (inancial obligations of the petrolenm
companies to local governments in the Middle Fast
varied widely from country to country. Payments on
account of royalties, taxes and other items ranged from
$1 to $2.50 a ton; average payments were between $1.50
and $1.75 a ton.’® Following the lranian oil contro-
versy, which led to negotiations for higher revenues
from oil operations in several other areas in the Middle
Fast, new agreements contained provisions for the equal
sharing of profits—a formula similar to that in the
Venezuelan oil industry.?® Although there are variations

1 Fyliowing the recommendations of the mission of the Inter-
national Bank {or Reconstruction and Development which visited
Iraq in the spring of 1951

1% OF the total, ID 72.2 millien was allocaled to irrigation,
drairage snd agriculture; JD 31 million to industry; ID 309
million to transport end communications, and ID 18 millien to
buildings, kospitals and schools.

11 The sizable imports of machinery and equipment required
by the oil companies in recent years were largely financed abroad
by foreign exchunge obtained from the procecds of oil exports,

" Payments avernged about $6 o ton in the case of twelve
major oil companies in Venezuela in 1048

from country to country in the application of this for-
mula with regard to the determination of costs, prices
and profits, the net result has been to increase the rate of
payments to a present range of $3.70 to $5.20 a ton.
The following passages give the terms of payment con-
ciuded with companies engaged in production at present.

The first country Lo conclude an agreement for equal
sharing of profits in the Middle East was Saudi Arabia,
where the principal financial obligation of the Arabian
American 0il Company, according to the 1933 agree-
ment, was the payment of four gold shillings, or its
equivalent, per ton of oil produced. In case of payments
in dollars, there were to be adjustments for changes in
the rate of dollars in terms of the gold sovereign. As a
result of this provision, the exchange rate for the sover-
eign was changed in 1948, by agieement between the
company and the Government, {rom the official rate of
$8.24 to $12 for one gold sovereign, that is, payments
increased from the equivalent of $1.65 a ton to $2.40.
In December 1950, a new agreement was signed, retro-
active to January 1950, under which the Government
of Saudi Arabia was entitled to continue collecting
the royalty of lour shillings per ton on all oil produced,
ot the rate established by the International Monetary
Fund—one gold sovereign equals $8.2d—plus a corpo-
1ate income tax which, together with the royalty, would
turn into the treasury of Saudi Arabia 50 per cent of
the net operating 1evenue of the company. The amount
of net operating revenue was to be determined after
deducting from the gross receipts of the company ali
operating expenditures, depreciation, exploration and
development expenses, and foreign government taxes,
including the United States corporate income tax.®
This agreement increased payments to Saudi Arabia
from the equivalent of about $2.40 a2 ton to about
$4.20, depending on the valuation of products and
the calculation of met operating revenue in 1950/51.
The basis of this valuation has not been disclosed.
Early in 1952, the Government of Saudi Arabia raised
the question of the applicability of foreign government
taxes to the Saudi Aiabian share of profits and also
the question of the sale of the crude oil of the company
to its parent companies below market prices.®' The re-
sults of negotiations on these and other points had not
been announced at the end of 1952,

In Iraq, the concession agreement of the Iraq Petro-
leum Company provided for a royalty payment of four

1 The most striking difference between the profit-sharing
formulas is that in the case of Venezuels, provision is made to
prevent the shere of the Government from falling below 50 per
cent of the profits {sec chapter X of the Venezuclan income tax
law of 12 November 1948); in general in the Middle East the
share of the government may not be abeve that percentage unless
receipts fail under certain specified minima.

3 Potroleum  Publishing Company, Oi and Gas Jeurnal
{Tulsa, Okluhoma), 11 Jasuary 1951

*'Phe parent companies of the Arshian Americen Oil Com-
pany hought crude oil of 36° API at $1.43 a barrel from the lat-
ter, as compared with the pested market price of $1.75 in the
Persian Guli for the same quality of erude oil.
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gold shillings per ton of oil exported, to be paid in
sterling on the basis of the price of gold in Londen on
the day of payment, plus a payment in lieu of taxes
amounting to £60,000 gold {or the first 4 million tons
and £20,000 gold for each subsequent million tons of
oil exported. The concession agreements of the Mosul
Petroleum Company and the Basrah Petroleum Com-
pany each provided, in addition to royalty and tax pay-
ments, for a dead rent of £200,000 gold annually until
regular exports reached a rate of one million tons a
year, plus the right of Iraqg to take up to 20 per cent
of the production of these companies {or local con-
sumption free of charge.

Following negotiations between the Iraqi Govern-
ment and the lraq Petroleum Company, an agreement
was coneluded in August 1950 to increase the royalty
rate from 4 gold shillings to & gold shillings per ton,
retroactive te January 1950, bul no agreement was
reached regarding the exchange rate of the gold sov-
ereign to the pound sterling. As a result of the new
agreement, payments to Iraq under the previous ex-
change rate increased [rom the equivalent of about
81.65 to about $2.45 a ton. In August 1951, alter the
conclusion of the new profit-sharing agreement in Saudi
Arabia and subsequent negotialions in Irag, a new
agreement was announced, retreactive to January 1951,
between the Government of Irag and the Iraq Petroleum
Company, Basrah Petroleum Company and Mosul
Petroleum Company. This was ratified in Febroary
1952 The agreement provided lor another formula for
equal sharing of profits, with profits to be determined
before deduction of loreign taxes, on the basis of fixed
values and costs of petioleum. According lo article 9
of the agreement, the share of Iraqg in profits from crude
oil of Kirkuk quality on the Iraqi-Syrian horder would
amount to 35 shillings sixpence per long ton in 1951,
38 shillings threepence in 1952, and 40 shillings six-
pence per long ton in 1953 and therealter; the corre.
sponding figures on the Persian Gull at Fao would
be 29 shillings 414 pence, 32 shillings 114 pence andl
34 shillings 414 pence per long lon, respectively.
during this period. The fixed value and cost of oil ate
to be adjusted in case of price changes, and in case of a
difference of over 10 per cent between the actual and
the fixed costs of oil production.

In Kuwait, until December 1951 the payments of the
Kuwait Oil Company to the Sheikh consisted of three
rupees per lon of oil, plus four annas per ton in lieu
of taxes; the rate of payment declined from the equiva-
lent of about $0.97 a ton to $0.66 after the devaluation
of the rupee in September 1949. The agreement was
revised by another, concluded on 3 December 1951,
which, in addition to the payment of royalties at the

** Journal of Commerce {New York), 4 December 1851,

* Petrolewm Press Bureau, Petrolenm Press Service (Lon-
don), October 1952 This payment is to be made under an in-
come tax decree issued by the Sheikh of Boalirein on 6 December
1952 (Petrolenm Press Service, January 1953),

previous rate, imposed a new corporate income tax on
the earnings of the company before deduction of for-
eign taxes, so as to bring about an equal division of
profits. On the basis of 1951 costs and prices, payments
to the Sheikh reportedly amounted to the equivalent
of about $3.70 a ton.?*

In Qatar, the 1935 concession of Petroleum Develop-
ment (Qatar) Ltd. provided for a royalty payment of
three rupees per ton ol oil; this amount was apparently
increased to ten rupees per ton in May 1951. Further
negotiations resulted in an agreement providing for
profit-shering on an equal basis; the agreement was
signed and became effective on 2 September 1952.

In Bahrein, the Sheikh received 314 rupees per ton
of oil from the Bahrein Petroleum Company under the
original concession agieement: this amounted to the
equivalent of about $1.05 a ton hefore the devaluation
of the rupee in September 1949. In 1950 the company
increased its royalty payments to ten rupees (about
$2.10) effective from January 1950, and subsequently,
in 1951, another supplemental agreement reportedly
increased payments by an annual lump sum. A new
profit-sharing arrangement was agreed to in 1952 pro-
viding for payment by the Bahrein Petroleum Company
of 50 per cent of its net income from the production
and sale of crude oil produced in Bahrein, effective
from January 1952.* This new arrangement replaced
the previous terms of payment.

In Egypt the Government is entitled to & royalty in
kind on the production of crude oil. The rate of royalty
varies according to the date of the original concession.
It is reported that this rate is 4 per cent {or contracts
signed between 1912 and 1923 with Anglo-Egyptian
Oilfields; 1224 per cent for the 1923 contract with
Egyptian Oil Syndicate; 14 per cent for the 1948 con-
tract with Angle-Egyptian Oilfields; and 1414 per cent
for all contracts with Anglo-Egyptian Oilfields signed
since 1948—in which Socony Vacuum shares half—on
the basis of 14 per cent from Anglo-Egyptian Qilfelds’
share, and 15 per cent from Secony Vacuum’s share.®

OTHER 10CAL EXPENDITURES BY OIL COMPANIES

In addition to direct pnyments to governments under
the terms of concession agreements, oil operations in
the Middle East have resulted in substantial increases
in the demand for local materials and services. For
instance, the local and foreign employees of the oil in-
dustry in the region numbered over 130,000 in 1951;
in 1948/49, there were approximately 120,000, of
whom about 85 per cent were local employees. Since
mid-1951 a large number of former workers in the
Iranian oil industry have been idle. There is little avail-
able information on wage and salary payments or on
expendituies for the purchase of materials by the oil

* Egyptian Gazette, weekly airmail edition {Caire), 21 May
1951,



Chapter 3. Petroleum

62

“uwsrauByy 10} somfy Gp6T FuLpn{on]

“1g6T PUE 1£61 ‘6761 W HOUBQY] Surpniouy
"1661 PUR 6Z6T UT B¥PIOf puB [oBIS] FUIPRIIU] 4
"TCGT PUB LEGT ‘6Z6T UL ULIAG TItM papuu] |
“1E61 PUB GZGT BT oUNSA[R] YIM papnizul,

[EIHSTEIG OS6T-6E6!]

‘sandl GP61 ¢
‘patewnsg ,
‘samndy Arsuinygarg ,

*spon Joxung Suipnjoxs pur vondwnsiod Arauyax Juiprisu] o
SUONEN] PIHUL] 91 §0 9OJ() [ROLSTEIS L1 co) ‘[ sotaas ‘s1odeg
‘sipa [ paaejag w1 seyddng ASsauip plO4 ‘suoteN paItan [aduneg

1TO6'61 106 TFFT 18SP'S 191%1 6.  698'€L €IS 106'9 9%  TBI'E EL9C 9b9y —  LIT'E  68§% Ti0L
808's L2 LZg8 P56 66g'c 81 0z9 19L% 081's 1 £51 920G £15'T  — 8¢t 721 0 doyang,
e o CelL e =T6E —  =L¥E of $62 0c 1€ £Ft Lyt - 001 o T o T quihg
Qmorﬁ —_ Owon.m — cmNN.. v OmNN. —_ n.@ — um M . s . .o I 40 s a ey .ﬁmﬁﬂmh.ﬁ- mwﬁ.—mm
- - - - - - - — S8E 1% 192 L6 <01 - L £e Pt TTott i a0unsaRg
. . e ot 068 _ U ,touEga
613 . 6.2 - e — g _ . . . _ . _ _ . e msny
18 . 18 _ 6 _ 6L _ cee s .. ver een e < uepIof
Mﬂ..vaH —_— %NNTH QN @.—..O?M — Nmm ﬁm .. . - ... .. “ - PR ‘. v .. R et . .UMUN.HWM
956 - 956 o *656 — 630 - GET - 441 £ LL - 0L L R 5]
cEg'e  — 05 SLI HISHF  —  +6EEW  oSLT WGHGT - eSFE'T — a¥6L w= oBBL T Tt T uely
yog'y 0 Ge9v  E¥e WEY 7 ey 8Ll &oe 1 9EL 11e'1 et — €06 epg't T W8y
9e1 — st 1 61 — 181 T 47 - 68 g {74 S 6 R snad4n
el _ 0cL ... 29 %9 _ Wi . . . - cee s .- e w0y
we  — 9k 19 yg¢ — 081 %S $11  — L% .8 ger — 9% 21T -+ -uepng vend&dj-o@uy
v olC 02 w63 S g oL q — . caeee e msUBETY
Loy snf sppudyy v L arulny Apmay  spanf apubiy Aparyy spanf autny
Jiz T A ~23)3 pmig pun 15, -2ap3 piobry pup w0E -3 pmbry Bun 1m0t -aaa pinbyy pup
~oIpAET oo -0PAEf oo ~0pAE] way ~0JpAE] oz} Ljunen
sF56F 056 F LEGF 6661

(siue[Eambe [ros 1SU03 JLIAUE JO SPUBSTIOY)

1861 PU¥ 0861 ‘LL6T ‘6261 "SPHITLO]) Aq ‘zomoJ pue [ong Jo guondmmsuon) pueuy s8015) gg Aqe],



Natural gas and refinery gases

63

companies; in general, such expenses appeared to be
financed from proceeds from the sale of oil for local
consumption, from local currencies acquired through
foreign exchange disbursements and from the sale of
imported goods to workers.

In Iraq, local expenditures by oil companies for
wages, supplies, services and other expenses amounted
to ID 5.8 million in 1951 as against ID 6.4 million in
1949.% Such expenditures in 1949 were roughly esti-
mated at the equivalent of $20 million in Saudi Arabia,
$15 million in Kuwait and $4 million in Bahrein, In
Egypt, wages and salaries of workers engaged in petro-
leum production and refining were estimated in 1950 at
about £ 1 million a year, and those of workers engaged
in the distribution of petroleum products at over £5 2
million annually.®® In Syria, estimated receipts of for-
eign exchange from the oil companies, as a result of
local expenditures and direct payments to the Govern-
ment, were approximately £S5 55 million in 1951—
about 20 per cent over 1950. On the other hand, in
Iran the disbursement of foreign exchange by the oil
company for its local expenditures, which amounted to
the equivalent of 2,240 million rials in 1949/50, 1,795
million rials in 1950/51 and 689 million rials in the
following four months, ended in mid-1951.77

ConsumPTION OF PETROLLEUM WITHIN THE REGION

The development of the oil industry in the Middie
Last has resulted in a great expansion of petroleum
consumption both in quantitative terms and in com-
parison with other sources of energy. Between 1937
and 1951, consumption of petrolenm in the region—
including utilization in refineries and excluding bunker
fuels—increased four and a half times, as compared
with an increase of about 50 per cent for coal and
lignite combined. As a result, the share of petrolenm—
m terms of coal equivalent—in gross inland consump-
tion of coal, lignite, liquid fuels and hydroelectricity
rose from 46 per cent in 1937 to 72 per cent in 1951,
while that of coal and lignite declined from 53 per cent

to 27 per cent in the corresponding period (see

table 38).

Despite the rise in the consumption of petroleum,
per capita consumption of vil in the region remained
comparatively low. In 1950, the Middle East consumed
about 80 kilogrammes per capita (including refinery
consumption and excluding bunker fuels} as compared
with a world average of about 160 kilogrammes,

The rapid increase in the consumption of petroleum
products in the region was due to greater demand,
which resulted from the development of industry, op-
erations of refineries, the mechanization of agriculture
and increasing motor traffic, as well as from the replace-
ment of other fuels by oil in factories, railways and
homes. This trend was encouraged by the abundance of
petroleum supplies and was aided by the extension of
distribution facilities, and also by lower prices of oil
products compared with other sources of energy.?

In 1951, about 17 million tons of petroleum products
were disposed of in the region for local consumption
(including utilization in refineries) and bunkering, In
terms of crude petroleum, this represented slightly
under one-fifth of the region’s output. Total inland
consumption of petroleum products in the Middle East
in 1951 amounted to about 9.6 million tons, compared
with 9.2 million tons in 1950 and 2.1 million tons in
1937.*® Local consumption, excluding utilization in re-
fineries, was 7.4 million tons in 1951—nearly 20 per
cent higher than in 1950 and six times as high as in
1937. Refinery consumption in the region as a whole
declined in 1951 and 1952, because of the shut-down
of the greater part of the Abadan refinery in the
second halfl of 1951. Toial consumption, which was
about 3 million tens in 1950, declined to about 2.2
million tons in 1951, Increasing sea traflic was responsi-
ble for a sharp rise in the demand for bunker fuel in
many Middle Fast posts. Between 1937 and 1951,
bunker loadings increased fourfold, to nearly 8 million
tons, exclusive of marine supplies for the Governments
of the United Kingdom and the United States,

Natural Gas and Refinery Gases

Production of natural gas in the Middle East is asso-
ciated with the production of crude petroleum, usnally
as a by-preduct in the form of “dissolved gas™

* Imternationa]l Monetary Fund, Internationel Financial Sta-
tistics { Washingten, D.C.).

**J. Oman, “Petroleum and our National Lconomy", Egypt
News Bulletin {Cairo), November 1950,

* Bank Melli, Bulletin, Nos. 104 and 111, 122/123 {Persian
text, Tehran).

* In most of the Middle East, prices of petroleum products
arc based on United Stetes prices in the Guif of Mexico area plus
trenspertation from Middle East sources of supply; discounts
are granted in certain cases. In most countries hervy excise du-
ties and local transportation costs tend to raise prices substan-
tinlly and thus affect the expension of consumption. This factor,

Smaller quantities of hydrocarbon gases are also pro-
duced as by-produets in refining. Very little is known
about the actual volume of production, but published

however, has been offset in pert by changes in the price relo.

tionship between petroleum products and other commodities
from the pre-wa: to the postswar period, owing to a smaller in-
erease in the price of the former as compared with that of the
latter in the Middle East as & whole.

*" Duta 1o show consumption by different sections of the econ-
omy are not available.

*® Natural gas is generally combined with petroleum as a gas
in solution, “disselved gas”, and as » gas cap on il reservoirs,
“nssocinted gas”. It is also found in ges reservoirs without appre-
cinble quantities of crude oil, as “non-associnted gos”,
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data on the gas-oil 1atio™ of several oilfields of the
region, together with production figures for these oil-
fields, make it possible to establish the probable order
of magnitude.

The gas-oil 1atios ter major fields range {rom about
30 cubic metres per ton of crude oil in Kirkuk, Iraq
(where the oil produced is unsaturated in natural gas)
and 105 cubic metres in Burghan, Kuwail, to 200 cubic
metres in Agha Jari in Iran and Abgaiq in Saudi
Arabia (1able 39) . There is also a gas field in Iran, at
Pazanun, but the field is shut in. In addition, smaller
quantities of hydrocarbon gases are produced by Mid-
dle Fast refineries; the output of such gases has ranged
between 8 per cent and 15 per cent of total natural gas
production in recent years.

Table 39. Gas-0Oil Ratio in Certain Oilfields

CGas-ail Volume of gas per lon
Counlry and oilficld ratio® of crude oil produced
i melre)
Iran:®
Agha Jari .. ... 165 198
Gach Saran .o 110 133
Haft Kel. . . ‘ 30 96
Masjid-1-Sulaiman .40 48
Naft Safid. . 165 198
Naft-i-Shah . ... 180 214
Irag:
ﬁirkuk a7 31
Krwait:
Burghan . Y 108
Saudi Arabia:
Abqaiq . . 165 195
Dammun . 53 63
Qatif o 80 Qb

Source: Iran Today, an Economic and Descriptive Survey, pre-
pared from official sources for International Islamic Economic
Conference {Tehran, October 1950), page 116; Kirkuk, Dam-
man and Qatif: Food and Apgtieulture Organization of the
United Notions, Near East Resottrces for Production of Syn-
thetic Nitrogen Fertilizers {Washington, D.C.}, 28 June 1949
Burghan: L. G, May, A Discussion of Petroleum Engineering
Problems in the Burghan Field, Kuwait (Third Forld Petro-
Jenm Congress. seetion 11, Flie Hague, 1951), page 700 Ahqaiq:
Petroleum Publishing Company, Oil and Gas Journal (Tulsa,
Okiahoma), 20 December 1951, page 197.

a Volume of gas associated with one unit of volume of petro-
leum produced.

b A gas field in Iran, 2t Pazanun, has a gos-oif 1atio of 3,500/1,
or & volume of 4,170 cubic metres of gas per ton of crude ail
produced.

On the basis of the gas-oil ratios in table 39 and the
output of petroleum from the oilfields listed, the order
of magnitude of gas production in the Middle East may

8t Cusooil ratio refers to the volume of gas associated with a
unit of velume of erude petroleum in production or refining,

22 Production in Iran took place chiefly during the first half of
the year.

" One thousand million cubic metres of natural gas have heen
estimated to huve a value equel to nearly one million tons of
crude oil, and could yield about 2,300 million kilowatt-hours at
prevailing efficiency.

be estimated at about 14,000 million cubic metres
1951, as against about 9,300 million in 1948, In 1951,
about one-half of this gas was produced in Saudi
Arabia, one-filth in Kuwait and one-fifth in Ivan.®® The
estimates given in table 39 are, for the principal fields,
comparahle with those in other oil producing regions,
such as Venezuela; even allowing for a large margin
of error in the figures, the estimates of possible gas
production indicate substantial output.®

There are indications that the Middle East has great
natural gas veserves in the petroleum fields, as well as
gas teservoirs which are probably comparable to those
in the United States.™ The production of natural gas in
the Middle East will increase with the expansion of
¢rude oil output. Technical developments may result in
still greater changes; in this connexion it has been
staled that:

“The greater depth al which new reservoirs will be
found will bring with it the problem of the disposal
of the natural gas which accompanies the crude. At
present the amount of gas produced in the Middle
Fast is relatively small, but a stage may soon be
reached when 15 per cent by weight of the fluid ex-
tracted from the earth may be gas. On this basis, a
natural gas production of some 5,000 million cubic
feet per day [about 51,000 million cubic metres a
year]| is well within the bounds of possibility ™

PRESENT DISPOSAL OF GASES

Natural gas and refinery gases produced in the Mid-
dle Last are largely wasted at the present time by “flar-
ing off”. In Saudi Arabia, for example, the amount of
natural gas produced, saved and sold was about 14
million cubic metres in 1950, compared with less than
0.5 million in 1948,% but the 1950 figure probably rep-
resented less than 0.03 per cent of Saudi Arabian gas
output in this period. In Abadan, Bahrein and Kuwait
small quantities of hydrocarbon gases are utilized in
refineries, but these form only an insignificant part of
the total output.

Natural gas and iefinery gases have many possible
uses, including utilization in the operation of refineries
and oilfield machinery; as fuel in power plants, indus-
tries and homes; as a source of hydrogen in the manu-
facture of fertilizers and as a source of carbon black
and other chemicals. I{ they are not utilized for these
purposes they can be conserved by repressuring.

3 14 was reported that the estimated proven recoverable re-
serves of natural gas in the United States were 5,500,000 million
eubic metres on 31 December 19513 of this, 3,800,000 million
eubic metres were in the form of non-assovisted gas, 800,000
miilion in associated gas, and 900,000 million in dissolved gas
{see American Gas Association, Gas Facts, New York, 1952).

25 1], S, Gibson, president of the Institute of Petroleum, Petro-
loum Press Service {London), August 1952, Explanation in
brackets added.

38 Ayabian American Oil Company, Report of Operations to
the Seandi Arabian Government {New York), 1948 and 1950.
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In the Middle East, flaring off is the usual means of
disposing of gases which necessarily accompany the
extraction and refining of petroleum. No facilities have
been established to permit large-scale utilization or con-
servation of hydrocarbon gases. Since most of the oil-
fields of the Middle Last are remote from the chief
urban and industrial centres, heavy investment would
be required to construct power plants, gas pipelines and
related facilities for utilizing natural gas as fuel or
energy in houses and factories. Moreover, the present
effective demand for gas is limited. It is technically
possible to expand gas consumption in the oilfields and
refineries and by operations requiring large investments
to utilize natural gas in the production of chemicals and
fertilizers but such operations would yield only mod-
erate returns, not comparable with these from usual
petroleum activitiés in the Middle East. In such cir-
cumstances, the last means of disposing of gases, short
of buming, would be to pump them back into the oil
reservoirs and thereby accomplish the dual purpose of
improving the ultimate recovery of oil and of safe-
guarding the gas for future consumption.”®

The laws and concession agreements of the oil pro-
ducing countries of the Middle Fast do not contajn
provisions Lor prevenling wastage or encomaging con-
servalion of this valuable source of encrgy. In the agree-
ments signed by certain Middle Eastern governments
and the Iraq Petroleum Company and its subsidiaries,
natural gas has been excluded {1om the list ol hydro-
carbon products to which are applied the royalty and
tax paymenis provided {or in the concession. In the
agreements coneluded between the Saudi Arabian Gov-
ernment and the Arabian American 0il Company and
the Pacific Western Ol Corporation, it is stipulated that
the oil companies will pay one-cighth of the proceeds
Lrom natural gas “produced, saved and sold”. In Iran,
according to the 1933 agreement with the Anglo-Tranjan
Oil Company, royalty and taxes were paid only on
“petroleum sold for consumption in Iran or expoerted
from Iran”; the term “petroleum”™ was defined to in-
clude natmal gas. Thus. all these agreements excluded
any payment of 1oyalty and taxes on natural gas which
was {lared ofl.

PROPOSALS FOR UTILIZATION OF NATURAL GAS
AND REFINERY GASES

The problem of how to use the tegion’s nalural gas
has received incicasing attention recently and plans
are being considered for its ulilization and conserva-
tion on a large scale. One project being studied by the
Arabian American Oil Company provides for a large-
scale repressuring programme. The project would cost
""In the Uniled States, the total amount of natural gas pro-
duced between 1900 and 1950 was estimated at about 3,255,000
million cahic metres, of which about 510,000 million were used
for repressuring and will therefore be available {or recovery for
later use {Ayres and Searlett. Energy Sovrces—The Weallh of
the World, New York, 1952}

approximately $20 million, and invelves the return of
more than 1.600 million cubic metres yearly to Abqaiq
reservoir in Saudi Arabia.® In Kuwait a plant is being
buill to distil fresh water {rom the sea, utilizing natural
gas from the oilfield as the source of heat and power."

A number of proposals have been made for the util-
tzation of natural gas. One of these is a project for
building a gas pipeline [rom Iraqi oil and gas fields to
Paris. The pipeline would be 2,500 miles long and
would have an initial capacity of 14 million cubic
metres a day—ahout 5,100 million cubic metres a year.
It has been estimated that it would require an invest-
ment of 5425 million. By this means natural gas could
be delivered to most of the consuming centres of Europe
through the construction of branch lines. An additional
nvestment of $350 million for building a parallel line
would double its thioughput capacity,*®

In 1949 a study by the Food and Agriculture Organ-
ization of the United Nations'* concluded that:

“The most important raw material for the fixation
of nitregen in the region is an abundance of by-
product natural gas obtained from the production of
ciude oil. This gas is now being burned owing to
lack of markets {or it Were this gas utilized for the
fixation of nitrogen, there is sullicjent quantity now
being wasted to about double the present world
production of nitrogen fertilizer.”

To make the region self-sufficient in respect of nilro-
gen fertilizer, FAO experts recommended the estahlish-
ment of plants in Egypt, Saudi Arabia and Lebanon in
order o supply. al the initial stage, approximately
200,000 tons of nitrogen fertilizer annually. One such
plant, completed in 1950 at Suez, Egypt, has an annual
productive capacily of 200,000 tons of calcium nitrate
(32,000 tons of fixed nitrogen) and uses refiner v oos
as raw material.

A mission of the International Bank for Reconstruc

¥ Petroleun Publishing  Company, Oil and Gas Journal
{(Tulsa, Oklahoma), 27 December 1951. The gus injection
method is widely used in Venczuela, where the cost of injection
amournls to between $3 and $1.75 per thousand cubic metres of
gas pumped in See slse Venczuels Ministry of Mines and
Hydrecarbens, National Petrolenm Conyantion {Carzcas, 1950) .

* Lord Kinress, The Listener (London), 11 September 1952,

* Bechtel International Corporation, Natural Gas Supply for
Lurope (Sen Francisco, March 1951). It was estimated that the
delivered cost of gas would be ahout 32 cents per thousand cubic
feet, of which 3 cenls would represent purchase price, 22 cents
transmission costs by the major line and 7 cents branch-line
trassmission costs (on the basis of & daily delivery of 500 million
cubic feet of gas and amortization over a peried of twenty years)
Such cosls weuld be substantially below the prevailing rate for
equivalenl manufactured gas in Furepean countries.

" Near East Resources for Production of Synthetic Nitrogen
Ferdilizers (Washington, .C), 20 June 1049, When this report
was published, world produetion of fixed nitrogen, exclnding
thal of the Union of Soviet Secialist Republics, was 3.3 million
tons (1948/4%). which increased 1o 4 million tons in 1950/51. In
the corresponding period, hydrocarbon gas production in the
Middle Fast prohably increased by about two-thirds.
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tion and Development which went to Iraq in 1951 rec- almost totally wasted. The mission recommends there-
ommended utilization of natural gas from the Kirkuk fore that early consideration be given to the erection,
fields. Its report® stated that in Iraq: near Kirkuk, of a plant which, using natural gas and

aypsum as raw materials, would be capable of pro-
ducing annually 500,000 tons of ammonium sulphate
fertilizer, 100,000 tons of elemental sulphur, 10,000
e tons of carbon black and 800,000 tons of cement.”

“ International Bank for Reconstruction and Tevelopment, The cost of this plant was estimated at about 25 mil-

Economic Development of Irag (Johns Hopkins Press, Balti- . o,
more, 1952). lion Iraqi dinars.

“The largest and perhaps the most promising in-
dustrial possibility lies in the utilization of the nat-
ural gas produced in conjunction with oil and now
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PRICES

General Aspects

During 1951 and the first months of 1952, cost of
living indices showed a moderate upward trend in all
Middle East countries for which statistics are available,
except in Israel where they rose sharply and in Lebanon
where they were stable (table 40). From the first six
months of 1951 to the corresponding period of 1952,
the cost of living inereased by less than 10 per cent in
Egypt, Turkey and Iran, a little less than 15 per cent
in Iraq and Syria and 44 per cent in Israel. Although
prices in the Middie East increased during 1951, theix

level at the beginning of 1952 was generally not much
higher, and in some cases was lower, than in 1948 and
in 1949 since, in spite of repercussions from hostilities
in Korea, prices had decreased in many countries of
the region during 1950. The main exceptions were coun-
tries which had devalued their currencies following the
devaluation of the British pound in 1949, In Iran, Irag,
Lebanon and Syria, the cost of living in 1951 was
below its 1948 level. In most countries prices tended to
level off or decline in the latter part of 1952,

Table 40. Indices of Cost of Living and Wholesale Prices, 1949 10 1952

(1948~ 100)
19851 1952
Country and ilem 1949 1950 FPull First Second  Third  Fourth First Seeond  Third
year quarler  guarler  guarler  quarler quarter  querler  quarler
Anglo-Egyptian Sudan:
ost of living. . ...... ... .. 106 107 128 117 125 130 141 148 149 153
Wheolesale prices. ... .. . .. 104 114 134 128 132 136 139 152 146 150
Cyprus:
Cost of living». ... ... .. . 103 116 110 113 120 121 120 122 120
Egypt:
Cost of living. ... ... ... ... 99 104 114 112 113 114 116 117 115 118
Wheolesale prices. .. .. ... ... 94 104 116 117 116 116 116 121 114 111
Iran:
Cost of Bving ..... ... ... .. 109 89 93 93 94 93 96 98 103 100
Wholecale prices... . ... ... 93 79 89 90 87 85 a1 93 91 92
Irag:
gost ofliving . .. . . .... 80 73 78 76 75 77 83 a5 85 83
Wholesale prices ... ... .. B3 a5 93 94 92 90 97 102 99 95
Israel:
Costof ivingd. .. .. ... ... .. 97 90 o8 93 96 98 105 122 150 165
Wholesale prices. .. ... . ... 97 83 3 84 87 91 101 127 153 168
Lebanan:
Costof living ... . .. . ... 04 87 94, 95 94 92 95 97 95 2
Wholesale prices.. .. ... ..... 82 76 95 99 97 92 95 92 a7 84
Syria:e
Retail prices. .. . ... ........ 100 85 99 95 93 99 109 110 106 101
Wholesale prices of food . . . 100 83 103 97 94 104 116 121 12] i
Turkey:
Costofliving............ . . 1i0 104 103 103 101 162 104 107 109 109
Wholesale prices ... ... .. ..... 108 97 103 108 1M 98 104 105 105 102

Source: United Nalions, Monthly Bulletin of Statistics; for
Syria: Ministry of National Economy, Nashrat-el-ifisaat-el-
shahriya (monthly bulletin; Pamascus) .

* January 1950 == 100,
b September 1951 = 100,
© 1949 == 100.
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Thus prices in Middle East countries have fluctuated
during the past two or three years, but these fluctuations
were within a relatively narrow range, so that the over-
all picture of cost of Hving movements in recent years
remains one of relative stability for the region as a
whole, the main exception being Istael and, to a some-
what lesser extent, the Anglo-Egyptian Sudan. Price
movements hetween 1948 and the first months of 1952
tended, to a certain extent, to compensate for earlier
discrepancies in the rate of price increases that had
appeared during the war and the immediate post-war
period among the various countries of the region, as
the dislocations caused by the war were practically
overcome., While it is not possible to give a quantitative
measure of this trend, since the results would differ
according to the year chosen as the pre-war basis, it
would appear that the relationship of prices among the
countries of the region was nearer to the pre-war situa-
tion in 1952 than in 1948°

One of the main factors tending to raise prices in the
region during 1951 and the beginning of 1952 was the
increase in prices of imported produets; this was
greater than increases in internal prices in countries
for which information is available. For example, in

Egypt, prices of imporied products {not controlled}
increased by 34 per cent between June 1950 and Decer-
ber 1951, while prices of locally produced and con-
sumed items {not controlled) increased by only 5 per
cenl. This trend was accentuated by the depreciation of
the currency in Israel at the beginning of 1952; in
Iran indices of prices of imported products averaged
89 in 1950 and 106 in 1951, reaching 119 during the
second quarter of 1952 (1948=100). Increased invest-
ment in Syria, where capital was used to extend the
cultivation of cotton, and in oil producing countries,
such as Iraq and Kuwait, where more funds became
available from the 1ise in payments by oil companies,
may also have exerted pressure on prices.

Another factor which stemmed from international
trends and which contributed to the rise, was the in-
crease in prices of raw materials up to the end of 1951;
this increase expanded the revenues aceruing from ex-
ports in most countries of the region, The influence of
this factor was, however, rather limited except in coun-
tries like Egypt and the Anglo-Egyptian Sudan. Whale-
sale prices of raw materials increased much more than
general wholesale prices and the cost of living in these
countries for which data are available {table 41).

Tahle 41. Indices of Wholesale Prices of Raw Materials in Selected Countries,
1949 to 1952

{1948 = 100)
1452
Ceunéry and tlem 18549 1954 1954
First hatlf Second half

Anglo-Egyption Sudan:

Wholesale prices of xaw materials. 95 114 163 176

Whiolesale prices {general) ‘ 104 114 134 149
Lebanon:»

Wholesele prices of raw materials .87 100 144 114 106

Wholesale prices {general) . 109 100 126 118 1i1e
Syriaze

Wholesale prices of raw materials . 100 112 136 123 1174
Turkey:

Wholesale prices of raw materials. . . . 104 94 114 110 1074

Wholesale prices (general) . Cee.o.. 108 97 103 105 1024

Source: United Nations, Monthly Bulletin of Sta-
tistics; for Syria: Ministry of National Tconomy,
Nashrat-el-ihsaat-el-shahriya {Damascus),

W 1950 = 100,

Budgetary deficits occurred in most countries of the
region. While their order of magnitude was, in 8 nam-
ber of cases, similar to that of the previous year, they

' On the basis of 1939 == 100, cost of living indices for 1948
and the first six months of 1952 were:

Couredry 1848 1952
Lgype 281 a5
{ron e e 910 042
{ruq. . . . o7 572
Israel. .. . KR 487
Labunon 492 478
Turkey J41 369

The countries (Egym, Tsrael and Turkey) in which prices had

* Five months only.
® 1949 == 130
! Four months only

were higher in other countries, such as Isvael and Iran,
where they contributed to the upward trend of prices.

These various pressures on prices were oflset to 2
varying degree by the supply situation which was,
generally speaking, relatively satisfactory. The output
of 1951 crops was exceptionally good in Turkey. In
other countries, such as Israel, Jordan and Syria, the

risen least by 1948 showed a further rise between 1948 and 1952;
conversely, two of the countries which had registered the high-
st rise by 1948 (Irag and Lebanen) showed a decline between
1648 and 1952 The dispersion of prices thus decrensed
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agricultural situation was less good, but exports of
foodstufts were reduced and large import surpluses
were maintained or increased during the second half
of 1951 and the beginning of 1952, Industrial activity,
which showed an over-all increase in most of these

counlries, does nol appear to have heen of sufficient im-
portance to have had a definile eflect on the general
level of prices. The paragraphs which follow deal with
those aspects of the situation which had a particular
hearing on prices in each country.

Priee Trends in Individual Countries

AFGHANISTAN

During the period {ollowing the outbreak of hostil-
ities in Koren, prices ol wheat, sugar, clothing and
other consumer goods in Alghanistan rose rapidly, and
it was reported that prices were at a level about eight
to nine times as high as in pre-war years. This increase
in prices, as well as the need to attract foreign invest
ment and facilitate exports, led to devaluation of the
Afghonistan curreney, which was announced at the
beginning of 1952 by the National Bank of Afghan.

istan,®
ANGLO-FEGypTiaN Suban

In the Anglo-Egyptian Sudan, prices inereased con-
siderably in 1951, and the cost of living index in the
first quarter of 1952 was 26 per cent above its leve! in
the fixst quarter of 1951. This increase was principally
due, as was the case in Egypt. 1o high prices of cotton,
resulting in large export surpluses. The export surplus
amounted 1o £E 22 million in 1951 as against £E 6 mil-
Hon in 1950, that is, three and a half times the surplus
of the previeus year.

Ecyey

Prices rose conlinuously in Egypt in 1951 and alse
at the beginning of 1952, but at an increasingly slower
rate. The cost ol living average in the first six months
of 1952 was 3 per cent alove the coriesponding period
in 1951, while the average for all of 1951 had been
about 9 per cent above that of 1950. Prices tended tn
decrease from the second quarter of 1952,

In 1951 the main laclor tending to an increase in
prices was the pressure ol high colion prices, stimnlated
for several years both by increased demand and by the
fact that Egyptian cotlen was sold in a currency other
than a hard currency. The rise in prices for Egyptian
cotton was thus distinetly shaiper than Ior eotton seld
ir dollars. Another important factor was the increase
in prices of impoited products, whick largely exceeded
that of locally produced and consumed commodities,
at least as regards products whose prices were not con-
trolled.® Indices of suclk articles are shown in the fol-
lewing table (August 1949=100):

* Dawn (Karachi, Pakistan), 10 Tanuary 1952, quoted in In-
ternationzl Monetary Fund, International Financial News Sur-
vey, T March 1952

* National Bank of Egypt, Economic Bulletin, Na 1 {Cairo,

1952). Non-controlled arlicles are defined as “these where gov-
ernment centrel, if exercised, is only in respect of profits”

June December
Figm 1950 1951
Imported articles (not  con-
trofled) o . . 100 134
Locally produced and consumed
articles {not controlled) 112 118

The slowing down of price increases at the end of
1951 and beginning of 1952 was due chielly to the fall
in both value and volume of cotton exports. For the
first five months of 1951 the Egyptian balance of trade
showed an export surplus of £E 17 million compared
with a deficit of £E 30 million in the same period in
1952. Moreover, the dala indicate that the rate of invest
ment no longer increased, and may have decreased.
Preliminary figures [or 1952 showed decreases in the
number of building permits, in amount of timber im-
ported and in cement production, reflecting a decline
in building activity. A slowing down of investment
took place likewise in the case of investments financed
through the budget: the ameunt spent for new projects
was LI 303 million less than was allocated in the
fiscal years 1946/47 to 1948/49. LE 20.7 million less®
in each of the next two fiscal years, and in 1950/51
actual expenditure on new work was only 17 per cent
of tolal budget cxpenditure as against 20 per cent the
previous year. Pressure on prices was also counteracted
by government price subsidies, which reached $E 19
million in 1951, and by the government price-fixing pol-
icy. The deficit in the budget of 1950/51, however, did
nol exceed L1 5 million, which was of the same order of
magnitude as the preceding year's.

Industrial production did not seem to exert a great
influence on prices except in certain fields such as tex-
tiles, where stocks increased and enterprises had to
reduce prices by about 10 per cent during the second
quarter of 1952. The insulficient food supply from do-
mestic production was compensated by large imports.

Inan

[ranian prices, which had declined since 1949, began
to inciease at the end of 1950 and the beginning of
1951, Between 1950 and 1951, wholesale prices rose by
13 per cent, the cost of living less than 5 per cent, but
the lalter rose more rapidly during the winter of
1851/52. Tor the first six months of 1952 the cost of
living was about 9 per cent higher than in the corre-
sponding period of 1951, and retail prices of major

C1bid
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consumer comumodities, such as sugar, fat and cigarettes,
increased greatly.

During the first part of the period undex review, the
effects of the stoppage of payments by the oil company
and the relatively satisfactory agricultural situation off-
set 1o a large extent the pressure towards a rise in prices
resulting from increased exports and stationary or de-
clining imports. Payments made by the company for
royalties and local expenditures, which had represented
ahout one-tenth of the national income, were only par-
tially replaced by the proceeds of direct sales of oil to
the public. During 1ecent years, 15 to 20 per cent of
total budgetary expenditure had been financed by direct
payments of the petroleum company to the Government.
The customs revenues from impoits financed by for-
eign exchange obtained from oil activities and the Gov-
ernment’s receipts from resale at a premium of foreign
exchange certificates constituted other important
budgetary resources which disappeared following the
dispute on nationalization. These were only partiaily
replaced by drawing on 1eserves and on coveiage of
the national currency and by issuing government
bonds;5 and credits for carrying out the seven-year plan
were sharply reduced. Oil revenues were originally in.
tended to constitute 54.2 per cent of the total receipts
from December 1950 to May 1953 in the seven-year
plan budget. Demand was thus weakened at the same
time that supply was relatively abundant, owing to the
good crops of 1950/51 and existing large stocks of
imported goods.

The stagnation that resulted from this set of circum-
stances was somewhat alleviated by the effect of mone-
tary and trade changes, especially at the end of the
period. Exports increased during the last two years,
under the stimulus of the international situation, and
also of internal factors such as improved credit facili-
ties granted to exporters, and above all higher rates
for certificates of exchange. These 1ates, which were 7.5
to 16.25 rials for one dollar in early June 1951, were
raised to 35.25 1ials in January 1952 and 48 to 48.5
rials in September 1952.° It was estimated that in
1951/52 the value of exports increased by 23 per cent,
as compared with the previous year, while imports de-
creased by 21 per cent,” in spite of the drawing on for-
eign exchange reserves, owing to the disappearance of
exchange resources from the oil company and to a
shortage of dollars resulting from the cancellation of
the 7 September 1951 agreement with the Bank of
England 1elative to conversion of sterling into dollars.
At the end of 1951, a decree restricted the types of im-

8 The foreign exchanpe drawn from government and Bank
Melli resources amounted to $62 million between 20 March 1951
and 20 Mareh 1952, and by August 1952 another §9 million was
utilized ; a part of these funds wos beught from the International
Menetary ¥und. The government bonds sold by the Treasury
amounted to nearly 500 million rials by April 1952,

¢ Internationz! Monetary Fund, International Finencial Stg-
tistics (Washington, D.C.), November 1952, These rates for

ports to thirty-six, except when special permission was
obtained. The unit value of imports increased in spite
of the decline of prices on world markets, because of
the higher rates for certificates of exchange, thus con-
tributing to the upward trend of internal prices.

Inag

Prices in Iraq declined from 1948 to 1951, and then
rose considerably. From 1950 to 1951, the cost of living
increased by 7 per cent and wholesale prices by 10 per
cent. During the second quarter of 1952, in spite of a
decline in textile prices, the cost of living was 13 per
cent above its level in the corresponding period of 1951.

The leading factor in this price increase was the in.
adequate supply of foodstuffs; the increase in prices of
imported basic products and investments in the Wadi
Tharthar project may also have contributed to it. The
Government in 1951 introduced measures to combat the
high cost of living, prohibiting exports of certain food-
stuffs and grains and taking steps to regularize supply
and prices through such means as buying sugar, tex-
tiles and drugs abroad, and selling them on the domes-
tic market.

ISRAEL

In lsrael the situation regarding prices was fluid in
1951/52. Up to then, as a result of the “austerity
policy”, pressures on prices had been to a large extent
contained. At the end of 1951 and at the beginning of
1052, factors tending to increase prices prevailed. The
new cost of living index reached 107 in December 1951
and 157 in June 1952 (September 1951==100). During
the last months of 1951 and the beginning of 1952
there was speculative investment in durable goods and
a marked depreciation of the value of the Israeli pound
on the free market. The main factors which contributed
to the inflationary pressure during 1951 may be sum-
marized as follows.

The rate of immigration was extremely high in 1951,
with 174,000 immigrants admitted, in addition to which
must be counted the natural growth in population. This
total population increase of about 14 per cent could not
be accompanied by an expansion of production of simi-
lar magnitude. In September 1951, the Finance Ministry
estimated that industrial and agricultural production
had increased by 80 per cent since the establishment of
the State, while the population had more than doubled.®
This discrepancy was not diminished in the second part
of 1951, since climatic conditions severely reduced agri-
cultural output and industrial production was somewhat
hindered by various shortages, in particular the irregu-

exchange certificates are in addition to the basic official rate of
325 rials per dollar.

T Computed from figures given by Bank Melli on the amount
of eredits opened in banks in Iron, or hills received by them,
for imports.

® Fewish Agency for Palestine, Israel Economic Horizons (New
York), September 1951,
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larity in supply of raw materials. At the same time, the
effort to improve productive capacity resulted in in-
creased capital investment, the immediate effect of
which was to expand the income distributed without a
counterpart in consumer goods. Investment exceeded
£1 150 million in 1951, an amount which was estimated
lo represent approximately 37 per cent of national in-
come, as against 33 per cent in 1950 and 25 per cent in
1549.° Moreover, an important part of revenue had to
be diveried to natienal defence expenditure.

The inflationary pressures arising from these various
factors were only partially offset by the large import
surplus which developed, in spite of increased exports,
in the latter part of 1951. Tor 1951 as a whole, the
balance of trade deficit reached LI 106 million as
against £1 89 million the previous year; imports in-
cluded a high percentage of capital goods and thus
could not entirely remedy the shortage of consumer
goods, It was estimated that, “calculated per head of
population . . . available supplies—both local and im-
ported—were 20 per cent lower in 1951 than in 19477,
The balance of payments deficit, by its magnitude and
lendeney to inciease, seemed in the later months of
1951 to reflect an inadequacy on the part of the Israel
economy, in its present form, in respect to exporling
sufficient goods to cover its required imports, and a dis-
crepancy between its current produoctive capacity and
the standard of living of its population.

Measures taken during the summer and autumn of
1951—such as the strengthening ol quantitative credit
controls, as well as stiicler rationing, price fixing and
control of prices—proved insufficient. At the heginning
of 1952, the Government took a series of drastic meas-
ures, in order to stop inflation and prevent ils recurrence
without sacrilicing the economic development of the
country. The mair steps were the following.

The Government presented to Parliament an ordinary
balanced budget, including defence appropriations,
which in previous years had been in a sepaiate budget,
not financed by ordinary resources, and presented also
a development budget halanced without issuing addi-
tional Treasury hills and land bonds. Fiscal relorms
were incorporated in the budger,"

Multiple rates of exchange for the Israel pound were
fixed on 13 February 1952: the official rate of $2.80
per pound was retained for essential imports in erder
to alleviate the impact of the reform on the poorer sec-
tions of the population: a rate of $1.40 per pound was
applied to less essential goods, transfers of funds by
national inslitutions and monetary exchanges by tour-
ists in Israel; the rate of $1 per pound was applied to
all other imports and to most exports, as well as to in-
vestors bringing their capital to Israel.

®Israel Office of Information, Four Years of Israel's State-
hood : Israel’s Economy, April 1952,

AL Ater, Principal Assistant to Minister of Fconomies,
Israel and the Middle Ease (Tel Aviv), January-Apri} 1952

The bank-notes issued in 1948 by the Anglo-Pales-
tinian Bank ceased to be legal tender on 9 June 1952,
being exchanged for new notes issued by the Bank
Leumi Le Israel. Ten per cent of the value of five-pound
notes and higher denominations and of bank deposits
exceeding £ 50 was subject to a fifteen-year compulsory
non-negotiable loan bearing 4 per cent interest. It was
announced that a special levy on property would be im-
posed to ensure that all property holders would share
the burden of the compulsory loan,

The principle was put forward and first measures
taken to ensure that the level of prices should hence-
forth be fixed by taking more {ully into account the
productivity of the most eflicient enterprises in each
industry and that the level of salaries should be deter
mined by establishing a more direct relation between
remuneration and output. A productivity council was
established, to function under the auspices of the Gov-
ernment, with the Manufacturers’ Association and the
Federation of Labour participating.!®

Furthermore, rationing and price contro] have been
relaxed, with the aim of re-establishing competition
wherever possible, lowering government expenditure
on controls and subsidies and encouraging productivity
by unrestricted sales of consumer goods. To these
measuies, which together form the “new economic
poliey”. should be added the effort to slow down the
flow of immigration, announced in November 1951 by
a Jewish Agency statement that a selective screening
programme would be put into effect.

It is too early to atlempt to evaluate the results of
this palicy; to carry out some of the means of applica-
tion will obvieusly require time, as in the case of the
replacement of the “cost-plus™ system by the “efliciency”
criterion in fixing prices. Most of these measures, such
as those aimed al altracling toreign investments, can
not have {full eflect immediately. Finally, many adjust-
ments are unavoidable; for example, during the first
four months of 1952 cost of living allowances had to be
revised three times as prices increased. A new grant.in-
aid f1om the United States was received.

Some favourable symptoms have appeared recently.
The number of immigrants was distinetly smaller in
1952 than in 1951, not exceeding 23,370—less than
one-seventh of the number in 1951, The restictions
on credit became more elfective in the petiod following
devaluation, as prices rose and enlerprises required
larger working capital, especially since devaluation
profits on stocks were taxable. The rate of increase in
prices tended 1o slow down during the summer of 1952,
and it was possible to put at three months the minimum
interval of time between salary readjustments, as
against one month before. But on the whole it still could

! See chapter 5 on public finance.

* Speech by the representative of Isracl in the Second Com-
mittee of the General Assembly, 1952,
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be estimated that “the expected continued inadequacy
of imports for some time to come, resulting from the
severity of the balance of payments position in the State
of Israel, will of necessity make {or further highly in-
flationary pressure, This pressure will be aggravated by
a continued, even though sharply reduced, flow of immi-
gration and by continued high development and defence
expenditures . . . The solutions to the inflationary prob-
lem . .. must be sought in expanded production for
home consumption and for exports”.}?

LEBANON

In Lebanon, internal prices were influenced by inter-
national commercial trends to a greater extent and with
greater tapidity than in most other countries of the
region, owing to closer dependence on foreign trade.
Wholesale prices 1ose and, Lo a lesser extent, the cost of
living after the outbreak of hostilities in Korea; from
the middle of 1951 wholesale prices showed a down-
ward tendency, except for food products, while the cost
of living remained rather stable during 1951 and the
heginning of 1952. The break-up of the customs union
with Syria on 14 Mareh 1950 contiibuted to the high
cost of food products during the entire period.

SyRia

From the middle of 1950, prices in Syria, which had
declined during most of the post-war period, began to
rise. From 1950 to 1951, wholesale prices of food in-
creased by approximately 25 per cent and retail prices
by 16 per cent. This increase was due to several factors,
which contributed successively either to maintaining it
or to amplifying it. A first factor was the expansion in
exports, which exceeded imports during the last quarter
of 1950 and the first quarter of 1951 by £5 36.3 million;
this was the first time in post-war years that an export
surplus had occurred. It was due in large part to high
prices of wheat, cotton and wool on foreign markets.
Another factor was the large increase in the amount of
capital invested in cotton growing as a result of the
boom in cotton in the spring of 1951. During the rest
of 1951 and the beginning of 1952, expoits decreased,
an import surplus reappeared, investment in cotton be-
came more cautious, and building activity tended to
slow down, But prices kept on rising, owing mainly to
poor grain crops in 1951. The increased prices of im-
ports, which were one of the effects of hostilities in

1 Ropenue Administration and Police in Israel {(ST/TAA/K/
Israel/1), report prepared for the Government of Israel by an
expert appointed by the Technical Assistance Administration of
the United Nations.

Korea and which were in some cases a consequence of
the break in the customs union, contributed to the in-
crease during most of this period.

In the spring of 1952, prices of food, raw materials
and local manufactures showed a tendency to decline.
This decline was mainly due to good crop prospects,
the decision by the Government Lo compe! producers to
sell wheat to the Government al a price of £3 230 per
ton—one ton for each two tons exported—which en-
couraged producers to sell wheat in the domestic mar-
ket, and the steady import surpluses connected with the
change in the international economic situation. At the
same time, industrial production increased, especially
in the cement industry and textiles.

TuRrKEY

In Turkey the cost of living in 1951 was slightly be-
low the 1950 figures, which were themselves under the
1949 level. While the cost of living showed a tendency
to rise at the beginning of 1952, being for the first six
months 6 per cent above the index of the corresponding
period of 1951, it was on the whole remarkably stable
during the period under review. This was also true in
the case of Lthe general index of wholesale prices, which
increased moderately at the end of 1950 and the begin-
ning of 1951, and which in early 1952 was at almost
the same level as one year earlier owing to a decrease
in prices of textiles, leather and hides, and other raw
materials,

At the beginning of 1951, under the impact of Korean
hostilities, wholesale prices of raw materials increased
sharply, being for the full year 21 per cent above the
1950 level. Other factors tending to increase demand
were the admission to Turkish territory, mainly during
the latter part of 1950 and 1951, of 250,000 people
from Bulgaria who had to be provided with food, cloth-
ing and housing; the high level of investments; and the
increase in unit value of imports. These various factors,
howevey, did not produce any marked inerease in whole-
sale prices o1 cost of living, as they were largely offset
by the effects of extremely good crops, especially in
1951, coupled with a gieat increase in imports in 1951
and the beginning of 1952, Import surpluses were
£T 211.0 million in the first six months of 1952 as
against £T 48 4 million in the corresponding period of
1951. While an increased part of these imports con-
sisted of capital goods, imports of consumer goods also
rose. The action of the Government during the whole
period contributed to stability of prices: a ceiling was
imposed on selling prices of raw materials, and pur-
chasing and selling prices were controlled.
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PUBLIC

The budgetary and fiscal policies of the national gov.
ernments of the Middle Last are of especial significance
in the economies of their countries, In general, munici-
palities constitute the only form of local government,
and their financial administration is either directed by
the central government or tightly supervised and con-
trolled by it. The tax jurisdiction of local governments
is limited to the assessment of cily property taxes, cer-
tain minor duiies and licence fees, and Lheir expendi-
tures consist of outlays for city functions only, with
Httle or no control over education, health and welfare
services. Moreover, the financial impertance of the
national government is accentuated by large govern-

FINANCE'

ment land holdings and, in some countries, notably
Afghanistan, Iran and Turkey, by the expansion of
government functions into industry, commerce, bank-
ing and other felds. Similarly, because of the absence
or inadequacy of private educational and health insti-
tutions, social services have been limited largely to
those which the natienal government has provided, and
these have heen fairly uniform throughout each country.
In Israel, however, non-governmental agencies, such as
“National Institutions”, conduct financial transactions
of great magnitude, such as financing immigration costs
and providing welfare services.

Recent Trends

Expanding expenditures in post-war years reflected
to a Jarge extent the progressive adjustment of national
budgets to the higher price levels which resulted from
war-time inflation. Government expenditie in the post-
war period increased in real tems, while the increase
in government appropriations during the war had not
kept pace with the rise in prices. Expansion of the de-
velopment aclivities of the governments, together with
an increase in social services and in military expendi-
ture—which remained at & high level in some countries
and increased quile steeply in others—required spend-
ing beyond the actual revenues of the governments.

During the post-war vears the rise in government
outlays was met in Egypt, Iraq and, to 2 lesser extent,
in Syria by surplus {unds aceumulated during the war.
In Israel and Tuerkey deficits were covered by borrow-
ing and by hnancial assistance [vom abroad. In 1ecent
years, and especially since 1950, increased oil revenues
in Bahrein, Iraq, Kuwait and Sandi Arabia have pro-
vided sizable {unds for the hpancing of government
development projects. In Iran, following the nationali-
zation of the oil industry, the revenue {rom oil was cut
carly in 1951 and this cauvsed further deterioration in
the countiy’s financial situation. Attempts have been
made recently lo meel its financial dillicelties by use of
reserve funds, by domestic borrowing and by levying
new taxes and increasing the eficiency of tax collection

P Prepared by the Fiseal Division of the United Nations
Department of Economic Affairs In this section emphasis is on
fiscal matters directly related to vconomic development in the
post-war vears. For fulier discussion see the following United
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In Egypt, the Government substantially reduced the
deficits of 1948 and subsequent years by not spending
the {ull amounts appropriated [or defence capital out-
lay.

Reorganizalion of government vevenue systems has
assumed high urgency in public finance policy during
the post-war yez1s. There has been a growing awareness
of the monetary and inflalionary implications of
budgetary deficits. Remedy has been sought in inereas-
ing tax revenues vather than in decreasing expenditures
since a high level was deemed necessary to finance the
expanding scope of government services. Furthermore,
attempts were made lo improve equity aspects of the
tax structure and to adjust taxes to the requirements of
economic development.

Fiscal activities in recent years have been eoncerned
principally with (e} reorganization of the tax structure
with the objective of increasing yields, improving the
distribution of the tax burden and giving more flexi-
bility to taxation; (b} introduction of measures to im-
plement government economic policies by encouraging
developntent and maintaining price stability.

TAX MEASURES

Reorganization of the tax structure, and particularly
progressive taxation of land and of income derived

Nations reports: Pablie Finance Information Papers, Egypt
(ST/ECA/SER AL 1950Y: fran, (ST/ECA/SER.A 4, 1950)
Irag (ST/BECA/SER.A S, 1951); also the fortheoming publics-
tion. Revenwe Administration and Policy in Israel. Sce also
Ulnited Nations, Statistical Yearbooli. section on public finance.
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from agricultural production received prime considera-
tion in most countries of the Middle East, especially in
Egypt, Iran and Lebanon. In general, the gountries of
the region have attempted to increase the yield from
direct taxes and to avoid increased consumption levies,
which had constitnied the mainstay of government rev.
ente, Such reorganization was also considered desirable
in the interest of social equity in the distribution of the
tax burden, a matter which acquired a higher degree of
urgency alter the experiences of the war-time inflation-
ary period. A number of countries of the Middle East,
one after another, replaced their existing income taxes,
mostly fees on occupations, by a system of progressive
taxation, some on a schedular and some on a global
basis, with inclusion of minimum exemptions and
dependency allowances. In Israel, the inflationary trend
had somewhat impaited the equity features of the in-
come tax. For this reason a start has been made towards
a complete revision of the tax structure, which alse in-
volves stiengthening indirect taxation. In conjunction
with the recent currency devaluation, a number of
corollary measures have been introduced.

However, despite the lepislative measures taken in
these countries, the tax revenues have not come up to
expeclation and, except in Israel and Turkey, direct
taxes have not yielded more than a small fraction of tax
revenues. Increasing consideration is being given to
reform of tax administration and collection, which has
been partly hampered by the scarcity of trained tax
officials.

Another weakness which has impeded the smooth
functioning of fiscal systems has been their lack of
flexibility in the [ace of price fluctuations. Most tax
levies have been in the form of fixed sums of money,
and ad valorem taxes have been very limited. In times
of 1ising prices, government revenues have remained at
the same level, while higher expenditure was necessary,
and when prices were declining the tax burden in-
creased. As a corollary to the rise in prices of imported
and domestic consumer goods, the level of per quantum
tarifls and consumption taxes has declined in real terms.
Consequently, fixed duties had to be increased at short
intervals, rendering revenue administration and budg-
etary planning extremely complicated.

During the post-war period, the flexibility of the tax
structure has been increased by expansion of coverape
and by steepening rates in income and corporation taxes
and in death duties. In some countries a shift has been
made to ad valorem taxes in excises, turnover laxes and
tarifl duties. In new land tax laws introduced in Egypt,
Iran and Lebanon, special consideration has bheen given
to fluctuations in the prices of agricultural produects.
The cadastral revision of the land tax is to be made
more frequently and, in addition, special revision is
allowed by the tax department on its own discretion or

upon the request of taxpayers, when values Huctuate
beyond a limited range. Lack of proper machinery and
of methods for valuation still remains a handicap in the
collection of ad valorem taxes.

FISCAL POLICY AFFECTING DEVELOPMENT

Among the fiscal measures taken by governments to
influence the course of economic activities, the oldest
and most important is the tariff protection given to
domestic industries, protection which has in many cases
been strengthened in recent years. On the other hand,
importation of capilal goods such s machinery, and of
fertilizer and seed, was made wholly or partially rax
exempt, particularly in Egypt, Israel and Tuikey. Si-
multaneously, exports were encouraged by a series of
foreign exchange and tax incentives. Post-war quota
systems and foreign exchange regulations in effect in
many countries, especially Iran, Israel and Syria, were
aimed inter alic at subsidizing exports and essential im-
ports and penalizing non-essential imports. In Israel,
legislative measures have been introduced in recent
years to allow tax reductions in a variety of forms to
{oreign and domestic investors. In Iran the reorganiza-
tion of the tariff system in 1950 led to complete aboli-
tion of all export duties, exemption from import dulies
for agricultural machinery and essential drugs, tariff
reductions on various imported capital goods end in-
creases in import duties or competitive foreign prod-
ucts. These measures were combined with administra-
tive steps to improve the classification of goods, to
unify overlapping duties collected by the customs ad-
ministration on different accounts and to revise the val-
uation system for the increased number of ad valorem
duties.®

Most of the Middle Last countries have lowered
the prices of certain essential items through subsidies.
Governments, for example, have established a system
for the compulsory delivery of a part of the wheat crop
at a fixed purchase price. This part in turn has been
sold, usually at a loss, to mills, bakers and retailers,
exclusively for making and distributing bread to con-
sumers. Such a policy has reduced average prices for
essential food items. However, it has been contended
that the policy has greatly benefited city dwellers,
while certain classes ol farmers, particularly share-
croppers, have sustained losses as a result of the price
differential between the government monopoly purchase
price and the going market price for that part of the
food ocutput which was delivered to the government.
Since most of the government outlay of funds for
financing the price scheme has been covered by re-
gressive taxation, it is difficult to gauge the ultimate
impact and the redistiibutive effect of the policy.

* Restrictive measures to reduce imports taken in Iran at the
end of 1951 did not alter the structure of the tarill system; suck
measures are briefly deseribed in chapter 6 on foreign trade.
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NET BUDGETARY POSITION

Egypt, which had budgetary surpluses during the
war and immediate post-war period, has encountered
difficulties in balancing its budget in recent years owing
to an over-all increase in expenditure. Apart {rom
transfer {rom reserve funds, the budget resulied in a
deficit of about £& 15 million in 1948/49 (table 42).
Deficits in 1949/50 were reduced to about £E 5 million
and were about the same in 1950/51. Outlays {for public
works allocated to the different ministries were kept
below the level of the original appropriations and, as a
result of this poliey, budget deficits were reduced sub-
stantially. However, the proportion of expenditure for
new works in the budgets of 1949/50 and 1950/51
was close to 20 per cent and 17 per cent, respectively,
of total expenditure, compared with 15 per cent in
1948/49. The budget estimates for 19851/52 showed a
deficit of £E 16.25 million, but the preliminary hudget
estimates for 1952/53 indicated that the budget was
expected to balance.

During the Second World War, the Government of
Iran experienced deficits which in some years were sub-
stantial, but in the immediale post-war years deficits
were lower. As a result of nationalization in March
1951, oil royalties were completely cut ofl. Considera-
tion has since been given to increasing receipts by rals
ing rales on progressive laxes and by introducing new
Ievies on capital and land. At the same time, expendi-
ture has been reduced through economies in various
ministries and through scaling down development ap-
propriations. Recent deficits have been covered in part
by utilizing a fraction of the currency cover and by
the issuance of bonds. The Government enlorced fur-
ther economy messures and increases in taxes in the
1952/53 fiscal year. One factor which added to the
financial burden of the Government was the financing
of that part of the outlays incurred in connexion with
the nationalized oil industry which could not he met
by the sale of oil in the domestic market. Statements
of closed accounts are not available; actual revenues
usually [heetuate widely {rom the original eslimates,
while actual expenditure is kept very close to the orig-
inal appropriation,

Continued budgetary surpluses in Trag during the
war years were replaced by deficits in the immediate
post-war period. However, these deficits were to some
extent compensaled by advances received from the oil
companies. In recent vears increased revenues {rom oil
have offsel low tax vield and have enabled the Gov-
ernment to meet the financial requirements of its ex-
tensive development projects. The prospect of {urther
increase has influenced the current government policy
in reducing the taxes called “istihlak™ on land, land
produce and animals.

Since the establishment of the State of Israel, its
Government has been confronted with continuing def-
icits, which have been met by financial assistance from
abroad and by loatation of bonds. Excloding such hor-
rowing, heavy deficits occurred in the actual accounts
for 1949/50 and 1950/51, The estimates for 1951/52
and 1952/53 also registered large deficits.

Until the end of 1948/49, the last year for which
actual closed accounts were available, Jordan’s budget,
including expenditures of the Arab Legion, showed
sizable deficits, but expenditure for the upkeep of the
Arab Legion was fully compensated by grants-in-aid
received from the United Kingdom. Complete data on
United Kingdom grants [or recent years are not avail-
able, and it therelore cannot be determined to what
extent the budgetary deficits which occurred have been
met from this source.

Not 1aking into consideration any transfers from re-
serve funds, the Lebanese budgets in 1950 and later
years have resulted in small deficits. The budget esti-
maies for 1951 and 1952, according to traditional budg-
etary procedute, show a balance between receipts and
expendilures,

In the case of Syria, budgelary data available since
1946 consist of estimates only: no actual accounts have
been published. These budget estimates, according to
normal practice, are shown as balanced. However,
available incomplete information leads to the conclu.
sion that deficits occurred in the post-war years, espe-
cially in 1949. In that year additional appropriations
were made for defence, to he met by special taxes intro-
duced on imports and on some consumer goods. How-
ever, these special taxes were abolished before they
yielded any sizable revenue. The deficits which ve-
curred were covered by borrowing frem the Banque
de Syrie et du Liban. There are indications that in sub-
sequent years the Syrian Government encountered diffi-
culties in meeting rising expendilures, particularly for
defence and development. Data are net available to
determine the budgetary deficits for these years,

In Turkey budget deficits continued throughout the
war and, lo a lesser extent, into the post-war vears. The
budget estimates for 1951/52 and 1952/53 showed
sizable deficits which would largely he covered, as
before, by borrowing from the Central Bank and other
banking institutions and by financial assistance from
abroad. The general budget of Turkey does not reflect
all government financial transactions; there are a num-
ber of separate subsidiary budgets for government en-
terprises operating in the fields of mining, industry and
commerce, There has not been a consolidated account
of aggregate financial tronsactions, and the net result
cannot be assessed on the basis of available data.
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Table 42. Government Receipts and Expenditure in Selected Countries, 1939 and 1947 to 1953

(Millions of national currency)

Surplus, or

Country, unil and year  Expenditure Receipts dafieil ()

Epypt (Egyptian

ound}:

934 4.39 37.62 =277
1947 . 102.49 109.96 7.47
1948« 94.55 08.93 438
1949 157.69 142.48 —-15.21
1950 : 163.81 158.54 —53.27
1851 . 190.20 184.74 -~ 5.46
1952 L 231.45 215.20 —-16.25
1953 E 206.00 206.00 -

Iran {lranian rial):
1939 E. .. 1,375 1,376 1
1947 DE 5,995 5,464 —531
1948 DE . 8,021 5,959 —2,462
1949 E. 6,904 7,154 250
1950 DE. 10,687 7,785 —2,902
1951 DE 10,060 10,060 —
1952 DE 10,152 10,153 1

Irag (Iragi dinar):
1936 9.04 7.84 —1.20
1947 25.82 2582 —
1648 . 27.61 24,02 —3.59
199 E 29.62 23.37 —-6.25
1950 & 3155 2116 ~4.39
1951 E 2410 2421 Q.11
1952 E . 29.10 28.36 -~0.74
1953 E : 3591 36,13 0.22

Israel (Isiaeli
pound}:
1949, 25.19 17.20 —7.99
1950 88.87 38.15 —50.72
1951 . 126.74 68.50 —58.24
1952 E. 184.21 107.30 —~76.91
1953 E 249.56 168.30 —81.26

Surp{u.l. or

Countey, unit and year Ezpenditure Feceipis deficit ()
Jordan (Jordan dinar):
1939 0.548 0.3400 —0.199%
1947 . 3.182 1.945 w1 2370
1048 ‘ 3.670 2.087w —1.583p
1949. . . 4,433 2,715 —1.718
1950 E - 3.548 2.679 - .B69
1951 E 6.543 4.450 —2.093
1952 E . . 6.682 5.205 —-1.477
1953 E 5716 4781 — 935
Lebanon (Lebanese

ound):

939 6.37 7.20 0.83
1947 60.72 85.53 24.81
1948 T0.07 78.66 8.59
1049 83.40 87.12 372
1950 . . 84.52 83.21 ~-1.31
1951 E 89.45 89.23 —0,22
1952 E . 94.25 94.16 —0.09
rie {Syrian pound):

5y1939 Y P 10.85 11.43 0.58
1947 & . 125.82 119.70 —6.12
1948 I 127.91 124.81 —3.10
1949 £ . 130.71 130.71 —
1950 E 142.80 138.00 —4.80
1951 E : 67.75 67.75 e
1952 E 265.00 259.00 —6.00

Turley {Turkish

ound}:

939 311.1 266.9 ]
1947 1,304.2 1,258.5 —45.7
1948 1,406 .4 1,291.8 -114.6
1950 1,591.8 1,514.2 —~T1.6
1951 . 1,422 9 1,389.0 —33.9
1952 | 1,579.8 1,345.0 —234.8
1953 E 1,750.9 15515 —199 4

M

Source; Compiled from government budget documents and
official statistical yearbooks. Figures represent closed accounts,
unless otherwise noted as follows: E, estimates; DE, draft esti-
mates

Data refer only to central government operations and include
current transactions and eapital expenditures as shown in the
general budget, Receipts exclude proceeds from loans; debt
redemption is exeluded from expenditure whenever ascer-
tainable. For further details concerning classifications, see pen-
eral note in United Nations, Statistical Yearbook, 1951 (Sales
No.: 1U51 XVIES), scction on “Public Finance”

* Figures for Len months.

" Including United Kingdom graats as follows (in millions of
%eorélém dingrs) : 1939: 0.180; 1947: 1.465; 1948: 2.109; 1949:

¢ Figures for fourteen months

?ountry notes {see also appropriate notes for tebles 43 nnd
44) 1

Egypt. Financial year ending in April in 1939 and 1947, Feb-
ruary in 1948 to 1951, and June in 1952 and 1953 TFigures are
for general budget only, including gross expenditures and re-
ceipts of publie uadertakings except for 1939, when railway,
telegraph and telephone acceunts were excluded from the gen-
eral budget. Closed accounts represent cash receipts and cash
payments. Expenditure includes debt redemption.

Iran. Financial year ending 20 March. Most data refer to the
general budget only. The figures from 1947 include extraordinary

receipts (mainly oil royalties and special taxes) and extroordi-
nary expenditures (railway, factory and highway construction,
army supplies, ete.}. The railway and tobacco monopely accounts
are included on a gross basis. Expenditure excludes debt redemp-
tion,

Irag, Tinancial year ending 30 April. Figures represent the
general budget, including the ordinary and capital budgets, and
the gross accounts of the post, telegraph and tobacco monopoly.
Only net results of the public undertakings outside the genera] |
budget are included Closed accounts represent cash receipts and |
dishursements.

Isrgel. Tinancial year ending 31 March, Cash payments and
receipts of the central government only; excluding extraordi-
nary defenee outlays. Central government transactions do not
reflect outlays directly financed by national institutions such as
the Jewish National Fund, Keren Hayesed and the Jewish
Agency, Otdinary and development budgets are combined, and
loans are exciuded

Jordan. ‘Financial year ending 31 March. Receipts exelude
{Inited Kingdom grants except as indicated; expenditure in-
cludes vutlays in connexion with United Kingdom grants.

Lebanen and Syrin. Fiscal year ending 31 December, except
for Syria in 1951 (half-year ending 30 June) and 1952 (18
muonths). Closed accounts are prepared on acerual basis. Trans-
fers from reserve fund excluded.

Furkey. Financiol year ending 31 Moy in 1939, 31 December
in 1047 and 194%, and in February in 1950 to 1953, Data refer
only 10 the general budget, which ircludes receipts from monopo-
lies, railweys and post and telegraph, etc
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RECEIPTS AND EXPENDITURES

Receipts

With the exception of Israel and, to some extent,
Turkey, where the income tax yields about one-fourth
of total revenues, the yield [rom progressive income
taxes has ranged between 10 per cent and 15 per cent
of total receipts (table 43). Taxes on agriculture have
consisted of taxes on land and taxes on agricultural
commodities sold in domestic markets, In Egypt, Iran,
Israel and Lebanon, the major tax is on annual land
value (rent). In Iraq, Syria and Tuikey, agricultural

taxes consist predominantly of taxes levied on agricul-
tural products or farm animals. The land tax yielded
only a small percentage ol total receipls. Because revi-
sions were slow, taxes, which were assessed in money
terms, lost their significance as prices followed an
upward trend over the past decade. Taxes on agricul-
tural produce are yielding close to 20 per cent of total
receipts in Irag and Syria as o result of the fact that
such taxes have increased as prices of agricultural
commodities rose. In Turkey, taxes on animals do not
yield more than 2 per cent of the total revenue.

Table 43. Major Components of Governmeni Receipts in
Selected Countries, 1939 and 1947 to 1953

(As peicentage of total receipts)

Tazes Taxes or land, Tolal
Couniry and year on fncome  land produce Cusfoms Other &3 ail Other
and wealth  and [ivestoch receipls fazes receipls rerenue repertue
Egypt:
1939, . . BN 1 16 42 10 69 e 31
1047 . 14 5 20 31 70 — 30
1048n .. . 13 5 23 32 73 on 27
1949 . .. 14 4 29 28 75 — 25
1950. .. 11 4 28 33 76 e 24
1051 . 11 4 GG ——— 74 — 26
1952 & 15 8 B 1 78 - 22
1953 B 16 7 s 7 S 16 — 24
Iran;
1939 E. 11 — 31 39 81 e 19
1947 DE g 2 22 34 67 12 21
1948 DE 9 4 24 32 69 12 19
1940 E, .. 8 4 27 33 72 6 22
1950 DE . 11 4 21 34 70 12 18
Iraq:
1939 6 11 34 10 61 25 14
1947 . 9 17 20 23 69 g 22
1048, . 9 15 26 20 70 10 20
1949 E 10 16 27 22 75 9 16
1950 E 10 16 29 22 77 6 17
1951 E 11 16 31 25 83 — 17
1952 & 8 18 33 18 (i 6 17
Fsrael:
1949 . 24 - 37 29 90 -— 10
1950 .. 24, —_ 27 42 93 — 1
1951 . 28 - 13 41 82 — 18
1952 E 29 _ 12 42 83 - 17
1953 E 28 e 11 49 88 — 12
Jordan:
1939 37 39 76 — 24
1947 50 26 76 -— 24
1948, 45 20 65 — 35
1949 | 56 18 7d: — 26
1950 E 50 22 72 — 28
1951 K 44 22 66 — 34
1952 K 42 20 62 e 38
Lebanon:
1939 17 e 60 —_ 77 — 23
1947 . i3 1 37 41 92 — 8
1048 12 2 32 45 g1 — 9
1849 15 1 30 46 02 —_ 8
1950 15 1 25 50 g1 — 9
1951 E 16 1 24 48 89 — 11
1952 E 15 1 24 48 88 — 12
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Table 43 (cont’d)

Tazer Tazes on lond, Tolal
Country and year on income  land produce Cuatams Other tax Qil Othar
and wealth  and liveslock receipls lares receipls revenue revenus
Syria;
1939 . .. 10 30 1 36 7 — 23
1947 E . 12 17 25 38 92 - 8
1948 E.. 12 15 22 43 92 — 8
1949 E 9 13 28 36 86 —m 14
1950 E. 11 14 20 38 83 — 17
1951 8 10 26 39 83 — 17
1952 B 12 18 22 34 86 — 14
Turkey:
1939, 25 9 18 30 82 e 18
1647 30 2 13 42 87 — 13
1948 31 2 9 46 38 — 12
1950, 31 2 9 50 92 e 8
1951 . 30 2 8 49 89 —_ 11
1952 E. 24, 2 10 55 91 — 9
1953 E. 22 2 11 58 93 e 7

Source: Government budgets and official statistical
yearhooks. Figures represent closed accounts unless
otherwise noted, as follows: E, estimates; DE, draft
estimates,

* Figures for ten months

Y Fipures for fourteen months.

Country notes:

Egypt. Financial year ending in April in 1939 and
1947, February in 1948 10 1951 and Junc in 1952 and
1958, T'axes on income and wealth: schedular income
tex, taxes on general income, excess profits, suceession,
property transfers, ete. Taxes on land, land produce
and livestock : mostly taxes on land. Customs receipts:
duties en imports and exports, additione! and special
customs receipts; in 31951, 1952 and 1953 shown
jointly with “other taxes”. Other taxes: excises, gen-
eral consumption taxes, registration ard stamp duties,
ete.; for 1951, 1952 and 1953, including customs re-
ceipts. Total tax receipts: excluding tramsfers from
reserve fund. Other revenue: gross receipts of public
undertakings and administrative fees, cte.

Iran. Financial yeer ending 20 March. Taxes on
income and wealth: taxes on income, inheritances,
cte. Taxes on land, land produce and livesteck: taxes
on {arm produce until 1944, land tax since 1946. Cus-
toms receipts: receipts from regular teriff duties on
imports and exports, other special and additional cus-
toms duties and fees. Other taxes: exeise taxes snd
receipts from tobacce monopely, registeation, stamp
duties, ete. Oil revenue: only the part of oil receipts
included in the general budget, Other revenue: includ-
ing net resulis of public industries; gross accounts of
the raifways; administrative receipts; gross receipts
from pubiic domain; investment income.

Irag. Financial year ending 30 April Taxes on in-
come and weelth: taxes on income, excess profits,
property, ete. Taxes on iand, land preduce and live-
stock: taxes on land, agricultural products and iive.
stock. Customs receipts: taxes on imports and exports,
transit daties, ete. Other taxes: excise taxes, gross
receipts of tobaeco monopoly, stamp dutics, ete, Total
tax receipts: excluding advances and credits, Oil rev-
enue: only the part included in the genersl budget,
not including advances.

Israel. Financial yvear ending 31 March, Taxes on
income and wealth: income and inberitance taxes,
Taxes on land, land preduce and livestock: including
tax on rural property, which yields only slight rev-
enue. Other taxes: execises, stamp duties, licences and
land registry, etc. Fotal tax receipis: receipts of de-
velopment and ordinary budgets combined, excluding
loans. Other revenue: net results of public undertak-
ings and special and miscelloneous revenues

Jordan. Financial year ending 31 March Customs
receipts: customs and cxcises. Other taxes: excise
taxes and licence fees, ete. Total receipts: not in-
cluding United Kingdom grants. Other revenue: judi-
cial and administrative fees, gross receipts of public
undertakings and public domain, ete.

Lebanon. Financicl year ending 31 December, Taxes
on income and weakhth: taxes on income, buildings,
ete. The pre-war classification for this heading is not
comparable with the postavar items Taxes on land,
land produce and lvestock: taxes on land and on
animals. Customs receipts: custom duties; until the
end of 1943 receipts from Lebanese-Syrien customs
union were transferred to the “Intéréts communs”
budget, administered by the Mandete authorities.
Beginning in 1944 and until esrly 1950, net customs
receipts were divided between the two countries (56
per cent for Syria rnd 44 per cent for Lebanon). These
receipts were first tramsferred to the reserve funds,
from which withdrawals were made, In March 1950
the customs union was dissolved. Other taxes: general
consumption axes, tobzces monopely and miscelia-
neous taxes, registration fees, stamp duties, judicial
znd notary fecs. Total tax receipts: excluding trans-
fers from reserve funds Other revenue: including
profits of state industrial enterprises, public demain.

Syria. Financial year ending 31 December except in
fiserl 1951 (six months ending 30 June). Taxes
on income and wealth: taxes en industrisl, commer-
cial and nen-commercial income, and on salaries and
wages, property transfer and registration tax, etc
Taxes on land, land produce and livestock: taxes on
land, animals and agricultural produce. Customs re-
ceipts: see note on customs receipts under “Lebanon™.
Other taxes: geseral consumption taxes, stamp duties
and taxes on properly transfers, ete, Other revenue:
including receipts from public domair and industrial
enterprises.

Turkey. Tinancial year eading 31 May in 1939,
31 December in 1947 and 1948, and in February in
1950 to 1953. Taxes on income and wealth: taxes on
income, on corporations, on artisans, succession duties
and various taxes on imceme for special purpeses
Taxes on land, land produce and livesteck: taxes on
animels and, in 1939, wheat Customs receipts: export
and import duties and additional charges, Other taxes:
taxes on pgenersl comsumption, lurnover, properly
transfer, monopoly duties, stamp and registration
taxes, ete. Turnever taxes in Turkey yield substantial
revenue, about onedenth of the total revenue in pre-
war vears, and spproximately one-fifth in post-war
years, Total tax receipts: in 1947, excluding £T 279.9
million, proceeds from currency devalustion. Other
revenue: including revenne from public domain, gov-
ernment enterprises and miscellaneous receipts,
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While in Israel and Turkey customs receipts yield
only about 10 per cent of total revenues, in other coun-
tries of the Middle East income derived {rom this souree
has usually yielded from one-fifth to onethird of the
total. In most countries of the region, the tax load is
on mass consumer goods; it takes the form of consump-
tion duties, excises, fiscal monopolies and, in Turkey,
turnover faxes. in almost afl of them, non-tax receipts,
such as surpluses from public undertakings, sale or use
of government land and various administrative {ees,
have yielded between 10 and 25 per cent of total rev-
enues. In Iran (until 1951) and in Iraq, between 10 per
cent and 20 per cent of the receipls recorded in the gen-
eral budget were derived [rem oil revenue, while in
other oil-producing countries oil revenue constituted
the bulk of government receipts.

Expenditures

In the post-war years, expenditure in connexion with
public debt service has not constituted a sizable pait
of the total, except in Turkey, where it has remained
about 15 per cent of all expenditme {1able 44}, In

Egypt, Israel and Iran, such expenditure has ranged
from one to 3 per cent of the total in recent years. While
expenditure for education has not constituted more than
5 per cent of the total in Israel and Jordan, it has been
between 10 and 15 per cent in other countries, and its
relative importance hos increased in recent years. Fx-
penditure for health services has accounted for 3 to 5
per cent of the total in most countries, and close to 10
per cent in the budget appropriations of Iraq for the
past two fiscal years. Other expenditures for social pur-
poses during the past two years consisted largely of
appropriations for social security in the case of Egypt,
while in Israel financial assistance was given to immi-
grants by the Government., Expenditure for defence in
the budget estimates of recent years accounted for about
20 per cent of the total in Egypt, Iran and Lebanon,
between 25 and 30 per cent in Iraq and Turkey and
over one-third in Syria. In Israel, defence expendi-
ture shown in the general budget constitutes about 20
per cent of the total; to this should be added extra
appropriations not recorded in the general budget, the
amount of which cannot be ascertained on the basis of
published data.

Table 44. Major Components of Government Expenditure in
Selected Countries, 1939 and 1947 to 1953

{As percentage of total expenditure)

Public

Hher Capilal

Couniry and year debit Eedducation Health Socinl Defence current expendi-
sereiee welfure experediture ture
Egypt:
1939 S .11 11 6 s 12 60 23
1947 . - 11 6 2 8 68 11
1048 . .4 13 6 1 9 67 14
1949 . 3 10 5 2 21 59 15
1950 e 4 12 b 1 21 57 20
1953 . . . ‘ 3 11 4 1 22 59 17
1952 E . 3 12 4 3 21 57 24
1953 E. ... .. .3 13 4 2 18 60 16
Iran;
1939 L. e 6 3 -— 26 44 21
1947 DE . 2 8 3 o 26 3 7
1948 DE 1 7 3 — 19 58 12
1949 E. ‘ A | 9 3 s 24 45 18
1950 DE .. 1 9 2 — 23 50 15
Irag:
1939 . —_— 8 4 - 18 27 43
1947 e 7 4 — 21 56 12
1948, - 8 2 o 16 61 13
190 E R 8 & — 21 54 11
950 E L - 7 6 s 21 57 9
1951 E . o 16 8 — 29 47 -—
1952 E o o 15 9 e 26 50 —
Israel:
1945 e 2 4 9 56 27 2
1956 2 2 4 9 27 16 40
1951 .. 1 4 3 7 12 18 52
1952 E 3 4 3 8 21 16 45
1953 E. 2 5 3 4 18 22 46
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Table 44 (cont’d)

Public
debi

Olher Caprifal

Country and year Eeducation Heallh Social Defence current expendi-
serpice welfare expendilure ture
Jordan:
1939 . . e 6 5 3 - 36 32 18
g7 0 L. R i 1 — 8 17 3
1048 o — 1 1 — 67 26 5
1949 . . L - 1 1 —_ 68 26 4
1950 E . o .= 2 2 - 17 67 12
I951 E. .. Lo e 3 2 - 25 62 8
1952 . .. S — 5 4 m 27 54 10
Lebanon:
1930 e 8 4 — o 70 18
1947 . — 8 6 — 16 44 26
1948 ... .. . . — B 5 — 19 43 25
1946 . e — 8 6 e 21 44 21
1950 ... .. . R 9 6 — 17 44 24
1951 & — 12 5 s 20 43 20
1952 E o 12 5 — 17 48 18
Syria:
1939 . B 15 3 —_ e 63 19
%47 . .. . — 14 3 — 19 38 26
1948 E . R 16 3 — 21 38 22
1949E. . . . L 17 3 — 27 38 15
1950 E. . ‘ e 17 3 i 33 36 11
1951 E .. R 19 3 —_— 33 42 3
1952 E. . . . _— 19 3 _— 42 29 7
Turkey:
1939 .- ... 18 5 4 —_ 30 30 13
1947 . . . . 15 7 3 -— 37 31 7
o4 . L L 15 11 3 — 35 29 7
1950v . S 12 12 4 — 33 28 11
1951, R £ 12 4 e 29 a3 1
w52k ... 4 12 4 — 20 33 8
1953 E. . R 11 4 s 29 34 16

Sourcer Government budgets and official statistical

yearbooks. Figures represent closed accounts anless

otherwise noted: E, estimates; DE, draft estimates.
* Figures for ten months.
U Figures for fourteen months

Country notes:

Eaypt. Financial yeer ending in April in 1939 and
1047, February in 1948 to 1951 and June in 1952 and
1953, Expenditure under esch heading includes also
appropristions for new works. The total appropriations
of all departments {or new works are shown separately
under “capital expenditure”. Public debt servive in-
cludes some debt redemption. Social welfare refers to
expenditure of Ministry of Social Affairs Other ex-
penditure includes gross expenditures of public undez-
takings and onopolivs, senerai administralive ex-
penditure, government employees’ pensions Capital
expenditure includes new works (included in ail ap-
propristions) und expenditures for five-year develop-
ment plan.

Iran. Financial year ending 20 Mureh, Capital ex-
penditure includes expenditures of the Ministry of
Ronds, outlays for various consiruction projects and
public works, capital participation in enlerprises and,
since 1049, development expenditure.

Irag. Fingncial year ending 3¢ April Capital ex-
penditure includes public works finunced mainly by
oil royalties until the end of 1050 Since then all
capital expenditure hes been trensferred to the Devel-
opment Board and not included in the budget

Israel. Tinancial year ending 31 Mazch. Public debt
serviee includes redemption, Socinl welfare: including

social insurance, relief to immigrants, rehabilitation.
Defence: ordinary expenditure and special appropria-
tions only. Other current expenditure: including net
surplus of publie undertakings and genezral ndminis-
trative expenditure. Capital expenditure: including
development budget.

Jordan, Finpncial year ending 31 March, Public
debt service: payments in connexion with the Ottoman
debt covered by United Kingdem grants. Defence:
including army, police, prison and frontier forces,
mostly covered by United Kingdom grants. Other ex-
penditure: including administrative expenditure. Capi-
tel expendituse: imcluding recurring, non-reeurring
uned additionsl appropriations.

Lebanon. Financial year ending 31 December, Capi-
tal expenditure: public works, including expenditure
of the Ministry of Public Works and, from 1947, in-
cluding public works appropriations of the Ministry
of Agriculture.

Syria. Financial year: sec note to table 42. Since
1944 the budget of Jebel Druze has been included,
and since 1945 the budget of Latnkia. Since 1947, post
and telegraph expenditures have been excluded. Cepi-
tal expenditure: Ministry of Public Works,

Turkey. Tinancial year ending 31 May in 1939,
31 December in 1947 and 1948, and in February in
1950 to 1953, Public debt service: includes ordinary
debt repayment in 1947; excludes extraordinary debt
repayment fnanced by proceeds from currency deval-
putien, amounting to £1 260 million. Capital expendi-
ture: appropriations of the Ministry of Public Works,
not inciuding large capital outlays of the annexed
budgets and autonomous government enterprises.

|
\
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Judging from budgetary data, capital expenditures
by the governments of the Middle East countries as
shown in the general budgets constituted about one-
sixth of the total in Lgypt, Iran and Lebanon, and one-
tenth of the total in Irag, Jordan, Syria and Turkey.

If the development budget of Israel is included in
the general budget, capital expendilures consisted of
close to 50 per cent of the total. In addition to appro-
priations in the general budget, in many countries
such as Iran and Irag and, to some extent, Syria and

Turkey, expenditures for development projects are ad-
ministered by development authorities with financial au-
tonomy. If expenditures for such projects are added to
capital appropriated in the general budget for various
ministries, the proportion of aggregate capital outlay
to total government expenditure is much higher in these
countries. In Lgypt. the five-year development plan has
been directly finonced by reserve funds, and annual
expenditure in this connexion is small compared with
the total outlay in the general budget on public works.

Significant Tax and Administrative Revisions

TAXES ON INCOME AND WEALTH

In Egypt, the income tax law of 1939, which had
been modified in succeeding years and in the post-war
period, was [urther revised in 1950 and 1951, In 1950,
in addition to the schedular income tax then in force, a
global or over-all income tax, based on aggregate in-
come derived Trom all sources and having progressive
rates, was introduced ; the rates were increased {rom the
original maximum of 50 per cent in 1950 Lo 80 per cent
in the fiscal year 1952/53. The schedular rate on income
derived {rom industrial and commercial profits was in-
creased to a flat rate of 17 per cent and on profits de-
rived from transactions on immovable preperty to a
flat rate of 16 per cent. The coverage ol the schedular
income tax on land rent was also expanded to apply to
the total value of annual rent, compared with the previ-
ous practice, which made only 50 per cent of that value
subject to taxation.

In Syria, the schedule ol rates for the newly estab-
lished income tax was modified. Rates on income from
professions and from industrial and commercial activ-
ities were increased {rom a maximum of 30} per cent in
1949 10 a maximum of 36 per cent in 1951, and the hasic
exemplion was reduced.

In Turkey, the income tax system was completely
overhauled, and three types of rates were introduced [or
taxing personal and corporate income and income of
artisans, In 1950, a progressive scheduie, with a maxi-
mum raie of 35 per cenl, was sel up lor personal in-
comes and a flal rale of 1) per cent was set on corporate
incomes.

In Israel, the need for higher revenue gave rise Lo an
inerease in the progressive rates of personal and corpo-
rife income taxes in fiscal 1948/49 and 1949/50, A
tand betterment tax on piofits from the sale ol real
estate was introduced. In 1950/51 the income tax law
was amended, and a special law to encourage invesl-
ment was enacted to provide tax Incentives {o1 the pur-

* Provisions included partial or tetal exemplios of profits from
goods exported, deductions for deposits in epproved banks,
favourable tax treatment for additional wages carned on account
af increased cficiency in preduction, adoplien of aceelerated
depreciation rates for new machinery, estaldishment of a maxi-

pose of promoting investment and the production of
export poods.® The scope of indirect taxes was also
widened by increasing excise rates and including a
wider range of commedities under the luxury tax. In
1952/53 the income tax underwent important revisions
with a view to reducing impediments to production and
increasing tax equity and collection efficiency. Measures
were taken to solten the sharply progressive rate sched-
ule, espeetally for the lower income groups., and to
establish preferential tax treatment in respect of over-
time wages. To oflset these lax concessions, the income
tax base was widened to include capital gains and irreg-
ular and oecasional incomes. In order to improve col-
lection efliciency, Lhe system of withholding at source
was extended to all categories of taxpayers, and auto-
matic penalties and fines were provided.

Attempts were made in the region Lo reorganize exist-
ing inheritance and death duties o1, il such taxes were
not in force, to introduce them. In Egypt, an inheritance
tax with progressive 1ates was introduced.

In Syria, rates were increased and varied brackets
and schedules were established for different types of
inheritors. In addition, new gift and donation taxes
were adopted. In Iran, increases in tax rates and revi-
sions in death duties were under consideration in the
Ministry of Finance. In Israel, a new inheritance tax
system was introduced in 1949/50.

TAXES ON LAND

In the Middle East a Jand tax was traditionally levied
in the form of a flal tax on the capital value of land
and on revenue derived {rom it. Since this tax theoret-
ically applied to both land value and agricultural in-
come, no property taxes were levied on rural land, and
income derived from agricultural production was not
included in the general income tax. Tax liability under
this systerm was fixed on a lump sum basis and revisions
were made only at long intervals. Tax liahility deter.

mum of 25 per cent for five vears in the tax on income derived
from approved investments, exemplion of fercign income for
seven years in the case of new residents, special tax allowances
fer foreign speeialists and property tax exemplions for new
investments in rural and urban property.
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mined according to cadastral surveys therefore became
relatively low in real value in view of the continued
rise in prices of land and agricultural produce during
recent decades. In order to compensate for the low yield,
reliance was placed on taxes on agricultural products
and on consumption duties. Attempts have recently
been made to render the income derived from land sub-
ject to income tax, and in the meantime changes have
been introduced into the land tax system so that land
values might be taxed at higher rates,

In September 1951 a tax on agricultural income
based on a “presumptive”’ assessment value was put
into effect in Lebanon, Like 2 modern income tax sys-
tem, it has progressive rates, ranging from 2 per cent
on taxable incomes up to £L 5,000 to 35 per cent on
incomes of over £L 200,000. The values are assessed
by the tax commissions on the basis of a table giving
presumptive income based on average yield for vari-
ous categories of land and products. In cases where
the owner supplies records of actual revenues, the as-
sessment is based on such records. The disclosure of
income data is mandatory when income is beyond a
certain lével, The presumptive assessment made by the
tax agent is used for taxation over a period of five
years, but in case the output of the land increases or
decreases beyond 20 per cent of the assessed income the
assessment may be revised. The new system in Lebanon
may be regarded as a long step towards reform of the
tax structure. The Tax Department of the Lebanese
Ministry of Finance anticipated large revenue from
this source,

In Egypt, the land tax was applicable to 50 per cent
of the rent received by the landlord. By a law passed
in 1950, retroactive to January 1949, the full rental
value was made subject to the tax. Furthermore, since
1946 an upward 1evision has been made in assessed
values. In Egypt, as in Iran, the land tax liability re-
flected in cadastral surveys is used for assessing the
annual and capital value of the land. In the land reform
law of Egypt, annual land valuation is calculated by
multiplying tax liabilities by seven; capital value is
computed by applying a coeflicient of ten to the annual
valuation. Total compensation thus is lower for lands
subject to lower taxes.

In Iran, attempts have been made to introduce pro-
gressive rates into the land tax syslem of the country.
In 1952, a progressive tax on immovable property was
under consideration, with rates ranging between one
per cent on total property values exceeding 500,000
rials to 10 per cent on the value of property exceeding
20 million rials. A new tax was also pirojected on un-
used zural and urban lands, in order to encourage culti-
vation of land in rural areas and sale or division of land
in city areas. In addition, in 1952 the Government
passed a decree lowering by 20 per cent the landlord’s
share in the crop: 10 per cent was to be added to the
peasant’s share and 10 per cent was to be used for

»

financing projected local agricultural co-operatives, In
Iran, as in Egypt, the total value of the land is cal-
culated as a multiple of the tax liability determined
under the old land tax system. Such presumptive deter-
minations have been found necessary in the absence of
assessment machinery for prompt and efficient land
valuation,

FiscaL ADMINISTRATION AND BUDGET MANACEMENT

In the field of administrative reorganization and re-
form, tax administration and management of govern-
ment accounts are the two fields which have received
most attention in recent years. In Syria, a special com-
mittee was assigned to deal with reform of budget strue-
ture and procedures, and the services of a Irench con-
sultant firm were utilized. Moreover, steps were taken
to study budgetary structure and procedures in Europe
and in the United States. The Government of Turkey,
with the help of the United States Mutual Security
Agency, initiated plans for the complete overhauling of
administrative procedures of the Ministry of Finance.
Practically all countries of the Middle East, and par-
ticularly Egypt, Israel and Turkey, have utilized United
Nations technical assistance fellowship and scholarship
programmes for specialized training of their officials.
Services of United Nations technical assistance experts
have been used in Iran and Israel in the fields of public
administration, taxation and government finance.®

The most important change which has teken place
with respect to customs administration has occurred in
Lebanon and Syria. Until March 1950, under a system
introduced during the French Mandate, the customs ad-
ministrations of the two countries were directed by the
Lebanese-Syrian customs union. Receipts from duties
were collected by the joint administration, and the two
countries divided the net receipts (44 per cent to Leba-
non, 56 per cent to Syria). After the customs union was
broken up, the general budget of each country included
gross receipts from customs duties and expendituzes by
its customns administration.

Traditionally, in the countries of the Middle East,
development projects, such as general construction and
the building of railways and factoiies, have been han-
dled by seveial ministries, but during the post-war
period most of these public projects have been concen-
trated in single units under development plans. In Iraq,
the rise in oil revenues since 1950 has resulted in rapid
increases in appropriations for development plans. The
traditional capital budget, which was financed by rev-
enue from oil, was discontinued and was replaced by
a new development budget. The development plan is ad-
ministered by an independent unit supervised by the

* United States Mutual Security Agency, Special Mission to
Turkey, Office of Technical Aasistunce, Final Report on Admin.
istration of the Turldsh Ministry of Finance, TA Project 77-36,
{Ankera}, August 1951,

7 See appeadix B, deuling with technical assistance,
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Development Board, which consists of the Prime Min-
ister, the Minister of Finance and six members in high
executive posts. In 1951, all revenue from oil royalties
was appropriated for financing development projects,
but in 1951/52 the 1ise in royalties from petroleum
and technical limitations in implementing development
projects resulted in limiting the appropriation to 70 per
cent for development plans and transferring the re-
maining 30 per cent to the general budget for financing
current expenditures.

In Iran, the seven-year development plan may also
be regarded as the {unction of an independent govern-
ment agency, with an autonomous financial system not
subject to conventional control by the Ministry of
Finance. In Turkey, development plans have usually
been carried out as public undertakings with indepen-
dent budgets. In Egypt, a five-year development plan is
financed directly from the reserve fund.

In Israel, the budgetary system from 1949 to 1952/53
was composed of three elements. () The regular budget
provided for the allocation of {unds for current general

government expenditure. This budget was financed by
ordinary revenue from taxes, duties and fees. The regu-
lar budget contained an item of expenditure for the
Ministry of Delence. (b) The military budget, which
was not published, included that part of the military
expenditure which exceeded the amount in the regular
budget and was financed by extraordinary revenue,
mainly by borrowing through issuance of Treasury
notes. By 1952/53 the Government decided to include
this budget as an item in the regular budget. (¢} The
development budget provided for extraordinary expen-
ditures designed for such projects as housing, construc-
tion and development of new industries and expansion
of transport facilities. The development budget was
financed by funds from abroad, including loans from
the Export-Import Bank of Washington, grants-in-aid
and funds {rom the Israel independence bond drive,
as well as by receipts from domestic sources, such as the
issuance of land bonds and other bonds to the public.
In 1952/53 the Government decided, among other
measures to curb inflation, to finance budgetary deficits
by compulsory loans and to cease issuing land bonds,






Chapter 6

FOREIGN TRADE AND BALANCE OF PAYMENTS

The effect of the increased demand for raw materials
and the rise in international price levels after the out-
break of the Korean war was greater in the Middle Last
in 1951 than in 1950. Both impoiis and exports in-
creased considerably, and in most countries of the
region this upward trend continued, especially for
imports, during the first part of 1952. The deficit on
merchandise trade, which had contracted to $554 mil
lon in 1950, increased to $704 million in 1951, and for

the whole of 1952 appeared likely to be greater than
in 1951. Exports of Middle East countries to the United
States, the sterling area and France increased more in
1951 than did imports {rom these areas; western Ger-
many and the Union of Soviet Socialist Republics also
increased the volume of their trade with the Middle
East. In 1951 the terms of trade improved markedly in
most countries, the main exceptions being Iran and
Israel.’

Foreign Trade

VOLUME AND VALUE

Exports of Middle East countries throughout 1951
increased considerably in value owing to the general
upward trend ol prices. Expressed in dollars, the total
reached $1,681 million, an increase of 25 per cent over
1950, against a 12 per cent rise between 1949 and 1950
{(1able 45) . A distinct though unequal increase occurred
(tables 45 and 46) in all countries for which data are
available, except Jordan, and was especially large in
the case of the Anglo-Egyptian Sudan and Syria. In the
latter part of 1951 and in 1952, the prices of the raw
materials and foodstufls produced in the Middle Last
declined. Wool, cotton,® tobacco, gum arabic, hides and
skins were particularly aflected. Grain prices, which
had increased less, also tended to fall but to a smaller
extent. Mainly because of the lag between sales and
shipment, however, these changes in prices were only
partly reflected in export values during the first half of
1052, with some exceptions, such as Egypt and lrag—
where the decline was sharp—and the Anglo-Egyptian
Sudan.

Owing to depressed prices and the low level of or-
ders from the United Kingdem and India, exports of
Egyptian cotton in the first half of 1952 amounted to
8165 million only, compared with $303 millien from
January to June 1951, The price of Karnak (long
staple) cotton in Alexandiia dropped considerably and
was back at the May 1950 level in Seplember 1952,
while quotations for Ashmouni (medium staple) were
under the 1949 average. While the decline in cotton

! Wherever possible, exports of petroleum and imports by the
petroleum companies have been excluded from the figures given
in this ehapter; they are discussed in chapter 3. Exports of
petroleum from the Middle East, valued at fob. prices, were
about $1,450 smillion in 1951

8

exports was less abrupt in the Anglo-Egyptian Sudan,
the fall in total export value for the first six months of
1952 as compared with the first half of 1951 was about
92 per cent. However, in other countries, such as Cyprus
and Iran, export values during the first half of 1952
were still approximately at the same level as one year
eartier. In Turkey, a marked decrease in tobacco and
colton exporis was more than counterbalanced by
higher exports of cereals, and lotal exports stood al
8181 million in the first part of 1952 as against $157
million in the corresponding period of 1951.

Imports increased, in a proportion comparable to
that of exports, [rom 1950 to 1951, standing at $2,385
million in the latter year. This increase was between
one-half and one-third in the Anglo-Egyptian Sudan,
Iraq and Turkey. The general causes of this trend were
the increase in unit values of imports, the greater avail-
ability of foreign exchange. resulting mainly from
expanded exports, and, in some countries, the need for
machinery for economic development. The increase in
import values in Turkey in 1951 was 40 per cent over
import values in 1950. This rise, which continued in
the first months of 1952, may be attributed to a rising
internal demand for consumer goods resulting from
the exceptionally good harvests of 1951 and the excel-
lent prospects for crops in 1952; relaxation of import
restrictions within the European Payments Union; the
increasing capital goods requirements resulting from
the cairying oul of development projects; and external
financial aid. In the first hall of 1952, import values
decreased in some countries, such as Egypt and Iran,
but were still rising in Turkey and in the Anglo-Egyp-
tian Sudan.

* Wool prices first dropped in April 1951, and cotton in August

aid September of that year.
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Table 45. Value of Imports and Exports (excluding gold), 1938 and 1949 1o 1952
(Millions of United States dollars; imports c.i.f. and exports f.0.h 2)

1938 1849 1950 Pl 1952 (first halh
Couniry PR
Imporls  Exports Imporls  Exporls Imports  Exzporls Imporis  Exports Imports  Exporis
Aden Colony® 30 16 121 99 117 108 141 124 83 65
Afghanistanbed, . 30 24 52 47 .. ¥
Anglo-Fgyptizn Sudan . 32 30 89 169 78 95 121 184 ap 65
Cyprusb N 8 ! 12 41 30 38 31 54 43 29 23
Egypte 184 147 630 515 o64 504 666 583 305 192
Irant 45 37 209 53 19] 108 210 133 83 61
Irags . 41 18 148 41 105 60 143 81 83 23
Israeln . (; 28 321 40 287 a7 343 47 187 29
Jordan? o 6 3 47 21 30 6 36 5 o e
Lebanoni . ‘ 845 2tk 136 41 65 16
Syria . .. } 5T 22 20781 { 6% 95k 133 126 69 77
Turkey . 119 115 290 248 286 263 402 314 256 181
Torarm 561 428 2,113 1,207 1,903 1,349 2,385 1,681 1,268'  735¢

Source: Statistics]l Office of the United Nations: International
%fonemry Fund, International Financial Statistics { Washington,

.C.).

* Special trade unless otherwise indicated.

® General trade.

¢ Tigures for twelve months beginning 21 or 22 March of the
year stated.

4 Excluding silver.

® Trade with the Anglo-Egyptien Sudan is not included.

f Figures for Iran exclude imports und exparts of the petro-
leum company and other concessionaires; figures for 1938 ad.
justed to annual rate on the hasis of nine months; Rgures for
subsequent years refer to the Iranian year beginning 21 or 22
Mareh; “1952 (first half)” refers to Lhe period 23 BPecember
1951 to 21 June 1952; for 1949 10 1952 the official rate is used
for conversion from rinls to United States dollars.

* Excluding pipeline exports of crude petroleum. Data for 1938
exclude imports of concessionnires, and refer to general trade.

* Data for 1938 refer to the whole of Palestine,

' Excluding trade of concessionaires except for 1938 Import
figures include customs duties for 1938, Data for 1949 may in-
clude some trade between Transjordan and Cisjordan,

! Beginning 1950, excluding trade of the petroleum companies

April to December only. Trade of the Lebanese-Syrian cus-
toms union for Janumry te March 1950 (in’ United Stotes dol-
lars) : imports $37 mitlion, exports $17 million.

! Partiaily estimated.

" All totnls exclude Afghenistan and show Iran witheut ad-
justment for overlapping months of fiscal yenr; trade of the
Lebanese-Syrien customs union for the first quarter of 1950 is
included.

Table 46. Value of Imports and Exports {excluding gold ), 1938 and 1949 to 1952

{Miilions 0.{ local currency; imports ¢.Lf. and exports {.0.b.a)

1838 1845 1950 1954 1952 (first half)
Ceuniry and eurrency
Imperis  Exports Imports Exporis Imporis  Exports Imporis  Ezporis Imporls  Bzports
Aden Colony® (pound ster-

Hog), . ... .. .. 6.1 3.2 312 26.6 41.8 39.0 50.2 44.4 29.7 23.0
Afghanistanb = 4 (afghani) = 324 258 779 717 o o o . o .
Anglo-Egyptian Sudan

(E‘.gyptian pound} ..., 6.3 5.9 235 274 27.0 33.1 42.0 63.9 31.4 226
Cyprus® {pound sterling) 23 2.4 11.0 8.2 13.5 111 19.2 15.3 105 8.2
Egypte (Egyptian pounc?) 36.8 29.4 166.5 1378 1965 1754 2321 2081 1061 66.9
Iran! (riaﬁ S T80 619 6,750 1,721 6,150 3,494 6,758 4,275 2,655 1,964
Irag# (dinar) . C 8.4 38 40.4 124 376 21.6 51O 292 295 82
Israelt (Iszzel pound) 115 5.7 8.0 10.6 1026 13.2 1226 16.7 66.6 10.4
ic::rcian‘ (tz%n:g') o i 1.23 0.56 12.76 5.56 éO. 17 1.98 1278 1.65 s .

banon i {Lebanese pound) ) 1836« 519k 298 .4 89.7 143.3 36.1
Sytia (Syrian pound) . } 648 393 4749 1111 {18&81»- 2079« 2025 2771 1506 1680
Turkey {liza) . ..., ... 150 145 813 694 800 738 1,126 879 717 506

Source: Statistical Office of the United Nations; International
Monectary Fund, International Fingneial Statistics.

* Special trade unless otherwise indicated,

* General trade.

* Figures for twelve months beginning 21 or 22 March of the
year stated,

4 Fxcluding silver,

* Trade with the Anglo-Egyptian Sudan is not included.

fFigures for Iran exclude imports and exports of the petro-
leum company and other concessionaires; figures for 1948 ad-
justed to annual rate on the basis of nine months; fizures for
subsequent years refer 1o the Iranian year beginning 21 or 22
March; “1952 (first half)™ refers to the period 23 December
1951 to 21 June 1952

¢ Excluding pipeline exports of crude petroleum. Data for
193(? exclude imports of concessionaires and refer to genergl
trade,

"Data for 1938 refer to the whole of Prlestine and are in
terms of the Pulestine pound.

! Excluding trade of concessionaires except for 1938, Import
figures include customs duties for 1938, Data for 1949 may in-
clude some trade between Transjordan and Cisjordan.

! Beginning 1950, excluding trade of the petroleum companies

® April te December only. Trade of Lebanese-Syrian customs
union, january to March 1950 (in millions of Lebanese-Syrinn
pounds) : imports 81.7; exports 37.2.

! Partially estimated
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The changes in volume of trade (table 47) were not
parallel to the changes in prices, especially in the case
of exporls. The quantum of imports showed an increase
in most countries, the main exception being Iran; in
the Anglo-Egyptian Sudan and Turkey the rise was
particularly great. :

The commodity composition of imports is shown in
table 48. In recent years the most important trends have

been the decline in imports of cotton goods and the
rise in imports of machinery; both of these changes
reflect the development of industry in the region. The
increase in imports of {oodstuffs is attributable to the
growth in population, which in the region as a whole
has outstripped the rise in agricultural production,
and to the tendency in some countries to divert acreage
io cotton.®

Table 47. Indices of Quantum of Imports and Exports of Selected Countries, 1949 to 1952
(1938=100)

Gountry and ilem 194% 1950 1951 Fi.,f;'ﬁ?ﬂ "

Anglo-Egyptian Sudan: ’

mports . 24 | 136 153 209

Exports . L B 110 142 56
Egypt:

lmporls o ‘ . 1680 188 i88

Exports R A 117 86
Iran:

Imports. . S L 124 124 N

Exports . . B ¥ 114 122
Israel:»

Imports® . ‘ .o 100 114 113 105
Turkey:

Imports o . ... 135 146 174 222

Exports . ‘ 120 117 i21 135

Source: United Nations, Monthly Bulletin of Sta.
tistics; for Egypt: National Bank of Egypt, Economic
Bulletin, vol. V, No. 1, 1952; lIsrael: Ministry of
Finance, Foreign Trade of Israel und Central Bureau
of Statistics and Econemic Rescarch, Statistice!l Brl-
letin of Israel (Jerusalem). Indices fer Iran con-
structed by dividing indices of rial values of imports
and exports (excluding petroleum) by import and

The quantum of exports has been much slower to
adjust to the favourable prices obtained for Middle
East products in 1950 and 1951 than the quantum of
imports. Lxcept in Iran and Syria in 1950, and the
Anglo-Egyptian Sudan in 1951, exports have tended to
remain constant in volume, and in the case of Egypt,
even to decline. The change in the volume of Iran’s
exports, which more than doubled in 1950, can be
accounted for by the resumption of trade with the
Union of Soviet Socialist Republics and with Germany
and by good harvests, following the poor crops of
1949, more than by response to world shortages and
price increases brought about by the Korean war.
In Syria, the higher quantum of exports in 1950 may
be explained by exceptionally good harvests and only
to g limited extent by producers’ reaction to favourable
prices. Apparently, price elasticity of the supply of
staple exports seems to have been effective mainly in
the Anglo-Egyptian Sudan, where the quantum of ex-
ports as a whole rose by 30 per cent in 1951, though it
is difficult to separate this effect from the rise in acreage

export price indices from International Monetary
FPund, International Financial Statistics.

" Indices are not available for totsl exports. How-
cver, the indices of exports ef citrus fraits were as
follows: 1949, 38, 1950, 35; 1951, 32 (1938==100) for
ull of Palestine.

» 1949=100,

resulting from the extension of irrigation. However, in
studying the response to price changes, it should be
remembered that in several cases varialions in yield
due to unfavourable growing conditions obscured in
the final statistics the effort of cultivators to adjust to
the new prices. This was very clear in Syria during
1951, where the difference in cotton and wheat priee
trends prompted a threefold increase in area planted
to eotton and a moderate decrease in wheat acreage;
however, mainly as a result of adverse weather and
insect blights, instead of a large increase in cotton,
cultivators turned in quantities only slightly greater
than the total harvested in 1950. In addition, for other
crops and products the long period of growth necessary
for fruits, nuts and animal products necessarily reduces
or delays response to price stimuli.

The composition of Middle Eastern exports has not
significantly changed during the period under review;
in all countries two or three agricultural items make

! See chapter 1.
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90 Chapter 6. Foreign trade and balance of payments
up the bulk of export trade (table 49). The most im- of foreign exchange following the cessation of oil ex-
portant change has been the increase in exports of ports in August 1951 and the persistent high level of
cotton from most of these countries.? imports. In order to help pay for essential imports,
the Government in August 1951 introduced a bill in the

Several governments in the area made efforts late in Maijlis permitting the sale of £14 million which were
1951 and in 1952 to 1educe the deficit in their balance part of the cuirency Cover. In S(:,-pten']ber7 Bank Melli
of trade. The following measures may be mentioned. cessed supplying foreign exchange for non-essential
In Iran, controls were largely motivated by the shortage imports. In December, the supply of olficial exchange
for essential imports was also discontinued, and im-

1 See chapter 1. porlers were obliged to purchase their exchange on the

Table 49. Quantity and Relative Value of Major Exports,” Pre-war and Post-war

Value Value

Quantily {as percentage Quantity {as perconiage
Cottntry, commodily and year {fonst) u{) f!‘::?:);rﬂ.{:)u Country, eommodily and year (fonat) o{) f{%?mh)“
£3
Afghanistan:e 1951;
1947/48:¢ Copperconcetstmiesandpyntes 204,840 35.5
Persian lamb skins {thousands) 2,400 546 Iron pyntes Coe e 615,000 13.7
Froitsand nuts ....... . .. 31,600 35.5 Fraits. .. ... ..., e 11.1
Wool..................... 5560 5.8 Fovat ' Tota 60.3
ToraL 95.9 “gypL:
1938:
1948/49:4 . :
Persian lamb skins (thousands) 3,230 .. gaz\; wnoré . S 3{5)2’883 7‘%’%
Fruitsend nuts... .......... 45,760 - RP On-8e€d. . .. 65,000 94
Wool ... ... ... .. ... 4,590 .. e " Tors ’ 829
1049: '
Anglo-Egyptian Sudan: Raweotton . ...... . ... .. 359,000 18.1
1938: Rice .. ..., ... ... ..., 339,000 106
Rawcotton. ... ... ... . 62,310 62.4 Cotton yarn o 4,730 14
Guen arabic .. ... .. 23980 121 Torar 90.1
Millet. ...... . . . .. . 54,740 54 1950;
TotaL 79.9 E{lw cotten . ... .. ... ... 386,200 86.6
Raw cotton . .. ... ... 65,030 79 0 Cotton yarn R 5,263 1.4
Cotton-seed .. .. . . ... . 102,930 7.9 Torat 924
Camels (number®) .. .. 78,000 7.5 1951 .
ToTAL 874 Raw cotton c el .. 254,800 818
1950: Rice .. . . . . . ... . 811,400 7.2
Raw cotton . . . ... .. 66530 713 Cottonyarn e B0 38
Cotton-seed . . ... .. ... ... 97,420 6.0 Tran:d ‘ :
Gum arabic . . 38,770 8.3 1§3?’/38'
ToTaL 856 :
Carpets. ... ... ...... 2,690 15.6
1951: Pruitsand nuis. ... ......... 52,410 13.3
Raweotton ......... ... 97,460 76.3 Raw cotton L 18,320 13.0
Cotton-seed e e e 118,590 65 ToraL 41.9
Gum arabic = ... . .. 41,090 56 1948/49:
Torar 884 Carpets . ... 3520 31.0
Cyprus: Fruits and nuts . 48,030 24,1
1038: Hides and skins . . .. co 4,090 85
Copperconcentratesandpyrites 662,000 52.6 1949/50: Torar 63.6
Carob beans . .. . . 60,000 12.3 Carpets. . .. . - 2 800 26.0
Citrus f):u;ts (thnusamis of 71.000 49 Fruits and nuts. . ... . 28,570 155
Cases, s TO‘I ‘L d 693: Raw cotton. .. . R 6,030 10.6
! . Torar 515
1949: 1950/51.
Copperconcentrates and pyntes 191,000 257 QCQ{;@; L 4,600 18.2
Iron pyrites ... . .. 402,000 103 Fruttsand nuts ... .. .. ... 53,400 129
Fruits ... ... ... Torat - 422 Raw colton . .. ) ‘ 19,750 249
T . ToiaL 56.0
1950 1951/52:
Coppcrwnccntratesandpyntes 215,570 27.0 Carpets. .. . ... .. ... .. . 4,130 15.3
Iron pyrites ... ... .., 534,000 14.4 Fruits and nuts. .. . ... .. .. 70,710 17.0
Fruits. . .. ... .. o 103 Raw cotton ‘ .o 9,250 111
“Torar 517 ToraL 43.4
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Table 49 {(cont’d)

Quantily

Value
(ax percentage

Quantity

Value
{as percenlage

Country, commodily and year {forsh) of tolal vulue Country, cammodily and year {lonist) af folal value
of exports) of exports)
Irag: 1930
1938; Cerealse. .. ... ... .. . 18,930 25.5
Cereals . . .. . ... 259,000 33.4 Wool and animal hair. .. .., 1,050 14.4
Dates .. Co..o . 186,000 25.3 Fresh vegetables. ... . . 4,740 7.4
Wool.. . . Co 4,500 12.6 Torat 47.3
ToraL 71.5 1951
1949: Skins and hides .. .. ... 6.6
Cereals ... . 352,130 54.0 Wool and animal hair 46.4
Dates. . .. .. 140,890 28.3 Fresh vegetables .. . 15.7
Wool. A 3,720 4.8 Torar 68.7
ToraL 87.1 Lebanon:
1950: 1951:
Cereals ... .. o e 50.4 Wool . .. .. 4,400 24.3
Dates .. . . . .. . 212,000t 21.4 Citrus fruit. . 43,000 85
Wool . . . . 6.8 Deciduous fruits. . . . 6,500 5.1
Torar 87.6 Totar 37.9
1951 Syria:
Cerenls.. ........ . . ... 53.2 1938 (Lebanon and Syria)
Dates ... .. 351,000 19.2 Vegetables oo 67,300 13.3
Raw cotton e . 6.2 Fruits .. 44,350 13.1
Torar 8.6 Cereals. . . ; 61,800 28
. o OTAL 35.2
Israel'/ Ifalestme. 1949 (Lebanon and Syria):
1938; Vegetabl 36,500 6.3
Citrus fruit {thousands of Reg,eta ey i ' oo i 3
cases). . ... .. . 11,700 74.9 ayon textiles. . . 920 9.
POH].SI] . »;—‘,-’500 57 Cei‘ﬁﬂ}s B - - 19}.,000 36;3
Olive oil 13w 1.6 Torat 519
Totat 82.2 19501
| v s u
< : aw cotton , .
C::g;is{)rmt {thousands of £.400 63.3 Coreals ) 395,370 310
Polished diamonds (carats) = 75900 182 1951 Torat 69.6
Fruit juices ... ... ..... | 4,040 8.5 Wool -
TOTAL 90.0 oo 7,510 14.2
1950: Raw cotton 24,090 42.1
Citrus fruit (thousands of Cereals Tor 45,540 63%
cases) . . ... .. ... 4100 482 Turhers orar '
Polished diamonds (carats) .. 119,510 25.1 urers
Fruit juices . . .. . ... .. 2180 1.0 1938 ,
Torat ! 773 Tob_acw . 43,500 27.1
1951 Fruits and nuts '172,600 25.8
Citrus fruit (thousands of Cereals 3 346,800 ég‘ri}‘
CASBS). . .. ... 3,800 359 1949- orAL .
Polished dizmonds {carats). . 132,450 26.1 T bace 79.900 374
Woollen yarn and piece-goods 260 7.2 FD acco ..o on v
ToTAL 699 Fruits and nuts 128,000 16.5
Raw cotten L 32,300 11.0
Jordan: Torat 64.9
1938: 1950:
Cerealse | 61.6 Tobaceo . 49,249 23.0
Livestock . . . 3.9 Fruits and nuts 146,560 19.2
Fresh vegetables o 2.5 Raw cotion . . 77,870 26.6
Torat 680 Tora 68.8
1949; 1957
Ceresls= 18,220 31.7 Tobaceo . 57,920 213
Lentils .. 1,980 3.7 Fruits and nuts .. 95,580 12.6
Fresh vegetables. . 3,300 6.0 Raw cotton . 56,570 246
ToraL 41 4 Toran 58.5

Seurce: Official national trade statistics.

* Estimated from sales recorded on the Egyptian market,

! Partly estimated.

* Only three major exports, by value, are given for each coun.
¢ Barley and wheat only.

try; hygures are exclusive of petroleum exports of major oil pro-
ducing ceuntries. Total export values exclude re-exports and
gold.

" Unless otherwise specified.
¢ Pre-war date not available.
" Year beginning 21 March.

ftems were not available.
* March to 31 December 1950; Syria only.

" Although total value of exports was revised upward from
£5 29.3 million to £S 39.3 miilion, revised data for individual
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{1ee market, where the dollar rate reached 64.75 1ials
in December 1951. It rose Lo about 81 rials in Septem-
her 1952, Direct controls were also imposed: all but
thirty-six items of essential imports were made sub-
ject to special permits, and duties on non-essentiai
goods were raised. In the first half of 1952, the rial
value of imports fell by approximately one-hird as
compared with the corresponding petiod of 1951.

In Israel a system of multiple exchange rates was
introduced in February 1952, aimed mainly at reduc-
ing the gap between inlernal and external prices, in
line with the Government’s policy of absorbing excess
purchasing power in the siruggle against inflation.”
Only a few most essential imports such as wheat are
now paid for at $2.80 to the Israel pound; $1.40 has
become the rate {or a somewha! more numerous group
of less essential imports, but the greater part of Israel’s
imports is now valued at $1.00 per Israel pound. The
areater price paid by a majority of local importers for
{oreign goods is expected to ration available foreign
curtency more efliciently, bul, in view of the hardly
compressible needs for raw malerials, capital equip-
ment and essential foodstufls, it is doubtful whether
the total volume of imports will be significantly de-
creased by these measures; imports [rom Maich to July
1952 amounted to £1 57.7 million as against £ 45.2
million for the corresponding period of 1951

For exports, most goods are now also valued at $1.00
per Israel pound, but until recently the volume of
industrial exports has been inelastic, owing mainly to
the shortage of raw matetials and periodic shortages
of electricity: a system of exporl financing has been
introduced to facilitate the obtaining of foreign cur-
rency needed to pay for raw materials entering into
export products. However, agricultwial exports, such
as citrus fruit, are limited in the short run by difficulties
in increasing production. From March to July 1952,
total exports from Israel were valued at £1 6.8 million
against £ 7.7 million in the corresponding period of

1951.

In Egypt, in June 1952, imports from the sterling
area and from countries with which Egypt had no
special payments arrangements were subject to the
approval ol the Central Exchange Control in the case
of wool and cotton fabrics, molor cars, and various Jux-
ury arlicles. On 7 October all imports into Egypt were
made subject to import licensing.® Statistics are nol
available to date to evaluate the effect of these new
measures in restzicting the flow of imports, On the
export side, the suppression in May 1952 ol the tax
on cotton exported between May and August 1952
stimulated such exports in the last months of the
1951/52 season, Syria raised tarifl rates on various
manufactured imports in 1952, paitly in order to bring

% See chapter &,
¢ Details of the new regulations appear in the Economic Bul-
letin of the Bank of Egypt, val. ¥, No. 8 {Ceiro).

into balance the merchandise trade accounts of the
country, but mainly in order to protect home industry.”
The most marked increases were in knitied woollens,
ready-made clothing, and glass.* On 23 September 1952
Tutkey suspended the liberalization of imports from
other members of the Furopean Payments Union, owing
to its increasing deficit in foreign trade.

TERMS OF TRADE

High cotton prices, which had greatly improved the -

terms of trade of Egypt and the Anglo-Egyptian Sudan
in 1950, kept increasing duting the greater part of
1951 and further improved the terms of trade of these
countries since the increase in import prices was less
{table 50). In 1952, however, Egypt’s export price
index dropped. In the Anglo-Lgyptian Sudan, the rise
in export prices during the first half of 1952 was about
equal to price increases of imports, and the teims of
trade remained at the 1951 level. Iran’s terms of trade,
judging from the official index of prices of selected
imported and exported commodities on the local
market, have become more unfavourable each year
since 1948. The failure of export prices (expressed in
rials) to recover in 1950, in spite of the rise in price
of a majority of commodities traded on world markets,
may be traced mainly to the fact that Iran did not
devalue the rial in September 1949, while in 1951 and
1952 import prices increased sharply. After an im-
provement in 1950, the terms of trade of Israel
worsened in 1951, partly as a result of lower citrus
prices, which depressed average export unit values;
other commodities failed to rise sufficiently to balance
this downward pressure and keep up with swiftly rising
impost prices.

Lebanon has also been suffering in recent years {rom
declining prices for oranges but its exports of hides and
skins, fresh fruits and vegetables, which sold for high
prices in 1951 and until the spring of 1952, probably
enabled that countiy to keep up with the advance in
the prices of its imports. No index of import prices has
heen computed, but analysis of whalesale prices of
clothing and manufactures reveals that the rise in the
prices of imported commodities included in this index
probably did not match the incieases in export prices.
The marked fall in export unit values during the sec-
ond quarter of 1952 may have brought about some
deterioration. In any case, the trading position of
Lebanon depends less on the actual relationship be-
tween the prices it pays {or imports and those it gets
for its exports—much lower values—than on the de-
mand for its commercial and financial services; these.
in turn, depend largely on the general volume of trade
of adjacent countries, which was high in 1950 and 1951.
The declining trend in trade after March may be a

" Declaration by the Syrian Minister of National Lconoemy.
quoted in Le Commerce du Levant {Beirut}, 9 July 1952
* The import of certain gualities has been hanned entirely
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Table 50. Terms of Trade of Selected Countries, 1949 to 1952

(1938+=100)
Country and item 2949 1950 1951 Py

Anglo-Egyptian Sudan:

mport prices .. 326 327 452 491

Export prices 459 536 71 848

Terms of trade. 141 164 172 173
Egypt:

Import prices. 302 306 349

Export prices.. . 392 5006 798

Terms of trade 130 165 229
Iran:

Import prices . .. o605 524 624 680

Iixport prices 478 400 461 461

Terms of trade 85 76 T4 68
Israel:n

Import prices 100 103 124 133

Export prices® . 100 108 116

Terms of trade 100 105 94
Lebanon:n

Import prices . .. . o

Export pricese 100 130 146 153
Turkey:

Import prices ... 439 361 428 433

Fxport prices 409 418 494 512

Terms of trade 93 116 115 118

Senrce; United Nations, Menthly Bulletin of Sta-
tistivs; National Bank of Egypt, EFeenomic Bulletin,
vol. V, No. 1, 1052,

* 10922100

*Index hased on unit value relatives weighted by
arithmetical averages of linked.year values, including
the following items: Shamonti and Valencie oranges,

more serious factor than any unfavourable develop-
ment in the terms of merchandise trade.

No indices are available for Syria, but in view of
the predominance ol collon in its 1951 exports, it is
believed that prices for its exports as a whole went up
at least as much as import prices in 1951, and that a
reversal occurred some time late in 1951 or during the
first hall of 1952. After some improvement in 1950,
Turkish import prices began to move parallel with ex-
port prices, and the terms of Liade therelere remained
approximately constant in 1951, In the first half of
1952, the effects of the decline in tobacco and cotton
prices were moie than compensated by the rise in
prices for cereals and chrome.

DIRECTION OF TRADE

While the pattern of Middie Fast foreign trade has
not fundamentally altered in recent years, several
changes in direction have occurred, due in parl to new
trade agreements (lable 51).

Trade of Middle East countries with the United
States was at a high level in 1951 (table 52). United
States exports Lo the Middle East were $440 million as
against $325 million of imports (of the latter 865
millien consisted of petroleum products); thus, ex-
ports inereased about 40 per vent and imporls 18 per
cent as compared with 1950 figures Middle Last im-

grapefruit, ‘fuit juices, spirits, woolien yarms and
tissues, and digemends, topether comprising 78 per
cent of total domestic exports in 1950 and 67 per cent
in 1951.

¢ Including the following: fruit, oniops, potatoes,
animal sking, cement and cotton yarn, comprising
about 50 per cenl of Lebanese exports of loesl oripin.

ports from the United States in 1951 were especially
high in the case of Egypt, Iraq, Saudi Arabia and Syria.
Exports to the United States also rose, owing to greater
shipments of wool from Syria and Lebanon, long staple
cotton from Egypt and chreme and tobacco from

Turkey.

Egypt's trade with the United States, which had
shown a swiplus of $8 million in 1950, turned into a
deficit of $22 million in 1951; in addition, monetary
eold valued at $108.5 million was imported from that
country. Including invisibles, the balance with the
United States remained [avourable. Turkey’s imports
[rom the United States declined in 1951, while its ex-
ports to that country increased. The higher value of
Turkish exports to the United States may 1eflect in
part the successiul effort of the Government to channel
exports directly to the United States instead of consign-
ing Turkish products to Germany, Cyprus and Syria,
{rom which they may then be re-exported.” There was a
surplus of $22.8 million in 1951 as against a defieit
of $25.0 million in 1950. Israel’s trade with the United
States 1emained at a high level, 1epresenting about one-
third of Israel’s total imports and nearly one-quarter of
its exporls,

*Ulus tAnkara), 15 June 1950 and International Monetsry
Fund, International Finencial News Survey, vol. 11, No. 50
{ Washington, D.C 1, 30 June 1950
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Table 52, Value of Foreign Trade with Canada and the United States,
and with the Sterling Area, 1949 1o 1952
(Millions of United States dollars)
1949 1951 1952 (fired half}
Country and ilern Canads and Sterling Canada gad Sterling Canada and Sterling Canada gnd Slerling
Uniled Statex area Unitzd States areq United Stafes atra Uniled Stater aren
Anglo-Egyptian Sudan:
mpords .. ..., 1.8 48,1 2.4 48.2 35 70.) 2.6 44.0
Ixports.. .. ..., 14 82.1 22 64 6 3.8 146.7 16 46.9
Balanee . . .. . —04 34.0 —0.2 16.4 0.3 76.6 ~1.0 2.9
Cyprus:
mports. . o 2.4 24.8 1B 22,1 3.8 29.5 1.6 17.2
Exports. . o 2.7 6.3 2.0 7.8 2.9 9.2 25 5.2
Balenee.. .. . . 0.3 - 18.5 0.2 —14.3 ~0.9 ~-20.3 0.9 -12.0
Egypt:
Imports. . 79.3 257.8 413 218.1 84.3» 245.0 57.5 79.0
Exports. . o 13.2 231 2 44.8 1824 56.9 2173 32.3 44.7
Balance .. . —66.1 - 26 6 35 -357 —27.4 - 277 —252 —~34.8
Iran:®
Imports.. . 888 829 50.0 88.7 53.9 822 17.6 207
Exports . 4.6 23.1 12.1 33.0 . ‘ o L
Balance. . . . —84.2 -59.8 ~37.9 —55.7
Ira]g."
mporls Co 17.4 84.0 8.7 68.2 20.0 65.5 17.4 38.0
Exports. . . 28 23.8 - , - :
Balanee . . o =146 —60.2
Israel:
Imports. . .. 109.1 59.7 1176 47.4 118.7 57.8 76.3 25.3
Exporise. . 6.3 222 8.7 11.8 11.0 15.6 5.4 10.8
Balanee. . . ... —1028 —375 -108.9 ~35.6 1077 —42.3 -~ 708 —14.5
Lebanon:s
Imports.. . 54.3 672 20.9 30.7 260 25.6 140 12.9
Exportse o 1.7 14.7 3.2 58 10.3 3.3 1.2 3.6
Balance . . . —526 —525 —17.7 —24.9 —157 —-22.3 —~128 —8.4
Syria:d
Imporis. C . Co 16.8 25.0 26.5 27.1
Exports+ e s 105 191 17.0 20.4
Balance . . Cee —63 -39 9.5 -6.7
Turkey:
Imports. . . .. 737 710 73.5 47.5 45.9 92.7 20.1¢ 53.2¢
Exports. . . 44 8 361 46.0 43.5 69.5 3z.1 22.0¢ 13.3¢
Balance . .. =289 —34.9 —27.5 —40 23.6 —60.6 1.9 —399

Source: United Nations, Direction of International Trade,
Statistical Papers, Series T, and official foreign trade statistics.
Exports include re-exports; gold has not been excluded.

* Excluding $108.5 millien of monetary gold.

"For 1949 and 1950 datn are for twelve months beginning
21 Murch of year indicated; 1951 and the first holf of 1052 pre
calendar periods, For the exchange rate a composite rate of
$0.03101 1o the rial was used.

¢ Export of home produced goods.

“Figures for 1949, representing hwports and exporis of the

United Kingdem expoits to the region increased
somewhat, from the equivalent of about 425 million
in 1950 to $465 million in 1951, while its imporls
showed a shaip 1ise, {rom the equivalent of about $515
million in 1950 to $875 million the following year;
neatly one-half of these imports consisted of crude
and refined petroleum, Its imports from the Anglo-
Egyptian Sudan rose from $61 million to $175 million
and those from Egypt from $112 million to $133

Lebanese-Syrian customs union, are given under Lebanon Trade
with Canade not included. Stering aren includes only the
United Kingdom, Cyprus, India, Iraq, Jordan and Palestine.

* The value of exports to Canada, the United States and the
sterling area has probably been overestimated as B result of
calculating these values at official exchange rotes. In faet, the
law permits the transfer of export proceeds at free rates except
in special instances, and it is understood that a farge proportion
of the expert trade is carried on at free market rates.

! lanuery to May only.

million. Exports to the sterling area from Egypt and
the Anglo-Egyptian Sudan amounted to $245 million
and $70 millien dollars in 1951, Imports from these
two countijes consisted mainly of cotton and reflected,
in general, the strained supply position of cotton
throughout the world and, in particular, the pressure
of sterling area demand upon sources of supply outside
the United States. Egypt’s exports to the United King-
dom fell, however, to $14 million during the first six
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months of 1952 against $88 million in the correspond-
ing period of 1951, Because of shifting an important
share of its purchases from [igypt to the Anglo-Egyp-
tian Sudan, the United Kingdom dropped from first
to fifth customer on the export list though still retain-
ing its position as Egypt’s principal supplier of goods.
Iranian imports from the United Kingdom in rial
values declined by about three-fifths in the first six
months of 1952 as compared with the corresponding
period of 1951, Turkish imports {rom the United King-
dom doubled in 1951, while its exporis declined
slightly. Over half of British exports to Tuikey con.
sisted of machinery and motor vehicles.

France and the Benelux countries tended to lncrease
their share of both exports and imports in trade with
Israel, Syriz and Turkey in 1951, while their share
decreased in some countries, such as Egypt and
Lebanon. Total exports from France to the Middle
East reached approximately $180 million in 1951, as
against $116 millien in 1950; its imports were $530
million as against $328 million, due mainly to greater
purchases of petroleuwm. Western Germany’s exports to
the Middle East more than trebled from 1949 1o 1950
and nearly doubled from 1950 to 1951, More than hall
of these exporis went to the Tukish market and con-
sisted mainly of cotton goods, metal manalactures and
machinery, Western Germany’s imports [rom the Mid-
dle East {cotton, fruits and oil} have also increased at a
rapid pace, the main supplier being Twkey. which in
1951 accounted for about one-thitd of them Tiade
between lian and western Germany has also increased
substantially in the past two years, lollowing the trade
agreement of 1949,

The Soviet Union's trade with Middle Eastern coun-
tries has been mainly with Tran and Egypt; it has
tended to fuctuate widely from year to year. Lgypt’s
imports from the Union of Soviet Socialist Republics
have increased in 1ecent years, but in 1951 its exports
to that country fell sharply. In the first half of 1952,
contracts for barter of Egyptian cotton against Soviet
wheat and sugar raised the value of exchanges, the total
of whieh reached $39.5 million as against $14.8 million
in the corresponding period of 1951, Iran’s trade with
the Soviet Union, though on the upswing, had not re-
covered by 1951 {rom the setback of 1947. In the first
six months of 1952, however, its imports from the
Union of Soviet Socialist Republics rose from 4.6 per
cent of total imports in the Arst hall of 1951 to 16.3
per ceat; its exports from 5.9 to 20.6 per cent.®® This
increase put the Soviet Union ahead of western Ger-
many and the United Kingdom as Iran’s leading cus-
tomer, and second only to the United Siates as a source
of suppiy. Middle East trade with eastern Furope has
risen little, though there has been an increase in Leba-
nese imports from Czechoslovakia.

The Arab States’ boyeott continued to depress Israel’s
trade with the Middle Fast to a {raction of its pre-war
level ?* Nevertheless, trade within the region has prob-
ably risen as a percentage of total trade since 1938.
I Israel’s trade is excluded, regional Lrade has clearly
hecome of greater importance, although it still consti-
tutes only a small Iraction of the total trade of the
Middle Last. The dissolution of the Syrian-Lebanese
customs union in March 1950, however, which has in-
creased the nominal value of 1egional trade while prob-
ably decreasing its real value. makes accurate compati-
son difficult.?®

Balance of Payments

During the petiod under review, all the Middle East-
ern couniries for which infermalion is available had
an import surplus,' whick in some couniries was
heavy, continuing a trend that had set in during the
Second World War or shortly alter (1able 53). Among
the factors which accounted for this were the 1ising oil
rovalties, which enabled producing eountries to have a
constant import surplus; the large-scale investment in
petroeleum; the use of {oreign exchange assets accumu-
tated during the Second World War and the 1eceipt of
foreign aid by Istael and Tutkey. In a lew countries.
notably Isracel, Jordan, Lebanon and Saudi Avabia,

' United States Department of Commerce, Foreign Commerce
Feelly (Washington, D .C ). 17 November 1932

1 See chapter 8, “Refugee Problem™, 1 1939 the Arab States
aceounted for the following percentages of total imports into
Palestine: flour and wheat, 35 per cent; cattie, 50 per cent:
feed for animals, 55 per cent Tragi and franian oif constituted
the bulk of its oil fmports before 1948,

expenditures by lourists and pilgrims or donations from
abroad also helped to finance the import suiplus.

With very few exceptions, the balance of payments
registered deficits on current account which were not
fully covered by capital infllow. As table 54 shows,
the gold and [oreign exchange assets of these countries,
which had been dwindling since the end of the Sccond
World War, were somewhat replenished duting the raw
materials boom of 1930/51. By the end of 1951, how-
ever, they had dropped back below the 1950 level, and
available figuies for 1952 show a heavy decline.

** As & resull of the duties imposed on verious menufectured
gaods of local origin, industiial speciatization and trade between
Syria and Lebanon are probably less than they were in 1949

7 Unless otherwise specified, import and export figures given
in this section huve Deen laken from foreign exehange control
records as published in the International Monetary Fund's
Balance of Puyments Yearbook, 1950-51, (Washingten, 1952)
they do net, therefore, agree with the foreign trade returns
shown elsewhere, which are based on merchandise movements.
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Table 54. Gold and Foreign Assets Held by Official Institutions in
Selected Countries, 1938 and 1949 to 1952
{Millions of United States dollars)
1951 1552
Coundey and item 1038 1949 1950 —
June December June Seplember
Egypt {(National Barn’.)
Gold . . .. o . 55 a8 143 174 174 174
I"oszfn e).cimngc : : Ce e 40 694 636 644 356 251 184
F’Greign investmentss . . S 80 236 245 245 427 427 425
Totan 175 084 979 1,032 a57 852 783
Iran {Bank Melli and Treasury):h
Gold . . e 26 140 139 138 138 138 138
Foreign exchange . . . . . . . 12 103 113 97 o8 48 42
ToraL 38 243 252 235 196 186 180
Trag:e
Cold . - _ - .
Foreign c\r.,i]dn,gt. . . . - 25 25 22 20 25
Foreign investments (st(.rhnf:,) e 22 92 92 92 92 93
ToraL 22 117 117 114 112 117
Fsrael/ Pulestine {(Natione! Bank):
Gold. . - S
Forel_frn e\change A S 11 31 8 8 s e
Foreign investments e 22 iy
ToraL 33 e e C ..
Other banks Lo 34 28 32 44 26 244
Lebanon {Government and Bank af chanon)
Gold.. ... ... . . S 20 20 24 26 29 29
French francs e ‘ 16 13 12 10 9
Other foreign exchange o 2 1 1 1 1
ToraL 38 38 39 40 39
Turl.c) (Central Bani‘)
Geld . 29 154 150 150 151 150 146
Fore:gn etclmnge e 5 49 65 61 66 51 36
Torat 34 203 215 211 217 201 182

Source: Internntional Monetary Fund, International Financial
Statistics. Figures represent end of peried except as otherwise
indicated ; certain additional banks have been included with the
official bank (Anglo-Palestine Bank pnd, after April 1951, the
Bank Le Leumi) to increase the coverage in Israel.

® Including long-term securities of the United Kingdom Gov-

Ecypr

During the period covered in table 53, namely 1949
to 1951, as well as in the first half of 1952, Egypt’s bal-
ance of payments had the same pattern. The trade
balance always showed an import surplus, amounting
to £E 34.6 million during the first half of 1952. Other
items on current account registered a surplus—£E 4.1
million in the Grst half of 1952—but, except in 1949,
this was insufficient to offset the deficit in the balance
of trade, and there was a deficit in the total current
account. A breakdown of transactions by regions brings
out the fact that, in all four periods, transactions with
the Western Hemisphere showed a surplus; this was
largely due to efforts by the Government to increase
exports and to reduce imports from that area and to
purchases of dollar goods from non-dollar countries
against payment in Egyptian pounds. There was also a
surplus in transactions with the sterling area except
during the first half of 1952. These surpluses were,
however, more than oflset by deficits with other parts

ernment and other holdings.

* Datn for year ending 20 March of the {ollowing year.

° Holdings of the Currency Board to June 1949 and of the
issue department of the National Bank thereafter.

4 March.

21939 figure.

of the world. Capital movements also followed much
the same pattern. Each year, Egypt drew on its sterling
balances to cover its deficit on current account and
used its dollar surplus to inerease its holdings of gold,
hard eurrency and other foreign exchange. Reductions
in sterling balances amounted to £E 22 million in 1949,
£LL 29 million in 1950, £E 54 million in 1951 and £E 30
million during the first half of 1952, while increases
in gold and foreign exchange were £E 9 million, £E 23
million, £ 35 million and £E 4 million respectively.**

Inan

Until nationalization of the oil industry in 1951, the
main elements in the balance of payments of Iran were,
on the one hand, a large import surplus, accentuated by
other debit items on current account and, on the other
hand, foreign exchange contributions made by the
Anglo-Iranian Qil Company. During the years 1949/50,

" Nationa}l Benk of Epypt, Economic Bulletin {Cairo).
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1950/51 and 1951/52, excluding exports of petroleum
and imports by the petroleum company, both of which
are included under merchandise in table 53, the im-
port surplus was 5,601 million rials, 4,220 million rials
and 4,390 million rials, respectively. The total deficit
on current account, excluding operations by the oil
company, was 5,915 miilion rials, 4,296 million rials
and 4,579 million rials, respectively. Of this, proceeds
of foreign exchange from the Anglo-Iranian Oil Com-
pany covered 4,024 million rials in 1949/50 and 3,902
million rials and 1,026 million rials in 1950/51 and
1951/52. In 1951/52, the sharp reduction in revenues
from petroleum left a large deficit, which was met by
the sale of foreign exchange assets and the incurring of
short-lerm liabilities aggregating 2,452 million rials, as
well as an $8.7 million loan from the Inlernational
Monetary Fund.

IrRAD

The pattern of the balance of payments of Iraq is
fundamentally similar to the one prevailing in Iran
before nationalization of the oil industry. Merehandise
trade leaves an import surplus, generally large, which
is offset Lo only a slight extent by other credit items on
current account, notably expenditure by pilgrims and
disbursements by foreign ships in the port of Basra.
The remaining deficit has been covered, in whole or in
patt, by the contribution of foreign exchange from the
oil companies, including their capital investments,
which, owing to pipeline construction and other forms
of development, averaged nearly 1D 10 million a year
in 1948-51, ’

The import swrplus {excluding transactions by the
petroleum companies) amounted to ID 16.]1 million in
1949, 1D 2.9 million in 1950 and 1D 8.2 million in
1951. Owing to the low level of ¢il production, royal-
ties, local expenditures and capital investments by the
oil companies amounted to only ID 7.6 million (net)
in 1949 and 1D 7.9 million in 1950, but in 1951, owing
to expanded production, they rose to ID 19.3 million.

IsrAEL

Outstanding features of Israel’s balance of payments
were the heavy import surplus on the one hand and the
large inflow of donations on the other. These donations
covered five main groups of private remiltances: eash
donations by individuals, amounting to £I 5.2 million
in 1949, £1 5.0 million in 1930 and £] 5.8 million in
1951 ; donations by Zionist national institutions, equal
to £1 24.5 million, £1 18.9 million and £1 11.5 million,
respectively; gifts in kind, amounting to £1 2.4 million,
£1 5.5 million and £1 9.9 million; transfer of personal
effects by immigrants, amounting to the equivalent of
£1 3.7 million, £I 2.9 million and £] 24 million; and
transfer of immigrants’ capital equal to £1 1.8 million,
£1 2.4 million and £1 13.2 million, respectively. In

addition, the 1951 figure included an official grant of
&1 5 million, representing the portion released in that
year of a 365 million grant made by the United States
under the Mutual Security Act for the fiscal year
1951 /52,

In all three years covered by the table, donations
were not sufficient to meet the deficit in other corrent
transactions. It was met by reducing sterling and dollar
halances, selling foreign securities and drawing on the
proceeds of Export-Import Bank loans and the Inde-
pendence Loan floated in the United States. Releases
of steriing balances amounted to £I 8.5 million in 1949
and £1 14.9 miliion in 1950, Drawings on the Export-
Import Bank loans amounted to £1 6.6 million in 1949,
£l 16.2 million in 1950 and £1 12.9 million in 1951,
while the Independence Loan contributed £1 18.0 mil-
lion in 1951 The figures shown under “errors and
omissions” cover imports without payments in official
foreign exchange (LI 8.6 million in 1949 and £1 1.9
million in 1950} as well as commercial credits and
short-term loans, mostly in United States dollars.

Figures for the first six months of 1952 showed an
import surplus of £I 56.3 million, of which £I 16.4
million represented imports “withoul payments” or
“against additional obligations”. National [unds con-
tributed £I 7.6 mitlion, and a United States grant-in-
aid £1 11.6 million. The balance was met by issues of
“independence bonds”, amounting to £I 9.8 million;
drawings on the Export-Import Bank loan, amounting
to £1 8.3 million; and the sale of foreign securities
worth £1 2.3 million.??

LEBANON

Lebanon’s balance of payments normally has a heavy
import surplus, covered partly or wholly by earnings
on services and donations. In 1950/51 its import sur-
plus amounted to £L 12 million. Expenditures by tour-
ists totailed £L. 33 million. Earnings on transit trade
and profits on foreign exchange transactions amounted
to L1 69 million. Donations, including gifts to schools
and other institutions (LL 16 million), remittances by
emigranis and transfer of capital by immigrants (£L 50
million) and international aid to Palestine Arab refu.
gees (L1 39 million}, ageregated £L 105 million. The
remaining deficit on curtent account was covered
mainly by capital investment by petroleum and other
foreign companies.

Synia

In 1951 Syria’s import surplus amounted to £S 126
million against £35 68 million in 1950. The most im-
portant offsetling items on current account were £8 54
million received from the petroleum companies as
transit dues and Jocal expenditures, £S5 Il million

** Bank for International Settlements, Press Review {Basle)},
20 Nevember 1952
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contributed by the United Nations Relief and Works
Agency for Palestine Refugees and £5 10 million rep-
resenting emigrants’ remittances. The remaining deficit
on current account, £5 41 million, was covered by a
$4 million loan from Saudi Arabia, by capital inflow
of £S5 12 million and by sale of gold and foreign ex-
change. Figures for the first nine months of 1952
showed a small export surplus, and it appeared likely
that complete data for the year would show no deficit
on gcurrent account.

TurkEeY

Since 1947, Tuikey’s balance of trade has con-
sistently shown an import surplus, which in some years
was fairly large. This has been covered, to a large ex-
tent, by United States grants and various foreign loans,
the balance being met by sale of gold and other assels.

The import surplus was £T 184 million in 1949 and
£T 52 million in 1950; these figures do not include
transport costs which, together with other items, raised
the deficit on goods and services to £T 318 million and
£T 188 million, respectively. Moreover, the fHgure

shown for 1950 under *errors and omissions” is be.
lieved “to 1eflect primarily unrecorded prepayments
{or imports and proceeds of exports left abroad”.*® The
gap thus left in current accounts was partly met by
grants and loans and by liquidation of gold and foreign
assets aggregating £T 14 million in 1949 and £T 133
million in 1950.

No balance of payments data are available for 1951
or 1952, The import surplus, as recorded in foreign
trade statistics, widened from £T 62 million in 1950 to
£T 247 million in 1951 and £T 211 million during the
first half of 1952, As in previous years, the deficit was
mostly covered by loans, grants and drawing rights.
During the period 1 July 1950 to 30 June 1952, United
States grants to Turkey totalled $109.2 million and
United States loans ~ total drawn - $40.5 million. In
1950, the International Bank for Reconstruction and
Development advanced to Turkey loans aggregating
$25.4 million; this amount does not seem to have been
drawn upon until the {ollowing year. Such loans and
grants, however, do not seem lo have completely cov-
ered the deficit; there was a decrease in the gold and
foreign exchange holdings of the Central Bank.

Trade Agreements

The trade agreements concluded by Middie Eastern
counlries during the past {ew years fall into three main
groups. The first consists of agreements between Arab
States, designed to implement the Arab League’s rec-
ommendations for closer economic co-operation among
its members, The second comprises trade agreements
made by Israel with a laige number of European, Asian
and Latin American countries. The third group, the
most important, compiises agreements between Middle
Fastern countries on the one hand, and western Ger-
many, the Soviet Union and other European countries
on the other.

Trade agreements between Arab States include those
signed by Egypt and Saudi Arabia in 1949; Egypt and
Syria in 1950; Egypt and Jordan, Egypt and Lebanen
in 1951: Lebanon and Jordan in 1952; Syria and Jor-
dan in 1952 Following the breakup of the customs
union between Lebanon and Syria, in March 1950, two
agreements were concluded between these two coun-
tries.

In view of the fact that the economies of the Arab
countries are complementary in only a few respects,
trade between them is at a low level and the value of
transactions covered in these trade agreements is small.
Egypt and Lebanon, the most industrialized, have un-
dertaken to export certain manufactured goods in ex-
change for [oodstufls and raw materials. The list ol
Egypts exports to Jordan, Lebanon and Syria speci-
fied fine cotton vain and thread, electric bulbs, fezes,

hooks. cinema films and phonograph records; in addi-
tion, Lebanon was to receive raw cotton, Jordan cotton
fabrics and Syria certain petraleum products. Egypt’s
stipulated impoils included wheat and barley, olives,
olive oil, potatoes and hides from Syria; livestock,
dairy products, vegetables, fruit, soap and raw wool
from Jordan; vegetables, fruit, oil, silk and woollen
fabrics, cement, confectionery and books from
Lebanon.

For some time after the breakup of the customs union
between Lebanon and Syria, trade declined substan-
tially., The commodilies most affected were Lebanese
fruits, cotton yarn, matches and beer, which became
subject to a duty in Syria, and Syrian wheat and milk
products, which were no longer protected against for-
eign competition in the Lebanese market; likewise,
Syrian silk textiles were subject to a duty in Lebanon.
In December 1950, the two Governments signed an
agreement removing prohibitions on importation from
either country of agricultural and domestic industrial
goods, that is, goods containing local raw materials to a
value of at least 50 per cent. Such goods were, how-
ever, to continue to be subject to the usual customs
duties in both countries and to require import licences
for entry inte Syria.

In February 1952, a comprehensive commercial and
financial agreement was concluded. Agricultural prod-

i [nternational Monetary Tund, Balance of Payments, 1949-50
{Washington, D.C.}, page 375.
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uets of both countries were to be exchanged [ree of
duty, as were also a few industrial goods such as glass,
containing only a small proportion of foreign raw
materials; certain other industrial goods, including
cement, soap, macareni and similar products, beer,
sking and some textile products, were 1o benefit from a
33 per cent reduction on ordinary tarifls; other indus-
trial goods were to pay the full duty levied on foreign
goods. In addition, Syria declaved its willingness to
purchase imported goods in Lebanon, to authorize free
travel to that country and to settle all outstanding debts,
So far, however, this measure has failed to increase
trade between the two countries appreciably, while
travel between them is still at a low level. Syria’s al-
tempts to divert import trade to the port of Latakia
have met with only a limited measure of success; some
two-thirds of imports, by volume, still enter the country
through Beirut. The larger part of sea-borne exports,
however, is sent through Latakia.

Israel’s trade agreements have been influenced by
the fact that it has an import surplus in its trade with
most countries and at the same time disposes of 1¢la-
tively large amounts of hard currency. Hence, commer-
cinl agreements have tended to foliow the same pattern,
providing that the value of imports is to be met partly
by exports of Istael goods and partly in hard curvency
or capital transfers. During 1949, agreements were
concluded with Finland, Hungary, the Netherlands,
Poland, Uruguay and Yugoslavia, providing lor im-
ports aggregaling $33,916,000 and exports tolalling
$8,998,000. In 1950, agreements with Argentina,
Czechoslovakia, Finland, Hungary and the Netherlands
provided for imporls worth $33,560,000 and exports
worth $12,060,000.*" Recently, as certain industries in
Israel have increased their oulput, there has been a
tendency to conclude agreements in which imports are
fully mel by exports of Israel products. Thus, in 1950,
an agreement with Turkey provided for the exchange
of up to $840,000 of goods; an agreement with Fin-
land, in the same year, provided for the exchange of
$3.000,000 of goods, and an agreement with Norway in
1951 provided lor an exchange of $2,240.000 of goods.
Nevertheless, most agreements still stipulate a surplus
of imports by Israel. For example, an agreement con-
cluded with Yugoslavia in 1951 provided that 85 pe

"'-}"ewwisia Agency for Palestine, fsrael Economic Herizens
{(New York), November 1959

cent of the value of imports was to be met by exports
of Israel goods, with the balance in foreign exchange.
An agreement with Poland, in the same year, provided
for expoits up to 65 per cent of imports, and a 1951
agreement with Uruguay provided for exports up to
20 per cent of imports,

The third type of trade agreement mentioned covered
agreements hetween various Middle Eastern countries
on the one hand and certain European countries on the
other. The most important of these agreements have
been with western Germany, which is raising its already
large share of Middle Eastern trade by agreements with
Afghanistan, Egypt, Iran, Iraqg, Lebanon, Syria, and
Turkey. In addition, a German reparations offer to
Israel of $714 million was scheduled to be paid in
goods,

The range of countries with which Middle Eastern
States have recently concluded agreements may be illus-
trated by Egypt, which during the past four years has
signed agreements with Czechoslovakia, France, west-
ern Germany, India, Jordan, Lebanon, Pakistan, Poland,
Saudi Arabia, Switzerland, Syria, the Soviet Union and
Yugoslavia. In value, the most important of these was
the trade and payments agreement with western Ger-
many, concluded in April 1957 and extended in June
1952 to May 1953. The value of transactions was origi-
nally fixed at $50 million and, in June 1952, raised to
$79.1 million. Egyptian exports include cotton, cotton
yarn, manganese ore, calcium phosphate, oniens and
garlic, while German exports include machinery, metal
manufactures, electrical equipment and chemicals.'®

The Union of Soviet Socialist Republics concluded
barter agreements with Egypt in 1951 and 1952, pro-
viding for the exchange of wheat against Egyptian cot-
ton and rice. It concluded one with Iran in 1950, ex-
tended in 1951, {or the exchange of cotton piece-goods,
sugar, rails and other iron and steel products, cement,
glass and paper against rice, cotton, diied [ruits, oil-
seeds, tobacco, wool and goatskins.

As a resuit of these trade agreements, western Ger-
many and the Union of Soviet Secialist Republics have
appreciably increased their trade with Egypt, Iran and
Turkey, partly at the expense of the United Kingdom
and the United States.

" National Benk of Egypt, Economic Bulletin, vol. IV, No. 2,
1951 and vel. V, No. 2, 1952






Chapter 7

FOREIGN CAPITAL IN THE REGION

Only meagre data are available on foreign capital in
the region. With a lew exceptions it may be said that
neither the Middle Last countries which receive foreign
capital nor the countries which provide it give a de-
tailed account of capital movements. Therelore, no
attempt can be made to present an over-all picture of
tlie amount of foreign capital and its origin. In view

Private Foreign

By far the greatesl part ol {uieign investment has
been in the petroleum industry of the Middle East;
there are few datn on privale investment in other fields,
excepl in Israel, or on investmenls originating from
creditor countries other than the United States.

INVESTMENTS 1IN THE PETROLEUM INDUSIRY

The petroleum industry in the Middle East has heen
developed almost entirely by foreign capital—Ameri-
can, British, Dutch and French. Nearly one-half of this
investment has heen made since 1945, when the industry
undertook large-scele development projects to increase
production from the huge reserves that had been dis-
covered during the past two decades. In 1925 1o1al
investment in the petreleum industry of the Middle
Fast was about $100 million: most of this amount was
invested in Iran. By 1935, the total had increased to
about $350 million, mainly as a result of the develop-
ment of new fields in ling and Bahrein, together with
construetion of tl‘anspoit and other facilities, as well
as further development of the Iranian oil industry.
A decade later, in 1945, total investment reached about
$1.000 million, owing largely to the opening of Saudi
Arabian fields, construction of several new refineries,
and extension of existing {acilities. In post-war years,
a shift of emphasis to the Middle East by the oil in-
dustiy to meet an increasing part of the rising world
demand for petroleum resulted in the carrying out of
large-scale development programmes which raised
gross investment to $1,900 million by 1951.' The
greater part of this increase was accounted for by the
reinvestment of earnings.

There are no figuies available on the total amouny
of foreign capital invested in the Middle East each

' Figures on investment [rom Arabian Americen Qi1 Com-
pany, Middle Fast Oil Development (New York, 1952).
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of the importance of this subject, however, an en-
deavour has been made to provide a summary of the
scanty information available as to foreign capital de-
rived from private sources; foreign capital received
from government sources; and {oreign capilal oblained

from international organizations.

Investments

year, but there are indications that the inflow has been
declining recently, since the oil industry reached the
peak of its construction activilies in the period 1948
to 1950, For instance, capital movements irom the
United States for direct investment in the petrolenm
industry of the Middle East countiies {excluding Bah-
rein, Kuwait and Turkey) declined {rom $98 million
net in 1949 to 885 million in 1950; and in 1951 there
was a disinvestment of $26 million.®

Over nine-tenths of all investment in the oil industry
of the region was controiled by United States and Brit-
ish interests prior to natienalization of the Iranian oil
industry in Mareh 1951, According to an unofficial esti-
mate. United States-controlled oil interests accounted
for over two-fifths of the 1931 value of investment in
the fixed assets of the petroleum industry of the Middle
East. The share of British-controlled interests was
estimated at nearly half of the total, but this proportion
was greatly redoced by nationalization of the properties
of the Anglo-Iranian Oil Company in Iran. Dutch and
French interests each represented around 4 per cent
of these assets; the remaining one per cent was owned
by the Governments of Egypt, Irag and Turkey.?

In 1951 about 90 per cent of this investment was in
the major oil producing and refining countries of the
region: Iran, Saudi Arabia, Iraq, Bahrein and Kuwait,
part of it in connexion with pipelines and harbour
facilities required for oil operations. In addition te
these investments, in the past two decades about $90
million has been spenl by certain concessienaires in

* For purposes of comparison, net dircet investments in petro-
lenm from the United Stiates to Latin American countries
amounted to $56 millon in 1950 ard & disinvestment of 848 mil.
lion in 1951. For definition of direct investment, ns used in this
chapter, sce footnote 8.

® Yeganch, M., “Investment in the Petroleum Industry of she
Middle East”, Middle East Jonrnal, vol. 6, 1952
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Table 53, Consolidated Net Income, before and after Foreign
Government Taxes, of Certain Oil Companies, 1948 to 1951

{(Millions of dollars)

Net income before
Soreign government lux

Nel incame after
Soreign governiment lax

- il frnian P Pelean gl rghig o Babe Pl
1948 . 2111 . 97.9 832 56.4
1649 152.7« 69.5 68 2 1151 61.4
1950 . 236.5 3.7 94.5 1274 50.6
1w/l 142.2 148.9 69.6 180.1 98.4

Source: Moody's Industriafls (New York}; Anglo-
Iranian il Company, Lid., dnnual Report and Ac-
counts (London); Federal Trade Commission, Inter-
national Petrolenm Cartel (Washington, D.C., 1952}

¢ Excluding funds accumulated in a “special con-
tingencies account” in the perfod 1948 to 1951, amount-
ing to £49987.440 (nearly $340 million} which would
have been paid to {ran if the 1949 “supplemental
agreement” had been ratified A purt of this ameunt
(which has been estimated at gbout £22 million by
Irenian sources) represeats the share of Iran in the

several other parts of the region without discovery of
oil in commercial quantities.

As to the pattern of investment, it has been estimated
that refineries in the Middle East have absorbed nearly
two-fifths of the value of fixed assets, Investment in
pipelines and port facilities was compuled to amount
to almost one-third of the total; the remaining part —
a little more than one-quarter—represented investment
in production, including exploration, diilling and stor-
age facilities, and in complementary installations, such
as housing and other buildings, roads and airports,
roughly in the proportion of two to three, respectively.?

The actual amount of gross or net profits obtained by
the oil companies fiom their investments in different
countries of the Middle East is extremely difficult to
ascertain. Some companies do not publish financial
statements. In other cases, befoie the latest profit
sharing agreements were made, some companies oper-
ated on a cost basis in accounting to their parent com-
panies; the profits resulting {rom their local operations
were not shown separately in the income accounts of the
parent companies. In another instance, though the pro-
ducing company operaled on a profit and loss basis,
its parent companies divided its productien among

* Ibid.

® Foreign government tax; for payments to Middle Enst gov-
ernments by the oil companies, see chapter 3.

“ While some other countries hmve important private invest-
ments in the Middle East, no comprehensive data are available
on them. British and French investments in the region are cen-
siderable but, in the main, they were made before 1939 In the
post-war period, investment by these two countries has reached
significant proportions only in the petroieum indusiry, In Israel,
British and French capital has represented an appreciable share
of total foreipn investments since 1948

Bank of Lngland publications, United Kingdom Ouversens
Investments, 1938 to 1948 (London, 1950) and Unrited Kingdom
Querseas Investments, 1949 gnd 1950 (London, 1952), give some

general reserves according to the 1933 concessionary
sgreement, and the halance additional payments under
the 1949 “supplemental agrecment”. An amount of
£178 million {arcund $300 million} was used for cap-
ital expenditures out of earnings from 1948 to 1951

¥ Based on 30 per cent equity share of Stendord  Oil
Company of California in the Arsbian American Oit
Company.

°* Adjusted to take into account the 1949 deprecia-
tion of the pound

themselves at lower than market prices. Sometimes the
income accounts published by an oil company are con-
solidated, covering world-wide activities, without show-
ing separately the income drawn from a particular
country, though most of its operations are in the Mid-
dle Last. Other difficulties arise out of the fact that
certain companies do not show the amount of profits
reinvested or the depreciation cost: sometimes the
total paid in taxes to foreign governments is not stated.
Table 55 shows income before tax® and after tax for
three of the major oil companies operating in the

Middle East.

NET DIRECT INVESIMENTS FrROM THE UNi1TED STATESS

For the Middle East® the inflow of net direct foreign
investments® from the United States amounted to $114
million in 1949 and %102 million in 1950 {table 50).
There was a disinvestment of $13 million in 1951, when
capital flow was reversed owing to the fact that oil

date on United Kingdom investments, for three Middie East
arcas enly and in nominal capital values (all securities; in mil-
lions of pounds sterling) :

End of year 1938 1943 1948 1850
Anglo-Egyptian Sudon 17 13 11 1
Iran, i 3 34 e
Baypt . . Lo . 3 7 9 10

" Including Egypt, lran, Irag, Israel, Jordan, Lebanor, Oman,
Saudi Arabia, Syria, Trucial Oman, Turkey and Yemen,

" Direct investments incluede (1) net assets of foreign branches
of United States companies; (2} the value of the Linited States
equity in foreign business organizations owned to the extent of
25 per cent or more of the voling sceurities of the foreign enter-
prises by persons or other interests ordinarily resident in the
United States; {3) United States equity in foreign corporations
whose voting stock is publicly held within the United States to
an agregote extent of 50 per cent or more, even when no investor
or afhlirted group of investors owns as much us 25 per cent;
(4} outright ownership of reul property. The daia on the outflow
of direct investment ecapitel from the United States include
reinvestment earnings of foreign branches but not of subsidiaries.
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enterprises in the Middle East began to turn over Lo
parent companies in the United States the cash proceeds
from their sales which they no longer required for in-
vestment alter completion of such major construction
projects as pipelines. On United States investments in
Egypt there was an outflow in 1950 of $16 million net
owing to the surrender of exploration concessions, hut
a net direct investment of $3 million in 1951, In Tur-
key, United States direct investinent amounted to ap-
proximately $1 million net in 1950 and $2 million
in 1951. The flow of ecapital from the Uniled States {or
direct investment in Middle East activities other than
petroleum amounted to approximately $17 million net
in 1950 and 813 miliion in 1951,° constituting about 17
per cent of United States total net direct investment in
the Middle East in 1950 as against about 14 per cent
in 1949,

Table 56, United States Net Direet Investment in
Middle East Couniries,” by Major Fields,
1949 1o 1951

(Millions of United States dollars)

Industry 1959 1950 1951
Manufacturing. . 12¢e 9 6
Petroleums 98 85 —26
Otherd . 4 8 7

Torar 114 102 —13

Sotrce: United States Department of Commerce, Survey of
Current Business {Washington, P.C), December 1951 and
September 1952; outflow from the Middle East represented by
minus sign. Data include reinvested earnings of branches hut
not of subsidiaries

¢ Egypt, Fran, Iraqg, lsreel, Jordan, Lebanon, Oman, Saudi
Aradia, Syria, Trucial Oman, Turkey and Yemen; reinvestment
of earnings in subsidiaries of United States companies in Babrein
were S41 mitlion in 1947, $35 million in 1948 and 332 million in
1949 {United Stales Department of Commerce, Balance of Pay-
ments of the United States, 1949-1951, Washington, D €, 1052).

" Manufacturing and distribution.

" Investment in the Turkish petroleum industry included under
“mher”

Y Includes agriculture, public wilitics and miscellancous

The share of the Middle East in 1950 in the totlal of
United States net direct {oreign investments was aboul
15 per cent. if petioleum is included. I petroleum is
excluded, the propertion was approximately 5 per cent
in 1950 and 3 per cent in 1951. Compared with United
States investments in Latin-American countiies, its net
direct investments in the Middle East were ahout one-
eighth in 1950 and one twenty-filth in 1951, petroleum
excluded. They were higher than iits Investments in
Ceylon, India and Palkisten, which were 87 millien in
1950 and 3! million in 1937 if petioleum is excluded--
$#13 million and 87 million. respeetively, il petroleum
is included.

* United States Department of Commerce, Survey of Current

Business (Washington, D.C), December 1951 and September
1952,

The total value of outstanding United States direct
investments in Iigypt and the Anglo-Egyptian Sudan
was $39.7 million in 1950 as against $16.8 million in
1943; in Saudi Arabia, Iraq, Jordan, Lebanon and
Syria the total was $574.6 million in 1950, more than
ten limes the figure in 1943.2° Of the $39.7 million
invested in Lgypt and the Anglo-Egyptian Sudan in
1950, 88 million was invested in manufacturing, $0.5
million in transpert, communication and public utili-
ties and $2.8 million in trade. In the second group of
countries, $1.1 million was invested in transportation,
communication and public utilities and $1.7 million in
trade. The total amount invested in petroleum in these
same Middle East countiies was $596.1 million. Fur-
thermore, it is likely that a considerable proportion of
the $148.6 million listed as representing outstanding
investment in petroleum “in other . . . dependencies”
(that is, other than in the Western Hemisphere and
Africa)’ refers to investments in Bahrein and Kuwait.
In Turkey, outstanding United States investments “ex-
ceed $33 million. Of this amount, approximately 811
mitlion is invested in oil distribution facilities, $8 mil-
lion in American-sponsored sehools and hospitals, and
$0 million in tobacco processing installations. Other
fields of activity involving considerable American in-
vestment include sewing-machine distribution, electrie-
light bulb preduction. licorice processing, pharmaceu-
tical manufacture and the distribution of photographic
equipment.”** It may be mentioned that the total out
standing in 1950 for United States direct investment
in India, Indochina, Indonesia and Pakistan was
$108.2 million, and the total [or Latin American repub-
lics, $4.675 million.

PRIVAIE INVESTMENTS IN [SRaEL

The only Middle East country for which there are
some comprehensive data on foreign private investments
is Israel. In recent years it has had the largest inflow
of foreign private capital of any country if investment
in the petroleum industry is excluded. Out of a total
of 731 enterprises approved by Israel’s Investment
Centre from 1950 up te 31 July 1952, 601 were of
foreign origin, representing a total capital outlay of
$138.8 million. United States and Canadian capital ac-

" United States Department of Commerce, Survey of Current
Business, December 1952 The data en ouwtslanding investments
presented in this paragraph are not strietly comparable with the
data on dircet-investment eapital movements presented above,
An importent factor is the exchange rute al which the foreign
currency in which the assets are presented is converted into
United States dollars. In general, the vaiuation of United States
direet investments abroad in the 1950 census is considerably
lower than estimates based on data eoncerning capital vetflow.
One reason is that the 1956 data represent book values, in which
fixed assets appear at the depreciated eriginal cost, whieh in the
aggregate is much less than their replacement cost at present
price levels, and also lower then the market value, Necessary
data were not aveilable for another way of valuation.

Ubid,

¥ G C MceGhee, United States Ambassador to Tuskey, quoted
in Foreign Commerce Feeldy (Washington, DC }, 20 Octeber
1952
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counted for about one-third of all foreign private in-
vestments in Israel (table 57). Four-fifths of the ap-
proved projects were in industry.** Mention should also
be made of donations, since a large proportion of them
has been used for investment. Remittances [rom abroad
amounted to £1 31.1 million in 1949, £1 27.9 million
in 1950 and £I 26.7 million in 1951, while capital
transfers by immigrants amounted to £I 11.4 million.
£I 12.8 million and £I 15.6 million, respectively "

Table 57. Private Foreign Investments Approved in
Israel to 31 July 1952

{Thousands of United States dollazs)

Number of Clapilal

Couniry or area profects irvested
United States and Capada. ... .. . 219 46,800
Central and South American countries 19 2,000
Europe:
Great Britain L 46 12,400
Switzerland . o 4] 11,040
France. ... . .. .. . L 54 10,900
Benelux countries . .. .. ... 46 8,800
Tealy . L 38 7,100
Germany and Austria. 22 3,500
Scandinavian countries .. . .... .. 7 1,000
Toral FRoOM EUROPE 254 54,700
Other countries o 109 35,300
WorLp 1otarL 601 138,800

Source: Jewish Agency for Palestine, Feonomic Horizons,
September 1952, These Hgures do mnot include private invest-
ments not under the jurisdiction of the Investment Centre

STEPS TO INCREASE THE INFLOW OF FOREIGN CAPITAL

In only one country of the region, Lebanon, are for-
eign exchange transactions entirely free from restric-
tions. This 1esult was brought about in successive steps,
of which the latest was the abolition, in May 1952, of the
obligation of concessionary companies to purchase 80
per cent of their requirements of local currency at the
official rate of exchange. At present, exchange trans-
actions and transfers of capital may be effected, with-
out restriction, at the free rate of exchange. In other
countries foreign exchange transactions are subject to
controls, but during the past few years various measures
have been taken to encourage the inflow of foreign in-
vestments.

In Egypt a decree law of 1952 authorized foreign
enterprises, in establishing new cornpanies or increas-
ing the capital of existing companies, to hold 51 per
cent of the capital instead of the maximum of 49 per
cent allowed under a 1947 law; if within one month
the share reserved for Egyptian capital is nol sub-
scribed, the proportion of foreign capital is allowed
to go above 51 per cent. Transfer of profits abroad has

Y Jewish Agency for Palestine, Economic Herizons, Septem-
ber 1952,

U Tnternationel Monctary Fund, Belance of Payments Year-
book, 1950-51 {Washington, D C,, 1952},

also been facilitated.® The provisions of the 1947 law
requiring that at least 40 per cent of the directors, 65
per cent of the salaried employees and 90 per cent of
the wage earners of any jeint stock company in Egypt
must be Egyptian have not been modified.

A law for the encouragement of investment was
passed in March 1950 by the Parliament of Israel.
Simultaneously, an Investment Centre was established
as an independent department of the Ministry of Trade
and Industiy to decide whether a proposed investment
should be approved as beneficial to the economy.
Among the privileges granted under this law to such
“approved undertakings” were the following. A non-
resident investor is entitled to withdraw, in the foreign
currency in which the investment was made, an amount
up to 10 per cent of the capital invested, either as
profit or as amortization, or both. Investment in im-
ported machinery and equipment is considered similar
to an investment in foreign currency, and the foreign
exchange required is provided at the official rate of
exchange. Tax reductions, exemptions or deferments
are granted on income tax, import duties and property
tax. A depreciation rate twice as high as the normal
rate is allowed during the first three years on the equip-
ment and plant of new enterprises and one and 2 half
times the normal rate during the next two years*® In
February 1952 another incentive to foreign investors
was provided by making the highest of the exchange
rates for the United States dollar applicable to foreign
investments, which can be made now at the rate of one
dollar per Israel pound.

Moteover, Israel and the United States have signed
an agreement under which future United States private
investments in Israel will be insured by the United
States against the risk of loss by expropriation or non-
convertibility of profits and principal into United
States dollars. A prospective investor, after having his
project approved by the Israel Government Investment
Centre, will negotiate the guarantee with the Mutual
Security Agency in Washington. If the investor is un-
able to convert the profit or capilal accruing to him,
the United States Government will reimburse him in
dollars, acquire in counterpart his Israel pounds, and
have them converted by the Israel Government at ap-
proximately the normal exchange rate current at the
time of transfer.)” This insurance does not protect
against depreciation of the local currency in terms of
foreign exchange.

The Israel Parliament also enacted a general law in
1952 regulating petroleum exploration and exploita-
tion in that country.

13 International Monetary Fund, International Financial News
Survey (Washington, D.C.}, 15 Aungust 1952,

& P Doron, “Private Foreign [nvestment in Israel” (Israel
Office of Information), Tuly 1952,

i Tewish Agency for Polestine, Fronomic Horizons, Septem-
ber 1952
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In Syria a decree law of 21 April 1952 simplified
exchange regulations, giving greater freedom for trans-
fers of capital. To facilitate the channelling of foreign
exchange earned from exports through authorized
banks to pay for licensed imports, exporl proceeds were
to be converted at free rates. On the other hand, steps
which might restrict inflow of foreign capital in cer-
tain fields were taken to ensure that forcign companies
in Syria registered before undertaking any activity, and
utilized Syrian agents in Syria; the president and the
majorily of direclors of any enterprise must be Syiians
and the majority of capital invested in the enterprise
must be owned by Syrian nationals.#

In Turkey a law to encourage foreign investments was
enacted in 1951, This law was rather comprehensive in
its protection of foreign investments, but did not apply
to foreign capital already invested in Turkey. For the
purpose of the law, the following are considered as
foreign capital: foreign exchange; machinery, equip-
ment and construction materials; concessions, patents
and trade-marks brought into Turkey for approved
projects in the fields of industry, power. mining, public

works, lransportation or lourism. A proposed project
must be approved by a committee set up by the Council
of Ministers in order to qualify. Enterprises set up with
foreign capital have the same rights, facilities and
immunities as Jocal enterprises. The foreign investor
may each year transfer as profits, interest or dividends
up to 10 per cent of the capital brought into Turkey,
al the same rate of exchange as that originally pre-
vailing. He may also transfer the principal after a
period of time to be determined by the Council of
Ministers—not less than three years after the date of
entry of the foreign capital. Profits exceeding 10 per
cent of the capital may either be transferred as profits
in a subsequent year in which the total is less than
10 per cent of the invested capital, or transferred along
with the capital invested. Capital and intercst on long-
term loans from foreign couniries to enterprises in
Turkey have the same privileges as foreign capital
invested and may benefit from a special guarantee
granted by the Council of Ministers. It was announced
in December 19521° that Turkey was prepared to permit
the participation of foreign capital in exploring for
petroleam and expleiting any oil found in Turkey.

Foreign Capital from Government Sources

The greater part of governmental foreign aid to
Middle East countries comes from the United States.?
United States Government foreign aid to Israel and
Turkey amounted to $245.3 million from 1 July 1950
to 31 March 1952, this total accounting for about 90
per cent of all its grants and credits to Middle East
countries in that period (iable 58).

Loans from the Export-Import Bank of Washington,
D.C., have represented the largest part of loans made
to Middle Last countries during recent years. For the
period 1 July 1950 to 31 March 1952, they represented
$127.8 million out of a total of $130.2 million of loans
and credits utilized. The beneficiaries of these loans
were Afghanistan, Lgypt, Istael, Saudi Arabia and
Turkey.* In Israel, of the $135 million in Josns and
credits authorized as of 30 June 1952 [rom the Export-
Import Bank, $58.8 million had been utilized for agri-
cultural production, $21.2 million for housing mate-
rials and $16.1 million {or development of poits, trans-
poriation and telecommunication. The total disbursed
amounted to $110.8 million, out of which only $14.7
million had been devoted to industrial development;

* International Menetary Fund, International Financial News
Survey, 18 April 1952; Middle East Economist {Forest Hiils,
New York), May 1952,

" Turkish Informetion Offiee, News from Turkey {New York),
i1 December 1952,

* There is no information on grants 1o Middle East countries
by other governments, except the grants-in-aid and louns to Jor-
dan by the United Kingdom, which were estimated to amount to
about £23 million from 31 March 1945 to 31 March 1952,
and 10 about £8 million for the fiscal year ending March 1953

such development was to a large extent financed by
other sources, among them foreign private capital. The
total of loans and authorized credits to Turkey from
the Export-Import Bank amounted to $33.9 million as
of 30 June 1952; $20.4 million had been disbursed and
$16.0 million had been repaid.** Of the total, $8 mil-
lion had been devoled to reconversion of vessels, 3.8
million to railways, $8.0 million to iron works, $2.6
million to airport equipment and $1.4 million to sea-
ways and harbours,

In Saudi Arabia $14.8 million was utilized from the
loans and credits granted by the Export-Import Bank
for raw materials, equipment and development projects.
In Afghanistan $13.8 million was devoted to public
projects, consisting of the construction of a dam and a
canal. In Egypt the loans and credits from the Export-
Import Bank, which amounted to $7.25 million on
30 June 1952, had been entirely used in the construe-
tion of a fertilizer plant, and were outstanding.

Grants from the United States to Middle East coun-
tries from T July 1945 to 30 June 1950 totalled $165.7
million {lable 58} and from 1 July 1950 to 31 March
1952 were $139.5 millien. The major part of these
grants consisted of $65.1 million for economic and
technical assistance lo Turkey, and $25.8 million to

' Export-Import Bunk of Washinglon, Feurteenth Semi-
anniwel Report to Congréss, for the period January-June 1952
(Washington, D.C).

** Ibid. These figures are for direct Joans and do not include
loans and credits by the Export-Import Bank for the Mutuai
Security Apency, Evropean progranume.
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Table 58. United States Government Foreign Aid: Grants and Credits
Utilized from 1 July 1945 to 31 March 1952
(Millions of United States doilars)

4 July 1945 io 30 June 1550

I July 1930 to 3¢ March 1952 Cumulative tofal

Country
Granis Credils Tolal Grants Credils Total Granis Credils Tolat
Afghanistan e — o 0.1 12.6 127 0.1 12.6 127
Egypt 03 176 179 0.1 0.3 0.4 05 179 184
Iran 0.8 232 24.0 2.4 24 4.8 3.2 250 28.8e
Irag — 09 0.9 - — e — 0.9 09
Israel e 321 321 258 69.8 95 .6 258 019 1277
Jordan . e - e 1.5 o 1.5 1.5 — 1.5
Lebanon .. S 16 16 0.2 — 0.2 0.2 1.6 1.8
Saudi Arabia . ‘ 1.6 143 16.0 0.1 46 4.7 17 189 20.6
Syria — — — 0.1 — 01 01 e 01
Turkey 163.0 76.8 239.7 100 2. 40.5 149.7¢ 272 e 117.3 389 5 4
Torar 1657 1665 332.2 1395« 330.2 2697 3053« 2067 602 0n

Source: United States Department of Commerce, Foreign Aid
by the United States Government {Washington, D.C), June
1852; Survey of Current Business, October 1952, Reverse grants
and other returns on United States gramts and any principal
eollected on credits extended are not deducted. They amounted
for the period under review to about §10 million for Iram,
82 million for Israel, §6 million for Saudi Arabia and $31 mil-
lion for Turkey. Data do not inciude most of the military aid
furaished under the Mutual Security Program

Israel, with a further $158.6 million to Turkey under
the Greek-Turkish Aid Act. In 1951/52 another $47.5
million was made available to the latter for settlement
of the deficit incurred by it with the European Pay-
ments Union. Tables 59 and 60 show the types of

* Total to 30 June 1952, 837 million.

U Totul to 30 June 1952, §174 million.

¢ Including “spucial resources” of $47 5 million made vvailable
during the year 1951/52 by the United States Government for
setbement of the deficit incurred by Turkey with the Earopens
Payments Union: but excluding an initial credit balance in the
European Payments Union of §25 millien in 1950/51

4 Total to 30 June 1952, 84235 million.

Tuikish development projects financed with funds re-
ceived through the Mutual Security Agency and with
counterpart funds. During the second quarter of 1952,
Israel, Turkey and Ivan received a total of $90 million
in grants and credits.

Table 59, Turkey: Use of Counterpart Funds, 3 April 1948 10 30 November 1952

Local Dallar
«{:ur_ﬁ{my Eﬁql{{;!g{t‘ﬂhf
Ty ject miillions mirllions o
Ype of projce of liras) r;ﬂl;urs)
CUMULAHIVE TOTAL 428 6 1531
Promotion of production:
Agriculture:
Farm credit ) . 19.3 0.9
Research and extension services 12.1 4.3
Land reclamation . . 9.0 3.2
Other agrieultural programmes 27 1.0
Total, agriculture 43.1 154
Extractive industries:
Coal mining. : 35.1 12.5
Other mining and quarrying 6.1 2.2
Tal, extractive industries 11.2 14.7
Basic textiles . BT 3.1
Miscellaneous manufactures 19.0 6.8
Roads znd highwey bridzes 37.0 13.2
Merchant and fishing fleet . 8.7 1.3
Electrie, gas and power facilities 1.7 0.6
Loans to commerce and industiy® 5.1 L9
ToTAL, PROMOTION OF PRODUCTION 1596 57.0
Military production, consiruction and materials 238.0 85.1
Other purposes: _
Care ol refugees 30,0 10.7
Health and sanitation 1.0 0.3
ToTAL, OTHER PUHPOSES 31.0 11.0

Senrce: Mutual Security Ageney, Eunropean Program: Local Currency Counterpart Frunds (Wash-

ington, D.C.), 30 November 1952,
* Not specified elsewhere
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Table 60. Turkey: Approved Industrial Projects, and Mutual Security
Agency Paid Shipments as of 30 November 1952
{Thousands of United States dollars)

Mutual Securily Agency financing

Number Extimualed
Type of project of original Tolal
projects cosis Total procurement Paid
approved anlthorized shipments
Total, INDUSYRIAL PROGECTS 13 $216,933 362,325 857,018 813,461
Raw materials extraction:
Coal mining 2 50,831 14,217 14,163 12,214
Iron mining. . . L 1 5,000 1,000 991 990
TOTAL, EXTRACTIVE INDUSTRIES 3 55,831 15,217 15,154 13,204
Manufacturing:
Meat packing and storage i 7,444 1,425 1,000 934
Transport, communication and utilities:
Power facilities. oo 2 56,110 16,270 16,711 8,668
Road and miscellaneous transport
facilities:
Roads. 1 61,155 19,215 19,084 15,126
Alr transport S . 1 4,326 714 714 689
Total, roads and miscellaneous
transport facilities 2 65,481 19,929 19,798 15,815
Waterways and harbours 2 16,310 5.324 2,460 1,956
Road equipment . 1 3,000 1,600 — e
TOTAL, TRANSPONRE, COMMUNICATION
AND UTILITIES . 7 140,901 42523 37,969 26,439
Agriculture:
Grain storage and handling facilities 1 7,907 2,500 2.500 2,489
Engineering:
Engineering and technical services 1 4,850 660 395 395

Source: Mutual Security Apgency, Monthly Report
(Washington, D.C}, 30 November 1952

* Doltar equivalents

Aid by the International Bank for Reconstruction and Development*®

The International Bank {or Reconstruction and
Development provided aid to several Middle Eastern
countries. The total amount advanced to the region was
$63.4 millien up to the end of June 1952. The main
financing by the Bank during the past two years has
been in the {ollowing countries.®

Eever

On the basis of the report ol a Bank mission which

visited Egypt in the summer of 1951, the Bank informed
the Egyptian Governmeni that it was willing to con-
sider financing a number of development projects, sub-
ject to certain technical and financial conditions. It was
arranged that an engineering consultant would be sent
to Egypt in the second half of 1952 to study the capital
works programme of the Egyptian State Railways.
3 Aid provided by other agencies of United Nations and by
the United Nations Reliel and Works Apeney for Palestine
Refugees is discussed in chapier 8 and appendix B. Sales of
curreney have been made by the International Monetary Fund
1o Egypt, Iran and Turkey, but being short-term trensactions,
thesc operations have not been included in this chapier.

** The following paragraphs are drawn from International
Bank for Reconstruction and Development, Sixth Annwal Report,
1950-51; Statement of Principal detivities of the International
Bank for Reconstruction and Development, covering the period
b July 1951 10 31 March 1952 (Washington, D.C, 30 April
1952}, and Seventh Annual Repare, 1951-52

IraN

After expressions of interest on the part of Iran and
the United Kingdom, the Bank offered in November
1951 to try to work out interim arrangements for re-
sumption of oil operations in southern Iran. Upon the
invitation of the Prime Minister of Iran, a mission con-
sisting ol a Bank official and an oil consultant arrived
in Tehran at the end of December, This mission re-
ported that the properties had been carefully locked
after and that there were no insuperable technical diffi-
culties standing in the way of resuming operations.

Early in February 1952 the vice president of the Bank
went to Tehran to discuss further the possibility of
effecling resumption of large-scale oil operations. As a
basis for discussion, the Bank put forward a proposal,®
whicl was discussed in Tehran and in Londen. Under-
standing in general lerms was reached on a number of
questions but on several major points there was no
agreement. In the absence of real progress in recon-
ciling views on these points, it was mutually decided to
recess the talks, with the understanding that they could
be resumed later if it should appear that a basis for
agreement could be reached.

** For a summary of this propesal, see Inlernational Bank lor

Reconstruction and Development, Seventh dnnual Report,
1951-52, page 18.
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IraQ

On 15 June 1950 the Bank had made a loan of $12.8
million to Iraq for a project to prevent the Tigris River
from periodically flooding Baghdad and the agricul-
tural area around it. Flood control is to be accomplished
by means of a barrage and sluices which will divert
excess water from the Tigris through a channel thirty-
three miles long into a large land depression north-west
of Baghdad, known as the Wadi Tharthar, In October
1951, a contract was awarded to a Biitish firm for
construction of the channel, and work on this first phase
of the project began early in 1952.

The report of the Bank’s economic survey mission
was presented to the Irag Government in February
1952.2% The mission had been impressed by Iraq’s po-
tentialities for economic development. Furthermore,
rapidly rising revenues from oil make it possible for
the Government to undertake a large-scale development
programme over the next few years. The mission oul-
lined a five-year development programme calling for
a tota) expenditure equivalent to $470 million. In June
1952 a Bank representative visited Iraq and discussed
with the Govermment the recommendations in the mis-
sion’s report and the action taken by the Government to
carry them into effect.

Lesanon

In May 1952, a Bank representative visited Beirut
for exploratory talks with the Government of Lebanon
on the financing of development projects. Further dis-
cussions as to the type and extent of possible financial
assistance from the Bank are in prospect.

SyRIA

After a Bank mission had visited Syxia at the end of
1950, the Bank advised the Syrian Government in June
1951 that it was prepared to negotiate loans on projects
for drainage and irrigation, highway improvement and
the development of the poit of Latakia. In May 1952,
when a Bank representative visited Damascus, the Gov-
ernment informed him that it was ready to open nego-
tiations for loans for the purposes mentioned. Like-
wise, the Syrian Government made it known that it also
wished the Bark to consider, at the same time, the
financing of additional projects. The Government’s
proposals are under study by the Bank

TURKEY

On 7 July 1950 the Bank had made loans totalling
£16.4 million for projects to develop Turkish porls
and to provide grain storage facilities at various ship-
ping points throughout the country. Construction woik
has begun on inland storage sheds and grain elevators,

* The Economic Develepment of Irag {Baltimore, 1952).

and a consultant has heen retained to draw up plans
and specifications for the three large grain storage
elevators which are to be built at ports. Equipment was
being ordered both for constructing storage facilities
and for handling grain. Several of the subsoil and en-
gineering studies necessary for the reconstruction and
development of Turkish ports have been completed.

On 7 July 1950, the International Bank for Recon-
struction and Development had lent the new Industrial
Development Bank of Turkey $9 million to provide it
with foreign exchange resources. By the end of May
1952, fifteen months after the start of operations, this
rew industrial bank had approved loans for several
projects, amounting to £T 22 millien {about 87 mil-
lion). Five of these projects, requiring foreign exchange
equivalent to approximately $1.9 million, have been
submitted to the International Bank in accordance with
the loan agreement and have been approved: one for
constiuction of a cotton-ginning and oil-seed plant;
one for the building of a Lransmission line; three for
construction of cotton textile mills. In August 1951,
the Turkish Government signed a contract with the
Bank by which the latter would make loans to private
enter prises to the extent of £T 54.5 million of Economic
Cooperation Administration counterpart funds.

In June 1951 the 1eport of the Bank’s compiehensive
economic survey mission was presented to the Turkish
Government.®” This repoit contained an analysis of the
Turkish economy and recommendations designed to
create the essential framework within which the Turkish
Government could work out 2 long-term economic de-
velopment progiamme. The Government established a
committee to study these recommendations, and at the
close of 1951 Bank representatives visited Turkey to
discuss, in the light of the mission’s reporl, the invest-
ment plans of the Turkish Government and its financial
and economic policies. As a result of these discussions,
a loan of $25 2 millien was made on 18 June 1952 for
multi-purpose dam and power facilities on the Seyhan
River, near Adana. This loan will finance the foreign
exchange required for a dam, a power-generating plant
and power-tiansmission lines to industrial centres.

The dam is the key to the Seyhan project, a compre-
hensive plan being carried out by the Turkish Govern-
ment for the control and use of the waters of the Seyhan
River. The power plant at the dam will have an initial
capacity of 36,000 kilowatt-hours. Housing will be pro-
vided for an additional generator with a capacity of
18,000 kilowatt-hours, which may be installed later.
When completed, the power-generating and transmis-
sion facilities will be turmed over to a private corpora-
tion for operation. Both the Government and private
capital will share in the ownexship of this corporation,
but the majority of the stock will be held by private
interests

* The Economy of Turkey (Washington, D.C, 1951).




Chapter 8
THE REFUGEE PROBLEM'

The Refugee Population

Nearly four years after the cessation of Arab-Isracli
hostilities there were siill some 865,000 Arab refugees
receiving reliel from the United Nattons in four Middle
LEast countries—FEgypt, Jordan, Lebanon and Syria. In
addition, there were approximately 5,600 refugees in
Iragg whe were maintained by the Government of hag
and 19,000 displaced Arabs living in Israel itself, for
whose welfare and eventual reinlegration into the na-
tienal econemy the Government ol Israel has iaken
responsibility. Finally, there were several thousand
persons originating {rom Palestine who did not appear
on the registers ol relief recipients ol the United Na-
tiens Relief and Works Ageney for Palestine Relugees
(UNRWAPR) because they were nol in such need as to
qualify fer reliel, or for other reasons.*

This large population originated in different parts
of Palestine and, with some exceptions,” generally
moved Lo the nearest neighbouring Arab conntry. Thus
inhabitants of the districts of Acre. Haifa. Safad and
the Galilee area wenl north-west into Lebanon and
Syiia. Some of the people of Jafla and most of those
{rom the Gaza and Beersheba districts crowded into
the area held by the Egyplian army, whieh at the time
of the armistice consisted of a narrow sirip of territory
about 40 kilometres long and 5 kilometres wide, streteh-
ing {rom the Fgyptian {rontier to a point just north of
Gaza. The population of the resl of the coast area.
including some from Maifa and Jalla, together with

' Prepared by the Uaited Nations Reliel and Works Ageney
for Palestine Relugees. This aecount deals with economie aspects
of the refugee problem in Arab countries enly. For basic gencral
information, see Final Report of the United Nations Ecanomic.
Suevey Mission for the Aiddle FEast. parts T and 11, Decomber
{949 {United Nations Poblication 1949.11B5.); “Report of
the Sceretary-General on wssistance 1o Palestine Refugees”
{A/1060), Offieial Records of the Fourth Session of the General
Assembly, Ad Hoc Political Committee, annex, vol. 11, 1949, page
td: Interim Reports of the Director of the United Nations Relief
aund Works dgency for Palestine Refugees. General Assembly
Official Records: Fifth Session, Supplement Ne. 19 (A/1451/
Rev 1), 1951, Report of the Director of the United Nations Relief
and JForks dgency for Palestine Refugees, General Assembly
Official Kecords: Sixth Session, Supplement Nos 16 (A/1603)
and 16 LA/I905/Add V) 5 Annual Report of the Director of the
United Nations Redief and Warks dgency for Palestine Refugees,
covering the peried T July 1951 to 30 Tune 1952, General Asscm-
Ly Official Records: Seventh Session, Suppioment No. 13 (A/
2171}, 1952; and “Special Report of the Dircctor and Advisory
Commission of the Urited Nations Relief and Works Azeney for
Palestine Refugees™ (A/2171/Add 1), 17 OGeiober 1952 (mime-
ographed?

11

most of the inhabitents of the Ramleh and Jerusalem
districts, moved inte the hilly area then known as Arab
Palestine and later, in April 1950, annexed to Trans-
jordan.

Since the otriginal displacement, there has been com-
paratively little change in the number and location of
refugees receiving relief and, in particular, very little
movement of relugees belween the host countries. In
December 1949 the report of the United Nations eco-
nomic survey mission for the Middle East® gave the
“ration strength”™ of the United Nations Relie! for
Palestine Refugees (UNRPR), then responsible for
refugee relief, as 940,000.5 In May 1950, when the
United Nations Relief and Woiks Agency for Palestine
Refugees ook over, lhe number of refugees receiving
relief was 957.000. Changes in numbers and location
at six-month Intervals since that date are indiecated in

table 61.

Owing to continuing dificulties in identilying and
enumeraling velugees enlitled 10 7alions,” efloits to
exelude refugees not in real need and other illegitimate
claimants have been only partly successful. Rapid
reduction in the 10lls has also been impeded by the
high rate of natual inerease of the refugee population
itself, which shows no sizn of dropping below the
figure of 30 per thousand per annum reported in

Palestine for the years 1941 to 104 7

* The term “registered refugees™, as used by the United Nations
Relief and Works Agency for Palestine Relugees, refers to all
refugees eligible for the relief and reintegration services of the
agency, and includes infants under ene year of ape whe receive
otly milk rations, adelts who may, beeause of special circunm-
stances, receive half rations, and adults and children receiving
full rations Not all refugees are entitlud 10 assistance from the
United Nations Reiief and Works Agency for Pulestine Refu-
zeesy eligibility is conditional on need, as well as on loss of
home and means of livelihood as a resalt of the confliet.

* A large proportion of the minerity of Christian Arahs mevad
to Lebanon

‘ Part 1, page 22,

" The report al the same time estimated that the total sumber
of non-Fews “who could have fled Israel™ was 726,000, some 85
per cent of the total nen-Jewish population within the boundaries
of Iseael territory. Fhe ration rolls were known to Le inflated
from the beginning with large numbers of claimants whe were
not cntitied to relicl.

" Frequently referred to in the reports of the Director of the
United Nations Reliel and Works Agency for Palestine Refu-
gees, e, report for 1931, page 3.

" Government of Palestine, Survey of Palestine {Jerusglem,,
1946}, vol, 1, page 144
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Table 61. Number of Refugees Receiving Relief, by Location,
May 1950 to October 1952

(Thousands of persons)

Date Caza Taraed Jordan Lebunon Syria Tatal
May 1950 . . 201 46 500 129 82 957
November 1950 200 24 464 117 82 887
May 1951 200 24 463 103 84 878
November 1951 199 20 463 106 83 871
May 1952 204 19 470 104 84 881
Qectober 1952 205 — 471 103 85 865

Because of the high rate of natuial increase, the
average size of the family is large—about five persons
—and the population is young. Nearly 50 per cent are
aged 15 and under. and only 6 per cent are aged 60
and above. By western standards this suggests a high
rate of dependency, but the minimum working age is
of course much lower in the Middle East; children
under 15 in lazge families often make sizable propor-
tionate contributions to the family income.

The occupational distiibution of the population be-
fore displacement can only be conjectured, since the last
count was taken in 1931. But on the assumption that the
displaced group was representative of the population
of Palestine as 2 whole, it may be said that possibly
50 per cent of the earners among them had some
acquaintance with non-farming occupations. Of a total
Arab labour foree in Palestine estimated at 300,000 in
1944.5 the numbers engaged in various branches were
as follows (in thousands):

Agriculture, livestock, fisheries and forests 152
Industry and handicrafts .. .. ... . 13
Building and constraction e . 20
War Department, civilian employment S 20
Pulestine troops . o 2
Transport and communications R 1
Commerce and finance, hotels, restaurants and cafés 29
Government and local authorities . 32
Qther. . .. .. ..... ... ... .. R § |

In 1943 a government survey listing 14,631 non-
Jewish workers in skilled trades showed 62 per cent
of them distributed as foilows {(in percentage of total) :

Mechanics and fitters 1
Carpenters . . . L i
Shoemakers

Weavers

Blacksmiths

Tailors .

Tinsmiths

Masans. .

Lo L UL 0 D0 S i

'P I Lofius, National Income of Palestine, 1944 (Govern-
ment Printer, Palestine, 194G}, page 27. The size of the Aruh
lgbour force is considerably understated because of the exelu.
sion of part-time family labour,

The 1943 survey was incomplete, however, and the
total number of skilled workers was certainly larger.
The geneial impression from the available data is that
the refugee population, though basically rural, was
much more urbanized and had had more contact with
menufacturing and other urban occupations than the
populations of the host countries.”

About one-third of the refugees live in some sixty

organized camps, varying in size from a few hundred

petsons to over 20,000; the other two-thirds are scat-
tered among the towns and villages of the host countries,

sometimes paying rent but mostly inhabiting make- .
shift dwellings in barracks, mosques, churches and

unfinished or abandened buildings and caves. At first.

refugees who had the means to do so stayed away from

camps, but exhaustion of their means has resulted in
considerable pressure to increase accommodations in
camps, where such amenities as schools and welfare
centres are available and where the type of shelter
provided has in many cases improved {rom the original
tents to mud brick and stone huts which will stand bad
weather better. The refugees are provided with blankets
and they receive 2 minimum standard monthly food
ration consisting in summer of the following (in kilo-
grammes) : flour 10, sugar 0.6, rice 0.5, pulses 0.6,
margarine 0.15 and vegetable oil 0.25. In winter 0.5
kilogramme of dates and a further 0.3 kilogramme of
pulses are added.

The level of income of the Arab population before
displacement from Palestine was estimated by the
government statistician at the low figure of zhout £P 40
per person in 1944. Although there is some evidence
that the present materia} standard of living of the
refugees is not worse {and in some cases may be better)
than that of the poorest nationals of the host countries,
there is little doubt that it is deporably low and far
lower than it was in Palestine before the exodus.

Y Egypt, a possible exception, is bardly # host country in this

sense, sinee refugees in the so-called Gaza strip are not nermaily
allowed into Egypt proper.
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The Host Countries

On the assumption of development of their natural
resources, the long-run economic prospects of some of
the Middle East countries 1o which the refugees found
their way are undoubtedly biight, but the sitvation in
all of them when the reflugees arrived was unpromising.
As the report of the United Nations economic survey
mission stated in 1949, “it is only too clear that the
Middle East suffers from poverly in the extreme”,
characterized by “conditions of inlense pressure of
hungry populations upon closely limited resources”
Moreover, al the time of the survey, the countries of
the Middle East were generally still wrestling with
post-war adjustments following the conclusion of hos-
tilities in 1945 and with whal were for some of them
the moie dificult problems left by the Palestine war.
Broadiy speaking, the first relaled to the 1eorganization
and reorientation of indusiry and agiiculture, hoth of
which had been affected by waitime conditions: and
the second, apait from problems due Lo relugee immi-
gration ilself, related to financial and other hurdens
arising from hostilities in Palestine. In Iraq. for ex-
ample, these burdens involved not only paying for
part of the war effort of 1948 bt also forgoing oil
royalties following the stoppage of oil supplics to the
Haifa 1efinery. For Jordan, theie weie financial
burdens entailed by the absorption of eastein Palestine,
a territory cut ofl hom its natural matkets by a new
armistice fine, and the disadvantages of loss of access
1o the sea through Haila.

With the exception of Lebanon. where the com-
mercial sector js moie important. the host countiies
are predominantly agricultural, and even in Lebanon
more than hall the population is rural. Industries are
ol small size and, in the ahsence of adequate capital
and natural advantages, seem likely to zemain so. Popu-
lation pressuie on land resomces is heavy. Some meas-
ure ol the potentiality of a given teniitory Lo support jts
agricultural population can be constructed by estimat-
ing the lot viable on the minimnm size of the plot that

can be worked profitably, at cutrent prices, by a farm
family working full iime, without hired labour and
using locally available tools. The size of the plot actu-
ally worked by the average farm family then gives a
rough measure of the pressure of population on the
land. though appropriate allowances must be made for
subsidiary farm occupations, such as livestock raising,
and earnings {rom non-agricullural sources, Applica-
tion of the lots viebles developed by Sir John Hope
Simpson for Palestine and cited hefore the Anglo-
American Committee'" sugaests in the case of Trans-
jordan and what is now known as West Jordan that.
with due allowance for differences in rainfall, the
agticuttwral population in 1946 was shout twice that
which could reasonably he supported on the land.
“Signs of land hunger” were reported by an authorita-
tive observer hefore the war.’® In Lehanon, even al-
lowing for more abundant rainfall, the population
which could be suppoited on the lots viables was stil)
only haif the actual population in 1946, though here
the position was relieved by non-agricultural carnings
and remittances from abioad. Oniy in Syiia does the
area of cultivated land apprar 1o be adequate to sup-
port the population on the basis described. It is of
coutse understood that the lof vieble test ean give only
the mosl approximate results and that it relates only
to the agricultural sector and does not purport to give
a comprehensive impression of the dispropertion he-
tween population and resowrces as a whole. Moreover.
the test refers to the agricullural situation as it is and
takes no account of the area of cultivable land not vel
cultivated. which is small in Jordan and Lebanon. non-
exislent in Gaza but large in Syria. However, with re-
spect o the siluation at the time of the refugee exodus,
the test suggests that population pressure was already
severe in Jordan and Lebanon. if not in Syria, hefore
the relupees came. and that subsequent immigration
has incrcased the pressure in those host countries which.
by reason of the disparity hetween theis population and
theiv agriculivial resowrces. ave least ahle to bear i,

Economic Impact of Refugee Immigration

The first consequence of the telugee emigiation was
the increase in the population of the host countiies,
that is, in the number ol consumers and potential
workers. The relalive inciease is shown in table 62,

The refugees, though in the main poor peisons whose
small property was lurgely in the form of asricultural
land, nevertheless managed to bring with them various

" Final Report, part 1, page 34

Y Survey of Palestine for the duglo-dmerican Committee of
Enguiry (1946}, vol. 1, page 272,

M. G lonides, former Iircctor of Development of Trans-
jordan, Report on the Water Resources of Transjordan (19393,

movable assets in the form of zoods. seenities and
cash; the lovmer included miscellanenus collections of
propetty of small commeicial value. ranging from
household furniture and personal eflects to buses. cars.
livestock, machinery and trading stock, The seenrities
consistet mainly of shares in companies operating in
Istael. though it is estimated thal in 1949 some £P 1 7

page 231, The report also stated “it is guite cerigin that even
now much land is cultivated which can sustain only the lowest
standard of living and it may be questioned whether such east-
ward expansion ag is now taking place cun offer any hope of
permanent success’.
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Table 62. Refugee Population in Relation to Local Population
in Host Countries

{Thousands of persons)

Tem Gaza Irag Jardan Lebanon Syria
Estimated locel population, 1947 . . 70 4,800 Qi1 1,186 3,043
Refugee population at end of 1949 . 202 4 502 134 81
Refupee population, 1949, as percentage 7
of{Tuca population, 1947 ‘ 288.5 0.08 53.3 il 6 26

o Final Report of the United Nations Economic Sur-
vey Mission for the Middie East, part 1, page 29,

million of Palestine Government bearer bonds were
held outside Israel by refugees. Although statistics of
transfers of refugee bank deposits are not available,
it is estimated by the bankers concerned that the rise
in bank depesits in Jordan in 1947 and 1948 attribu-
table to transfers by refugee depositors was of the order
of 10 million Jordan dinars. No similar movements
which can be identified with: the migration occuired in
the bank accounts in the other host countries, and
no estimates are available of the volume of vrelugec
transfers.

Transfers of bank-notes were, as might be expected,
substantial. In 1948 some £F 27 million of Palestine
Currency Board notes then circulating in Palestine
were exchanged by the Government of Israel for new
Israeli currency. Of the £P 33 million remaining in
non-Israel hands out of a total circulation of £P GO
million, different portions were scattered throughout
the neighbouring Arab countries. The host populations
in Gaza and West Jordan are estimated to have heid,
altogether, about £P 10 millien and, on the basis of
the relative number of refugees in various host coun-
teies, with some adjustment {or differences in host coun-
tries chosen by refugees of differing income levels, it
is estimated that about £P 10 million was brought to
Jordan, £P 3 million to Lebanon, £P 2.5 millien to
Gaza, £P 1.5 million to Syria and probably some
£P 100,000 to £P 200,000 each to Egypt and Liaq.

Or the most optimistic assumption as to the assets
the refugees brought with them, it is beyond question
that in all the host countries they added less to capital
than to the labour supply, and therefore exaggerated
the disproportion between man-power and other re-
sources [rom which these countries already suffer. Some
development did occur, but certainly not enough to
absorh the number of refugees involved without dam-
age to the existing standard of living. Individual refugee
businesses or shares in local husinesses are identifiable
in Beirut, Damascus, and even in Gaza, and some in-
dividual newcomers have secured employment created
in part by the refugee migration itself. Many refugers
with established business connexions in Arab countries
outside Palestine found it comparatively easy to re-
establish themselves, But the total new investment rep-

" Ineluding 450,000 persons who before 1948 were
living in what is now known as West Jordan.

resented by these efforts was small in relation to the
mass of indigent and homeless people seeking employ-
ment.

Probably the greatest absolute effect has been regis-
tered in Jordan, where the lotal money supply (bank-
notes plus bank deposits) was approximately doubled
as a result of refugee transfers; and, following a phe-
nomenal increase in rents as refugees sought homes,
mainly in cities, the way was paved for a building boom
of unprecedented size for the country. The number of
building licences granted and the area of new buildings
constructed tripled within the period 1948 to 1951 and,
on a conservative estimate of building costs, it is prob-
able that at least JD 4 millior to ID § million was in-
vested during the period—over three times as much as
total public investment by the Jordan Government in
those years. However, the effects of the boom were
largely dissipated in increased imports, the value of
which doubled between 1947 and 1949, Moreover, the
country’s capacity to expoit was of course not improved
by the building boom; in fact, the value of exports fell
off after 1948, Although the shozt-1un effect of the boom
in providing temporary employment was substantial,
the improvement in Jordan’s “absorptive capacity”
through the use of funds brought by refugees was there-
fore dubious.

The obverse of the rise in prices and rents in Jordan
and the similar, but smaller, rise caused by the refugee
migration in other host countries was the fall in wages.
While in Lebanon and Syria refugees are not {ree to
accept gainful employment on the same conditions as
nationals, they have equal opportunities in Jordan, and
numbers of refugees have found employment in all the
host countries—most of it admittedly precarious and
spasmodic, regardless of legal restrictions. The pres-
sure on wage levels has thus been continuous, prob-
ably lightest in Syria, except around the camps, and
most severe in Gaza and Jordan. Changes in average
wages of unskilled and semi-skilled workers in the
small industries of five towns in Jordan, as shown by a
recent government survey. confirm the impression that
the large concentrations of refugees around Nablus,
Jerusalem and Hebron have lowered wage 1ates in these
places. [n September 1952, the average daily wage of
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adult workers in five important sectors {building, food
industries, transport, erafts and services, and other in-
dustrics) was as follows for the towns named (in
Jordan piastres) :

Amman .. 25.2
Jerusalem 22.1
Nablus 0.9
Trbid . . . ... 208
Hebron. . . . .. 178

The current wage rate for unskilled work in Gaza and
in West Jordan, wheie scores of thousands of refugees
are crowded in villages near the frontier, is now about
JD 4 {equivalent to US $11) a month, close to starva-
tion level. Ration recipients can survive on such wages.
The original wage-earning inhabitants ol these areas,
together with a group of some 120,000 so-called “eco-
nomic refugees” in West Jordan whose lands are cut off
by the armistice line but whe are not entitled to United
Nations rations, nre unguestionably on the verge of
starvation. Of the oviginal population in the Guza
strip, estimated at 70,000, about 60,000 were discovered
by a recent inquiry of the Egyptian Government to be
indigent and in need of relief.

Without intruding into political questions, it may be
noted that the capacity of some of the host countries to
support the refugees or to enable them to earn a living
has been affected by the economic blockade which has
been in force between Israel and the Arab States since
1948. In 1946, Palestine was an important supplier,
largely of manulactured goods and petroleum prod-
ucts, to Egypt, the Lebanese-Syrian customs unien and
Transiordan, and these countries in turn were impor-
tant suppliers of [pod and raw materials to Palestine.”
In addition, a transit trade with Iran and lraq had
begun, following the commercial opening of the desert
route in 1935. The normal export halance in favour of
the neighbouring Aiab countries was partly settled
through Palestine’s large expoit trade with the United
Kingdom in cilrus products. In 1946, tetal imports of
Palestine from LEgypt. Iraq, the Lebanese-Syrian cus-

' The last year for which complete data are availabie is 1946,
In interpreting these data, however, it should be borne i mind
that, a2 the time, wer-time distecations had not vet been over-
come and overseas supplies were ltght, Henee, hoth Palestine
exports of manufzetured goods 1o its neighbours and its imporis
of agricultural products from them were at o relatively high Jevel

toms union and Transjordan were £P 170 million o1
25 per cent of all imports. The total exports of Pales-
tine to the same group of countries in the same year
were £P 6.3 million, or 25 per cent of all exports,
while transit trade through Palestine {or Transjordan
amounted to £P 3.7 million and for Palestine through
the Lebanese-Syrian customs union, to £P 3.6 million.
In 1949, however, all forms ol trade between Israel and
the Arab countries ceased, Tripoli replaced Haifa as a
source of oil for the Arab countries and central Europe
began Lo supply food to Israel. Transit trade followed
new channels through Beirut instead of Haifa.

The costs of adaptation to the situation created by
the blockade are of course shared by all the countiies
concerned. On the Arab side, the impact of these
changes was somewhat reduced by the fact that large
numbers of refugees moved into the areas from which
part of the former food supply of Palestine was ob-
tained and to which the markets of Israel were not
accessible. I'or the period 1939 to 1946, average an-
nual exports of wheat from Syria and Tiansjordan
were in fact nearly equal to average annual imports
of wheat into Palestine,’ The availability from time to
time of food supplies on an export basis in the host
countries has been reflected in the supply operations of

UNRWAPR,

The ditect financial burden of refugee support on
the governments and peoples of the host countries he-
came appreciable in 1948, The Syrian Government has
estimated that total outlay, both government and pri-
vate, on behall of the refugees during 1944 amounted
to £5 7 million te L5 8 million. In Lebanon, 1948
expenditure on refugees was estimated at £L 5.2 million
of government funds and more than £L 1 million of
private funds. Local government contributions to the
United Nations Relief for Palestine Refugees and to the
United Nations Relief and Works Agency [or Palestine
Refugees after the United Nations entered the field of
relief distributien are shown in table 63, below. The
contributions were in cash, kind, direct 2id to refugees
and contributions of services. The total is shown in rela-

tion to lotal budget revenue for the years 1948 to 1952

" Food and Agriculture Organization of the United Nations,
Report on the Palestine-dral Kefugee Problem, with special ref-
erence to emergency food supplies, Seplember 1048

Table 63. Local Government Coniributions 1o UNRPR and UNRWAPR, 1948 to 1952

{Thousunds of United States dollar equivalents)»

I Deerinbor 1948 1 May 1350

Total

1952 1948 o ID5Y budget reventest

Conatry 30 .A_nlr‘:'l 1950 i Dc'cwi?bcr 1551 {Firat holf) (Iirst hulf)y 1948 to £952
Favpt 28179 1,061.3 2,680.8 T,460.1 2.335,319.0
}nrrfau 1,262.7 604.9 1314 1,999.0 45,301.2
Lebanon 1,302.9 471.3 136 17877 179.941.5
Syria 2,325.1 865 8 187.9 3,378.9 343,138.0

* Converted at official rates.

® From closed accounts and hudget estimates,
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United Nations Operations

The United Nations Relief for Palestine Relugees
{(UNRPR) was set up by the General Assembly in
December 1948 when it became obvious that the prob-
lem of distributing relief to the increasing number of
refugees from Palestine could not be handled with the
limited resources available to local governments. spe-
cialized agencies of the United Nations and voluntary
groups then working in the field. During its existence
from December 1948 to April 1950, UNRPR spent
$39 1 million in providing, for a peak number of about
a million relugees, a minimum of food, clothing, shelter
and medical services, together with the r1udiments of
education for a pait of the refugee children of school
age. Although there were substantial emergency im-
ports from outside the area in the early stage, a large
pait of the food requirement was bought in the Middie
Fast countries themselves—the {lour, for instance, from
Jordan and Syiia, the pulses from Jordan, Lebanon
and Syria, and the lats, oil and other foods {rom
Lebanon. On the basis of incomplete 1ecords. it is
estimated that some $10 million may have been spent
within the period of UNRPR operations on food sup-
plies in the three countries named. These expenditures
undoubledly cushioned the shock in Arab countries of
the immigration of nearly a million non-producers who
were in eflect enabled 1o consume on the spot at least a
part of the produce which had formerly heen exported
to their home countries belore the tioubles started.

After April 1950, the reliel programme was con-
tinued by the United Nations Relief and Works Agency
for Palestine Relugees (UNRWAPR), which was au-
thorized during the period 1 January 1950 to 30 june

5 Resolution 393 (V) of 2 December 1950,

1951 to distribute relief to diminishing numbers of
refugees. Following Lthe main recommendations of the
report of the United Nations ecoromic survey mission
for the Middle East, UNRWAPR was also authorized
to spend $34 million on work pregrammes caleulated
to provide gainful employment to the refugees in licu
of relief. For various reasons, of which not the least
important was that the agency did not start operations
until May 1950, expenditure on “works and technical
assistance” reached only $2.5 millien by Tune 1951
Thereafter, by anthority of a further resolution of the
General Assembly,'® the reliel programme was con
tinued, and a “reintegration [und” of $30 million was
set up to finance “the reintegration of the refugees into
the cconomic life of the Near East, either by repatria-
tion or resettlement”. Half-way through the fiscal year,
these arrangements were replaced by the $250 million
three-year programme for relief and reintegration
which was endorsed by the General Assembly in Janu.
ary 1992' and which envisaged the expenditure of
$200 million for economic investmenl projects that
would impiove refugee living conditions during the
period Tuly 1951 1o July 1954 It is under the three-
year programme, amended to authorize a somewhat
higher proportion of expenditure on relief, that
UNRWAPR is operating.

Sinece 1948, the main object of these operations has
heen to distribute relief supplies amonyg the refugees,
to find employment for them where possible and, more
recently, to provide homes and work for them through
a three-year programme of self-support. In the eourse
of its relief activities, UNRWAPR has built up a large

¥ Resolution 513 (VI) of 26 Tanuary 1952

Table 64. Value of UNRWAPR Purchases, by Origin, 1950 10 1952"

{Thousands ol United States dotlar equivalents)

Origin
Period Totul
Eqvpl Sardun Lebanon Syrin United Stales  Rest of world
1950;
May and Tune 85 692 15 514 52 504 1,861
Thitd quarter . . 39 1.874 68 1,351 65 1,227 4,624
Fourth quarter. . . 123 813 32 1,337 26 1,783 4,113
1951 quarters:
Tirst . 134 228 o3 1,537 1,458 2,621 6,071
Second . . 68 191 134 273 1,370 1,810 3,845
Third. . . . 24 69 45 571 168 B75 1,752
Fourth S - 9 177 203 2,985 46 4,119
1952 quarters:
First —_ - 106 20 1,253 2,497 3,876
Second — 1i8 233 e 2,066 4,959 1,376
Third 18 941 113 125 2,797 1,241 5,235
Torar 491 4,935 1,015 5,931 12,239 18,262 42,873

2 Data are mot complete; fgures exclude medicel and eertain other supplies
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supply service for staple {oods and other commodities
in particular it has become one of the largest buyers of
flour in the Middle East, its annual purchases amount-
ing to over 100,000 tons. In buying necessary supplies,
the agency has brought in imports {rom Europe, the
American continent and other parts of the world (table
64), but has relied substantially on local resources.

Practically all the purchases made in Faypt were for
Gaza, and all buying in Jordan was for local consump-
tion. A small part of the purchasing in Syria was ex-
poried to Jordan and Lebanon, and the major part of
the Lebanese purchasing was also exported, largely to
Jordan but in part to Gaza and Syria. Only in Jordan
have UNRWAPR purchases for the year exceeded
5 per cent of the given country’s annual exports,’™ but
the supply operation has {rom time to time had con-

siderable effect on the loeal markets in particular com-
modilies, for example, the wheat market in Jordan and
Syria. Realizing this, the agency has tried to protect
local markets from disturbances due to its operations,
that is, it has supporled local producers when needed
commodities were offered at prices comparable to in-
ternational levels, and it has brought in imports from
outside the area in times of scarcity. Thus, flour was
bought in Syria alter the favourable wheat crop of
1950 bul was imported into the area {rom the United
States during 1951 in view of the failure of the Syrian
harvest as a resubt of drought.

On account of the size of its local sapply programme
and its local administration, UNRWAPR has also pur-
chased sizable amounts of local currencies (table 56},

Table 65. UNRWAPR Purchases of Local Currencies, 1950 1o 1952
(Thousands of United States dollar equivalents)

Period Lebunon Syria Jordan Eyypt Fsrael Talol
1950;
May to December . 6,827 2,313 2,548 2,970 28 14,686
1951 quarters:
First . . o - 2,749 1,645 — 650 e 5,044
Second - 1,756 350 490 350 — 2,946
Third . . R ‘ 1,980 502 560 360 15 3,427
Fourth . . ‘ 2,145 347 148 175 25 3,140
1952 guarters:
First . S ‘ . 1,453 366 630 100 8 2,557
Second .. . o 979 237 TT0 210 13 2,209
Third . 693 568 770 268 20 2,619
Torat 18,892 6,238 6,216 3,083 108 36,628

In no case has UNRWAPR in any one year purchased
more than 6 per cent of a country’s foreign exchange
receipts as shown in the balance of payments. This
proportion was reached in Jordan in 1950, when
UNRWAPR exchange operations were a distinct source
of support for the Jordan halance of payments, though
the currency itseif is tied to parity with sterling through
the sterling exchange standard.

With the exception of Lebanon, all the host countries
have varying systems of exchange control, reflecting
the scarcity of particular cuirencies, chiefly dollars and
sterling. Of the total contributions of 8789 million
{dollar equivalenis) received by UNRWAPR in cash
during the period 1 May 1950 to 30 June 1952, 74 per
cent ($58.3 million) was in United States and Cana-
dian dollars, 18 per cent ($14.2 million) was in sterling
and 5 per cent {$4.3 million) was in French [vancs.
Conversions of sterling outside the sterling area into
the currencies of Fgypt, lsrael, Lebanon and Syria
were limited Lo approximately 50 per cent of the United
Kingdom contribution. and conversions of French

"In 1950, UNRWAPR purchases in Fordan were egual to 80
per cent of Jordan’s exports and in 1951, to 11 per cent

francs outside the franc area into the currency of
Lebanon were limited to 60 per cent of the French con-
tribution. Supplies of {ree currencies aceruing to the
hest countries were therefore mainly dollars. The im-
portance of these supplies to the countries concerned
cannot be easily estimated in the absence of a balance
ol payments statemenl on a regional basis for each
country, but in Egypt, where an cstimate has been
made,’* UNRWAPR purchases of Egyptian pounds
against dollars amounted Lo about 3 per cent of the net
surplus with the American monetary area in 1951 and
fess than one per cent of total dollar receipts. In Jordan
and Syria, such purchases were probably very much
more important.’” Purchases of Israeli currency were
very small, and the hulk of the dollars spent locally
were channelled through the Beirut market, which is
not subject to exchange control and in which no cur-
rency is “scarce” in the sense used above.

The agency itself is a large employer. Its interna-
tional stall of 131 persons is small, but it employed a

** National Bank of Egypt, Economic Bulletin, “Egypt: Bal-
ance of Payments, 1951 and January to June 19527, vol. V, No
2.3 (Caire}), 1952,

'* Both countries normally have a large passive trnde balance
with the United States.
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local staff consisting of 5,951 persons at the end of
October 1952, including 2,334 in Jordan, 1,840 in Gaza,
1,121 in Lebanon, 624 in Syria, 25 in Egypt. 4 in Iraqg
and 3 in Noxth Africa. In addition, during 1950/51 the
agency created employment for a peak number of
12,227 persons on a works programme which included
the building of nearly a hundred kilometres of roads
and the afforestation of about 4,000 hectares of land
in Jordan, Lebanon and Syria, besides experimental
house building, various municipal improvements and
the organization of a sizable weaving industry in Gaza.
The total wage bill for this programme, hased on the
current rate paid in the various countries, was 1.3
million—some 55 per cent of the total cost of the pro-
gramme. Except in Gaza, the number employed by
UNRWAPR, either on the works programme or on its
own staff, has not been large enough to affect substan-
tially the general conditions of employment or the level
of wages, though for skilled and professional workers in

Jordan the employment oflered by the agency has prob-
ably been a protective factor of some importance. In
the Gaza strip, where UNRWAPR is the largest single
employer, the largest supplier and the largest importer,
economic conditions are quite abnormal, and there the
wage level set by the agency, its tolal Jocal expenditure
and its imporis are decisive economic factors,

The general economic impact of UNRWAPR opera-
tions may thus far be desciibed as minor, certainly in
relation to what they may be when political and other
conditions are favourable to the utilization of the reser-
voir of man power now being preserved in the refugee
population through the maintenance of an extensive
reliefl system. The expenditures have, however, cush-
ioned the shock ol refugee immigration and economic
disturbances following the end of hostilities; with the
exception of Gaza, where condilions are unique, and
Jordan, they are nol a major economic {actor in the
hiost countries.

New Programme

Results of considerable economic impoitance may
be expected from expenditures under the three-year
self-support programme of the United Nations Relief
and Works Agency for Palestine Refugees, which in its
original form previded for the expenditure of %30
million in the first year, $100 million in the second and
850 million in the third, entirely apart {rom the $50
million necessary to maintain telief throughout the
three-year period for a diminishing number of bene-
ficiaries. A start has been made with the fisl year of
the programme in Jordan and Syria, and further large
expenditures are being considered for Jordan.

The chief item of immediate practical impoertance in
the programme is the plan [or vocational Liaining, for
which a total of $5 million has been set aside. In Octo-
ber 1952 agreement was reached between UNRWAPR
and the Jordan Government for the establishment of a
large vocational training centre near Jerusalem with an
intake of some 600 students annually. Similar arrange-
ments have been made for Gaza by UNRWAPR with
the Egyptian Government, and plans ate also being
worked out in Iraq and Syria. In addition, certain agri-
cultural development schemes based on land provided
by the Syrian Government are being examined in Syria,
and further projects of some size will shortly be con-
sidered in Libya, following the agireement of the Gov-
ernment to accept some 1.200 refugee families. Finally,
an important project for the utilization of the Ya muk
and Jordan waters for irrigation and hydroelectric
power in Jordan is being studied intensively by the
Jordan Government, UNRWAPR and the Technical
Cooperation Administration of the United States. This
project offers the possibility of providing self-support
for between 100,000 and 150,000 people by expendi-
tures estimated at about $50 million to $60 millien.

The construction of a dam, main canals and generating
slation is expected to employ a peak labour force of
some 15,000 men {o1 hwe or three years, and the project
as a whole, il carried out as planned. will transform
the entire Jordan economy. An agreement for the ex-
penditure of a {urther $11 million on various self-
support projects not directly related te the Yarmuk-
Jordan scheme has heen signed by the Jordan Govern-
ment and UNRWAPR. Negotiations and plans are un-
der way with other countries [or similar investment
projects to improve refugee living conditions.

Parallel with the investment plans of UNRWAPR,
which are motivated by the desire to improve living
conditions of refugees, the national governments of the
host countries have their own programmes for which
external aid is in most cases likely lo be necessary and
forthcoming in the near future. In Iraq, where domestic
resources will probably be more than sufficient 1o
finance the five-year £155 million economic develop-
ment plan, it is improbable that any external financial
aid beyond the loan already received from the Interna-
tional Bank {or Reconstruction and Development will
e necessary. In Lebanon and Syria, however, where
very large river development schemes based on the
Litani, the Euphiates and the Khabur have been undex
study for some lime, large capital imports will be nec-
essary. In Jordan, external aid may very likely be in-
vited for power production arising out of the Yarmuk-
Tordan scheme. Given reasonable prospects of external
aid, it is therefore probable that substantial economic
development schemes parallel with the UNRWAPR
programme may be worked out by the host countries in
the next few years. The realization of these possibilities
should ameliorate considerably the lot of refugees in
the Arab countries.




Appendix A

SURVEY OF MAJOR INDUSTRIES






SURVEY OF MAJOR INDUSTRIES

R

In general. the development of industry? in the Mid-
dle East has [ollowed lines similar to those in other un-
der-developed areas; the main determining factors have
been the nature of lecal demand, the presence ol agri-
cultural and other raw materials, the availability of
skilled labour and the relative scarcity of capital.
Hence, the most developed bianches have been light
industiies. such as textiles and food processing, which
utilize domestic raw materials and cater to local de-
mand, Except in Cyprus and Turkey, mining and
quarrying are relatively unimportant, In some coun-
tries, the presence of oilfields or refineries has ensured
an abundant and relatively cheap supply of fuel, and
during the past two decades a marked expansion has
taken place in the production ol electricily for light.
ing, irrigalion and industtial purpeses Cement is an-
other industry which expanded rapidly: cement is
required for urban construction and public woiks, and
the industry is favourably situated because of high
transport costs {or impoited cement,

The chemical and pharmaceutical industiies have
expanded only slightly outside Egypt and Israel, and

basic metallurgical industries are still largely confined
to Turkey. The range of the engineering industry, which
tormerly consisled mainly of 1epair yards for railways
and ships, has been extended. A motorcar assembly
plant is in operation in Egypt and there is also one in
Israel; in addition, several minor industries, such as
manufaciure of relrigerators. radios and electiical im-
plements, have been established in these and other
countries. In Israel, the relative abundance of capital
and the presence of skilled workers and technicians
have made it possible 1o estahlish some industiies not
found elsewhere in the region. notably diamond cutting,
which provides an important export ilem.

The following paragiaphs briefly describe the major
industiies of the region.® At present, the lavgest part of
the oulput of the industiies mentioned below is ae-
counled for by facloties which have been established
ecently. Handieralls still play an important part in
certain fields, notably poltery, leather goods, weaving
and rug making, but practically al} the ether industries
which are described consist of relatively modern plants.

Mining and Quarrying

Cyprus and Turkey are the only countiies of the
Middle East in which mining (other than petroleum)
plays a significanl part in the national economy. Most
of the region has not been adequately suwiveyed and,
owing lo poor communications, scarciy ol water, lack
ol capital, shortage of skilled [abour and other factors,
full use has not been made of known resources. Table
A-1 shows the output of the principal minerals since

1939,

Turkey

If oil is excluded, Turkey’s mineral reseurces, chiel
of which are coal, chromium and copper. a1e much
greater than those of the other countries of the Middle
East. Extiaction of chromium near Buisa and of coul
from the Zonguldak fields begun before the First World
War, but systematic and laige-scale exploilation of the
country’s other minerals started only in 1935, under
the auspices of the Mining Research Institute (Maden

*In this appendix, some information has been draws from
nen-oficitl seurces in order to supplement official data

* Important industiies which have bren omitted include the
foliowing: the rubber industry, chiclly in Egypt and Tsraels the

masitions industry in Iran and Furkey, and the motion picture
industry in Egypt and Furkey.

Tetkik ve Arama Enstitusu), a government agency
which has made extensive swiveys, and the Eti Bank,
which has financed and managed mining opeiations
According to the hgures for 1950, the nominal capial
of the hank was £T 150 million. of which LT 687
mitlien was paid up,” and about 40,000 persons were
employed in its vatious enterprises.” The bank operales
thiough seven mutually independent agencies, namely,
Eregli Coal (capital £T 52 million), Western Lignite
(capital £T 11 million), Diviigi lron {capital £T 4.2
million), Turkish Copper (capital £T 25 million),
Eastern Chromite (capital £T 1.3 million), Kegiborlu
Sulphur (capital £T 1.3 million)} and Coal Sales.?

The coal deposits of Turkey have been estimated at
about 360 million tons of bituminous and over 125 mil-
lion tons of sub-bituminous coal. Most of the coal is of
coking quality. In 1940, the mines operated by {oreign
companies were expropriated, and sinee that time the

* United Kingdom Board of Trade, Overseas Economic Sur-
vey: Turkey {(London, April 1950): Internations] Bank for
Reconstruction and Development, Economy of Turkey {Wash-
ington, 1951).

' Creat Britein and the East (London), September 1947

“Ibid.; also Thornburg, Spry and Soule, Turkey: An Eco-
nomic Appratsal (New York, 1949}, page 94
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Table A-1. Output of Minerals, 1939, 1943, 1945 and 1948 to 1952

{Thousands of metric tons})

Counlry and mineral 1939 1943 1945 128 1949 1550 1954 1952
Anglo-Egyptian Sudan:
old (kilogrammes} 234 €6 50 111 128 110 .
Salt 41 41 45 37 qr\ 41 46
Cyprus:
Asbestos . ... o 89 1.4 3.2 8.1 126 150 17.2
Copper ore (Cu content} . 311 0.1 0.5 11.4 197 15.6 17.7
Chrome ore {Cro0; content) . . 39 0.2 16 5.2 6.6 78 5.9
Pyrites.. ..... . . . . .. @85 9 36 414 671 606 723
Egypt:
Gold {kilogrammes). ... .... 121 28 94 120 218 332 ..
Manganese ore {Mn content) . 35 2 —_ 7 40 44 45 e
Phosphate 548 319 349 300 150 497 515 405
Salt {exports) " % 107 255 360 350 539 607 .
Tale. . ... .. .. . ... . 08 . 3.9 5.5 56 a7 .
Iran:®
Iron oxide. . . .. . : 10e 02 5 11 7
Irag:
Sqalt . S 11 23 15 14
Isracl/ Palestine:
Potash (K.0 content} ... 32 47 45 50¢ e — — _
Salt. .. ... ... ] 18 20 5 9 7 2
Lebanon:
Salt. 7 7 8 4
Seudi Arabia:
Gold {kilogtammes} 497 1,326 1,181 2,300 2,079 2,059
yric:
Salt o S 14 12 15 8 21 22
Turkey:
Antimony {5b content} 07 — - 0.5 0.5 L3 2.2
Boracite. e 15.2 - 5.0 5.3 71 9.8 o .
Copper (smelter production) . 6.7 9.7 99 11.0 11.3 11.7 175 19.1»
Chrome ore (Cr.0; content) 92 76 72 140 17 202 287
Emery . ... . .. .. 10.0 7.8 2.2 7.9 8.9 14
Iron ore {I'e content) .. 155¢ 59 82 121 136 143 143 195«
Manganese ore (Mn conlent) . 0.9 1.1 2.0 3.3 111 15.8 247 e
Coal : 2,696 3,166 3,720 4,023 4,183 4,360 4,730 4,063«
Lignite 185 625 725 1,010 1,272 1,203 1,255 .
Quicksiiver . 13.6 6.4 5.4 09 - — e
Salth e o240 266 254 266 318 310 273
Sulphur . o 2.6 3.4 4.2 20 31 6.0 7.4

Source: Staristical Office of the United Nations; Fédération
égyptienne de Pindustrie, dnnuaire 1950-51 (Cuiro) ; Statistique
annielle du commerce extérienr de Plran (Tehvan) ; Reeueil
de statistigies de la Syrie et du Liban, 1942.43, 1945-47 (Beivut};
Turkey, Central Statistical Office, Annuaire statistique 1951
{Ankuara) ; Kenjonlktur (Ankara).

* Nine months

Government has invested nearly £T 150 million in the
basin. There has heen a sleady rise in total production.
but little increase in productivity, which, owing partly
to the tilting of scams and numerous [aulls, remained
very low {0.51 ton per eight-hour shift in 1946 com-
pared with an average of 0.47 ton in the peried 1934 to

* Thornburg, Spry and foule, loc. it page B4

" Exports during twelve months beginning 21 March of year
stated.

¢ Approximate

41947/48

¢ 1944,

1938.

# Ten months

5 Twelve months beginning | June of year stated,

1941}.5 Costs per ton rose from US $2.40 in 1938 to
$3.54 in 1940 and $8.50 in 1946. Owing to greater
domestic consumption, exports, which in 1939 and
again in 1946 amounted to 260,000 tons, became negli-
gible. Output of 5 million tons was planned for 1953.

Proven lignite deposits, situated in central and west-
ern Anatolia, amount to 200 million tons, and estimated
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reserves are as high as 1,500 million tons.” Produetion
increased substantially, but costs also rose sharply,
from 82.65 per ton in 1938 to $7.80 in 1946. The entire
output is consumed locally.

Chromium was first discovered near Bursa in 1848,
and extraction was begun in the eighteen fifties. At the
beginning of the twentieth century, the competition of
Rhodesian fields caused a set-back, but in the nineteen
thirties new deposits were discovered and output rap-
idly increased, Turkey is now one of the principal
producers of chromium. Reserves are estimated at sev-
eral million tons, but the main deposits, with a chro-
mium oxide content of 49 per cenl, are located at
Guleman, in central Anatoliz, where transportation
costs to the sea coast are high. These mines are oper-
ated by the Eti Bank which, in 1949, also opened a new
mine al Sori. The Bursa deposit is worked by a private
company. Other deposits have been located at Eskisehir.
Denizli, Fethiye and other places. The Fethiye mines
are operated by o French company while the Marmaris
deposits have been developed by an Anglo-Swedish
company. The chromium content of the deposits varies
from 44 per cent to 57 per cent. Since all the chromium
mined in Turkey is exported. production lends to flue.
tuate widely, according to changes in world demand;
in yecent yoars the Liend has heen upward.

Lon ore deposits were located at Divrik, east of
Sivas, in 1937: actual reserves wie estimated at 15
million tons and potential reserves at 35 million tons,
with an average iron content of G5 per eent. Another
deposil, with fron content of 40 per cent, has heen
located at Adapazari, in western Anatolia. The ore
mined at Divrik is at present carried about 1,100 kilo-
metres by rail to the stee! mill at Karabuk, but & new
line is projected which will reduce the haul to 800 kilo-
metres.

Copper is Tocaled in lwo deposits, at Ergani, in cen-
tral Anatolia, and Murgul, on the Black Sea coast
near the frontier of the Union of Soviet Socialist Re-
publics. Reserves at Ergani are estimaled at 1.7 million
tons,® with a copper content of 6.5 1o 10 per cent At
Murgul, reserves have been estimaled at from 2 million
tons to & miltion, but the copper content is lower., rang-
ing from 2.5 to 13 per cent in general; arsenic content
is high. The instatlation of new machinery, from 1948
te 1050, made it possible (e inerease production con-
siderably @ at present. Muzgul produces 70 per cent of
Turkey’s outpui®

The prineipal deposit of sulphui, at Kegiborlu in
south-western Anatolia, conlains over a million tons of
ore. with a sulpbur content ranging hetween 10 and 6l
per cent; an adjoining deposit has & sulphur content of

" Turkish Information Office. Mineral Resources in Turkey
(New York), i

* United States Economic Cooperation Administration, Conn-
try Data: Turkey (Washington, 1950)

Y Wew York Times, 19 Octohor 1952

80 per eent. Since 1943, operations have been carried
out by the Lti Bank; efficiency is high and exports have
compeled successfully in the world markel.

Manganese ore, of fairly high manganese content,
is found in Turkey in over fifty small deposits. The fact
that the deposits are scattered and that transportation
cosls are high held up large-scale production until
recently.

Emery is produced by two companies near lzmir
(Smyrna) and in the Menderes Valley. The output is
entirely exported, mainly to the United Kingdom. The
competition of synthetic abrasives, and high transport
costs, have curtatled production.

Boracite is mined near Sultan Cayirli, but difficulty
has been experienced in competing on the world mar-
ket. Asbestos is found in various regions, especially be-
tween Eskisehiv and Kulahya; production, howeves, is
on a very small scale. Meerschaum and antimony are
also extracted in small quantities. Zine and mercury
were formerly produced, but the reserves of these metals
seem to have been exhausted,

Until recently salt was extracted by the government
monopoly {rom salt pans on the sea coasts and salt
lakes, but private production has been authorized. Out-
put is suficient Lo cover domestic requirements and
leave a small export surplus,

Curzent plans lor cconemic development envisage a
considerable expansion of mineral production in Tur-
key. The main emphasis has been on coal and lignite,
to meet the growing domestic demand; on chrome,
copper and manganese, lor export to hard currency
areas; and on petroleum drilling. Table A-2 shows the
investment programme of the Eti Bank; included in the
total are £T 107 million of foreign aid *

Afghanistan

In Afghanistan several minerals are produced on o
small seale, and others are known o exist. Coal de-
posils are estimated at 15 million tons: though pro-
duction is only HLUOO tons per annum, the amount s
expected to increase several-fold during the next few
years. Salt is quartied bolh frem 1ock deposits in
Gatgan provinee and from sediments in other preas:
annual production amnounts to 25,000 tons. some of
which is exported to India. Other minerals extracted at
present on a small scale tnclude gold, marble. lapiz
lazuli and tale. Deposits of lead, zine, chromite and
asbestos hune been localed. it not thoreughly sus-
veyed.

" The bulk of this represents Eurepesn Recovery Program
funds for the Zonguldak coul mines and harbour; British credits
have financed the copper installations at Mergul and 2 small past
of the Zenguldek development; and Export-Import Bank loans
have assisted in the financing of Agagh, Tunclsieh and Sema
lignite, Gulenian ehremium and Ergani copper. Tnternational
Bank {or Reconstruction and Development. Economy of Purkey
{Washington, 189513, page 112,
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Table A-2. Turkey: Post-war Mining Investment Programme of the Eti Bank
as on 30 June 1950

{Thousands ot Turkish pounds)

Telul Erpenditeres Allacalions Ttemuining

Prajeet estitnated to or io be
cusl 1945 1850 allvcated
Zonguldak coal mines . 276,856 66,031 35,883 174,942
Western sub-bituminous cosl mines 31,084 10,216 15,345 6,523
Murgul co per mines 27,520 21,675 4,567 1,278
Bulkardag-]f\cban lead mines 8,403 — — 8,403
Diviigl iron mines 7,338 3,680 2,773 885
Ergeni ceprer mines 5,035 3,084 1,017 G634
Guleman chrome mines 4,232 2,871 802 550
Agacli lignite mines 3,647 2,847 250 550
Keciborlu sulphur mines 3,026 181 200 2,645
Turhel antimony mines 1,725 — o 1,725
Torar 368,860 110,585 60,837 198,444

Source: international Bank for Reconstruction und Dev

Anglo-Egy ptian Sudan

Several deposils of gold have been discovered in the
Red Sea region of the Anglo-Lgyptian Sudan, but theis
quality is poor, and only one mine is being operated at
present. Production of rock salt in Nubia provides an
export surpius. Some smali gypsum and alabaster quai-
ries are also being operated in Nubia '

Cyprus

Mining, which employs about 5,000 wor kets in
Cyprus, makes a 1elatively large contribution to the na-
tional income and accounts for about one-third of the
exports. Copper conlinues, as in ancienl times, to be
the leading product; it is extracted, in the [orm of
cupreous concentiates and cupreous iron pyrites, from
four mines in the northern part of the island.** Deposits
are estimated at 15 million tons of ore, with a content
of 500,000 tons of metal*® Other minerals include as-
bestos, gypsum, of which 50,000 tons were gxported in
1950, chiome, gold and terra umbia As table A-l
shows, mining activity slackened considerably doring
the wai years, but has again risen.

Egypt

Output of the three major products of Egypt, phos-
phate, manganese and gypsum, was unfavourably af-
fected by war-time conditions but has since been re-
stored to approximately pre-war levels. Part of the
phosphate is converted into superphosphates and the
vest exported eastward to avoid Suez Canal lolls The

M france: Ministére des sffaires économigues, Le documen-
1ation frangaise, La Vie économique du Soudan anglo-dgyptien
{Paris, July 1949}

13 Inited States Department of Commerce, International Ref-
erence Service: Cyprus {Washington, 1948).

1 Prance: Ministére des affaires économigques, La decumen-
tation (ranquise, L'Industrialisation des pays du Moyen-Orient
{Paris, April 1949},

elopment, Economy of Turkey {Washington), page 112

loss of the Japanese market 10 United States producers
in 1949 led to a decline in production, but outpul re-
covered in 1950. Reserves are estimated at 179 million
tons' and have a conteni of G to 70 per cent; two
deposits are being woiked, one near Esna, in upper
Laypt, and one near the Red Sea port of Quseir,
Lgypt's manganese ores were also  customarily
shipped to Japan, but an increasing poition is being
taken by the United States. Production fell off sharply
on the outbreak of war, but started to recover in 1948,
and regained the pre-war level in 1950, The main de-
posits of ore arc estimated at 12 million tons and are
located in Sinai peninsula and at Hamata, in the south-
cast desert area : both high-grade ores (90 per cent) and
fow-grade ores {28 to 30 per cent) are exported.

Belore the war, Egypt ranked as the sixth largest
producer of gypsum, with exports of 28,000 tons in
1939, Production in 1946, the latest figure available,
was 78,000 cubic metres !

The only other mineral available in Egypt in large
quantities is iron. Deposils near Aswan are estimated
4t 14 million tons, and the iron content of the ore varies
hetween 38 and 61 per cent; potential reserves are be-
lieved to be high, possibly in the neighbourhood of 300
million tons.!? Present plans envisage the extraction of
100,000 tons of iron per annum (ot local consumption.
Othe; minerals extracted on a small scale include
natron {a mixed carbonate and sulphate salt, used for
caustic soda) with an annua! output of 4,000 to 5,000
tons; gold, chromium and tale. Deposits of molybdenum

Y United Kingdom Colonial Office, (olonial Annual Reports:
Cyprus (His Majesiy’s Stationery Office, Londen, 1950},

1K D, Jacab, “Workd Resources of Principa] Inorganie Plant
Nutrients”, Proceedings of United Nations Seieatific Confer.
ence on the Conservation and Utilization of llesources, vol 11,
Mineral Resources, page 276

1 Report of the Governnrent Commitiee on Industry (Caire,
1948 in Arabie).

Y Ihid.
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and tungsten on the coast of the Red Sea are not being
worked because of lack of water and transport [acilities.

Iran

The mineral resourees of Iran have not been thor-
oughly surveyed, but present indications are that de-
posits are small and of low quality, though a large part
of the country appears to have favourable land forma-
tions. At present six government-owned and govern-
meni-operated coal mines, situated mainly in the region
around Tehian, produce about 120,000 tons of coal per
annum;** this is supplemented by some small private
mines. Equipment is poor and oulput correspondingly
low: under 0.2 ton per man-day.?

Iron ore deposits in Semman province amount to
about 2 million tons with an iren content varying be-
tween 45 per cent and 67 per cent. The mines are not
operating at present, but over 300,000 tons mined he-
fore the war 1emain on the dump heaps In addition,
six deposits of hematite, the laigest of which contains
780,000 tons, with an iron content of 38 to 63 per cent,
have been located in I'arus Istand, but the high sulphur
and phosphorus content have prevented their exploita-
tion. Red iron ore is exported from a large deposit in
Hormuz Island. '

Copper deposits in Damanghal contain 400,000 tens
of low-grade ore; nearby chromite reserves are esti-
mated at 60,000 tors,* and borax deposits at 22,000
tons.** Other small-scale deposits include lead and sul-
phur, and there me extensive and easily workahle de-
posits of rock salt on Ghishm Island and in ether parts
of Iran.

Irag

Outcreps of iron, copper, sulphur, zinc and chrome
and depaosits of glass sand have been located in Irag
but, in the absence of detailed surveys, their size and
quality remain unknown.®® A large sall dome has heen
discovered near Basra, but it has not yet been worked,
present output of salt being {rom salines.

Israel

The major mineral resource of Isiael is potash, ob.
tained from the Dead Sea by evaporation. During the
Second World War and the years immediately follow-
ing, production ranged between 100,000 and 150,000
tons, with a potassium oxide content of about 50 per
cent. Almost all of this was exported. mainly to the
United Kingdom and the British Dominions. The potash

'* United States Department of Commeree, Foreign Comnierce
Weekly (Washington), 5 May 1950.

** Overseas Consultants, Inc., Report on Seven Year Develop-
ment Plan, volume IV {New York).

* Qversecas Consultants, Ine., op. ¢it,

1 United Kingdom Board of Trade, Overseas Economic Sur
vey: fran {London, 1948).

** International Bank for Reconstruction and Development,
The Economic Development of Iraq (Baltimore, Md.), page 278,

plant on the northern side of the Dead Sea was dam-
aged during Arab-Israeli hostilities, and production
ceased entirely, Recently, however, & new road from
the southern end of the Dead Sea to the Mediterranean
was completed, the concessionary company was reor-
ganized and production was scheduled to be resumed
at the end of 1952,

During recent years, intensive prospecting of the
Negeb by a government-owned corporation, Mahtzave
Isracl, with a capital of £I 1 million, has resulted in
the discovery of marble, feldspar, mica, barites, glass
sands, copper, kaolinite, manganese, rock phosphates
and gypsum. Of these, phosphate, kaolinite and glass
sands are being exploited on a commercial scale. Max-
ble is quarried near Jerusalem and Haifa, and small
quantities are exported. Bromine is extracted from the
Dead Sea and salt {from salines.®®

Jordan

Apart from potash from the Dead Sea, the chief min-
eral resources of Jordan have consisted of phosphates.
which are of high quality and relatively economical to
extract. Deposits in the two principal fields ave esti-
mated at & minimum of 30 million tons, and an annual
production of a million tons is thought possible if ade-
quate transport is made available. Production is on a
small scale, amounting to 12,000 tons in 1951 and
20,000 tons during the first nine months of 19522
Other minerals include gypsum, quartz sand and mar-
ble and building stone, Deposits of high-grade man-
ganese have been discovered. Plans have been made to
rehabilitate and utilize the potash works at the northern
end of the Dead Sea.

Lebanon

Except for building store and other building mate-
rials, Lebanon is very poor in minerals. Small deposits
of lignite exist: during the Second Woirld War annual
output ranged between 20,000 and 30,000 tons. Silica
sand is quariied, and several thousand tons are nor-
mally exported.®® Salt is extracted from salines.

Saudi Arabia

The enly minerals being extracted in Saudi Arabia
at present are gold and silver. The principal mines, at
Mahdel Dahab near Medina, are estimated to contain
670,000 tons of gold ore.*® The concentrates are shipped

“* 1. Bentor “The Mineral Resources of the Negev”, Fechnion
Yearbook {New York), 1951; Israel Economic Horizons (New
York), January 1952, May 1952

* Commerce du Levgnt (Beirat), 6 December 1952, Accord-
ing to the sume source, the rate of production had risen by the
end of 1952 to between 60,000 und 70,000 tens per annum.

** A. Gibb, Economiv Development of Lebanen (London,
1948 .

Al Alamn al Arabi (Cairo), June 1948; Gerald de Gaury,
‘I‘)Thc End}of Arahian Isolationiem™, Foreign A fairs (Lancaster,

a., 1947},
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to the United States for smelting, since only very large
plants can separate and recover the various metals in
marketable form. Output of silver was 124,000 ounces
in 1950 and 110,000 ounces in 1951.% There are also
deposits of barite near Rabigh, which are not at present
exploited, and a rock salt deposit in Asir which is
mined on a very small scale®® Deposits of lead and
copper have been discovered.

Syria

Deposits of chromite, ashestos and manganese ore
exist in the northern part of Syria, but it is nol yet
known whether their content is sufficiently high to war-
1ant commercial exploitation.® Building stone is avail-
able in large quantities. Asphalt deposits near Latakia
are exploited, annual output being around 20,000 tons,
and salt is extracted from salines. Gypsum deposits are

Flectric Power

As table A-3 shows, the production of electricity has
inereased substantially, owing to greater private and

worked in connexion with the cement factories. Large
deposits of sulphur of variable quality exist near
Palmyra, but their distence from the centres of con-
sumption makes their exploitation uneconomical at
present,

Yemen

Geological surveys have not been made in Yemen, but
there is reason to believe that the country is fairly rich
in minerals. Gold, silver, and copper were formerly
mined, as was iron until less than a century ago. In
addition, deposits of sulphur, lead and coal have been
discovered, and mica is also known to exist."® Rock salt
is quarried at Salif near the coast of the Red Sea, and
the port of Salif is being improved to increase exports.
Agate of several kinds is found near Sana and is cut
and polished i that town.™

Production

industrial demand and, during the war years, to the
shortage of coal.

TPable A-3. Production of Electricity, 1939, 1943 and 1945 to 1952

{Milliens of kilowatt-hours)

Anglo-

Year Engyplian Egyp! fran frage Israel/ Leturnoine Syriae Turkey
Sndan Pelestined

1939 2884 91 39 25 353
1943 s 162 43 29 457
1945 .. ... . .. o 49 216 o8 29 528
1946 P 14 431 A7 252 61 38 563
947 , 15 . . 59 304 73 47 625
1948 . ‘ 17 642 200 69 260 86 56 676
1949 o . 19 ‘ 82 329 101 69 737
1950 . L 20 117 464 114 8] 790
1951 . . o258 130 86 885
1952 314¢ o 161 175

Source: United Nations, Statistical Yearbool:;
Egypt: Chamber of Deputies, Report of Finance Com-
mittee {Cniro); Institut national de la statistique,
L’Egypte: Memento éconemique (Paris, 1950); C.
Tssawi, Egypt (Londen, 1947); Iran: Oversess Con-
sultants, Ine., Report on Seven Year Development Plan
(New York); Iraq: Statistical Abstract (Baghdad).

* Consumplion,

b Sales of electricity.

¢ Excluding production by industry for its own use

In most countries of the Middle East, electricity is
generated by private corporations. A private company
in Afghanistan supplies all the country’s electricity. In
Egypt, the Government produces over half the total sup-
ply, and private enterprise the remainder. In Iran, more
than hall the capacity is owned privately and most of

3t Middle East Economist and Financial Service {New York),

October 1952
B K. S Twitchell, Saudi Arabia {Princeton),

%3038 Output by public utility companies in Cairo
and Alexandrie rose from 118 million kilowait-hours
in 1939 10 347 million in 1949 and 409 million in 1950.
Pédération égypticnne de Uindustrie, Jfnnuaire, 1950-
51 {Cairo).

© Prior to 1947, 3 cempanies; from 1947 on, 5 com-
panies.

* Six months

% Fen maonths.

the rest by municipalities, In Iraq, the city of Baghdad,
which consumes half the total, is supplied by a private
corporation and the rest of the country by municipali-
ties. In Israel, Lebanon and Syria, electricity is supplied
by private coiparations. About half of the supply in
Turkey is generaled by government-owned industries

A Gibb, Ecenomic Development of Syriz (London, 1946) .

a Adnaa Tarici, “Yemen” (undated)
O Hugh Scott, in the High Yemen {London, 1942).
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for their own use, and the other half by municipalities.

Except in Afghanistan, where the bulk of installed
capacity is hydroelectric, and in Lebanon, where almost
two-thirds is derived from waler power, the greater part
of eleetricily is supplied by thermal power, mostly de-
rived from oil. In Syria, 40 per cent of the total is
hydroelectric and in Turkey about 4 per cent.” A hy-
droclectric station in Palestine which provided about
one-sixth of the electric supply ceased operations in
1948,

Table A-4 indicates the broad field of activity in
whicli the supply of electricity is utilized in various
countries,

Table A-4. Type of Utilization of Electricity
(Percentage of total supply)

Irripation
Country and year Trdustry or

offier use
rypt, 1948s v a3 67
Ili"%!jx(zl? 1948 . 70 30
Irag, 1949, 42 58
Israel,s 1051 31 094
Lebanon,® 1951 . 37 63
Syria,b 1651 . - 32 68
Turkey, 1949 . 50 50

Source: L'Egypte industrielle {Cairo), April 1951; Oversens
Consultants, Ine, op. cit. vol. 111; Ministry of Economics, Statis-
tical Abstract of Irag (Baghdad); Statistical Bulletin of lsrael
{Jerusafem) ; Internationai Bank for Reconstruction and Devel-
opment, Economy of Turkey (Washington, D.C ).

* Estimated.

" Exclading production by industry for its own use.

¢ Sales of Palestine Electric Corporation, representing over
nine-tenths of total.

*Irrigation, 19 per cent; other use, 50 per cent.

Several development projects for enlarging the sup-
ply of electricity are expeeted to inerease appreciably
the capacity of the countries concerned. In Afghanistan,
where present capacity is about 8,000 kilowatts, work is
proceeding on two projects, the Arghandab and Hel-
mand schemes, which are expected to add a minimum
of 14,000 kilowatts of hydroelectric capacity. The
Aswan dam project in Egypt, to be built at an estimated
cost of £E 22 million ($64 million) and with an in-
stalled capacity of 344,000 kilowatts, is expected to
start production in 1955 and to supply 1,500 million
kilowatt-hours of electricity per year by 1957.%% In the
meantime, thermal capacity is being increased: in Cairo,
a 100,000 kilowatt station is scheduled for completion
in 1954, and some of its units are in operation, while
plans for the installation of another 300,000 kilowatts
have been drawn up; in the provinces, 11,000 kilowatts
are being installed and further expansion has heen

** International Bank for Reconstruction and Development,
Economy of Turkey, page 141,

* Statement of Mirister of Public Works, quated in I'Egypte
industrielle (Cairo), April 1951

* LEgypie industrielle (Cairo), February 1952

* Ibid., March 1952

™ Overseits Consultants, Inc, op it

" Isrgel Economist, Annual (Jerusalem?}, 1951, page 134.

planned,* in addition te a 43,000 kilowatt generator
for drainage and other purposes at Talkhas, in the north
of the Delta, which is scheduled for completion early
in 195336

I Iran, under the seven-year plan, it is proposed to
expand capacity threefold, raising it to 217,000 kilo-
watts.*® A thermic plant of 20,000 kilowatts has been
installed in Tehran and several small ones in the
provinces. In Israel thermal capacity rose from 66,000
kilowatts in 1948 to 109,000 at the end of 1949 and to
139,000 at the end of 1951; the completion of stations
under construction or ordered from abroad was ex-
pected to raise capacity to 229,000 kilowatts by 1953,
In addition, a hydroelectric station of 18,000 kilowatts
on the Jordan was put out of action during the hostili-
ties of 1948,%7

In Lebanon, installed hydroelectric capacity in-
creased from 17,000 kilowatts in 1947 to 27,000 kilo-
walts in 1951, while thermic capacity doubled, rising
from 11,000 to 22,000 kilowatts.® A hydroelectric sta-
tion with a capacity of 10,000 kilowatts and a thermic
station of 15,000 kilowatts are scheduled to operate in
1953, Studies for a large-scale project on the Litani,
with a capacity of 129,000 kilowatts, have been com-
pleted.

In Syria, there has been an appieciable increase in
the capacity of thermic plants producing for both pub-
lic consumption and the private use of certain factories.
Plans have been drawn for expanding the hydroelectric
installation near Damascus from 7.000 kilowatts to
35,000 kilowatts.®®

Installed capacity in Turkey has grown considerably,
from 243,000 kilowatts in 1945 to 382,000 in 1949 and
424,000 in 1951, and the completion of projects under
way should raise the figme to over 500,000 kilowatts by
1954. The most important of these is a power grid fed
by a steam-generating plant of 60,000 kilowalls at
Catalagzi; this was completed in 1949 at a cost of $11
million and will be connected to an 80,000 kilowall
hydroelectric station at Sariyer, estimated 1o cost $57.5
million and scheduled for completion in 1954, The grid
will serve north-western Anatolia from Istanbul to
Ankara. Smaller projects under way are scheduled to
raise municipal plant capacity by 20,000 kilowatts and
industrial plant capacity by 35,000 kilewatts by the
end of 1952. Work is expected to begin shortly on the
Seyhan dam project which, in addition to flood control
and irrigation equipment, will contain generators with
a capacity of 36,000 kilowatts, The cost of the scheme
is estimated at $67 million and it is hoped to complete
it by 195610

™ Revne de ln Chambre de commerce et dindustrie de Bey-
ronth, August 1951; Fress release jssucd by Lebunese Prime
Minister in Commerce du Levant (Beirut), 9 April 1952

* Le Monde arabe {Paris, 1952),

** International Bank for Reconstruction and Development,

Economy of Turkey, pages 142 to 1442 Turkish Informetion
Office, News frem Turkey (New York), 16 Qctober 1952
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Textiles

As in other under-developed countries, textiles have
advanced more rapidly than almost any other branch
of industry and have come nearest to meeting local re-
quirements. In addition to the general factors making
for this growth, seven of the Middle Last countries—
Alghanistan, Anglo-Egyptian Sudan, Egypt, Iran, Irag,
Syria and Turkey — are cotton producers, and most of
them produce low-quality wool. Moreover, in prac-
tically all these countries there are skilled spinners and
weavers whose work as craftsmen has been unable to
withstand foreign competition and who seck employ-
ment in the new factories. Consumption of textiles is
shown in table A-5. Average consumption in the Middle
East is well above that of Asia and Africa {where per
capita consumption of all major fibres from 1948 to
1950 averaged 1.6 kilogrammes and 1.5 kilogrammes,
respectively), slightly below that of Latin America
(3.7 kilogrammes), and far below that of Europe and

Table A-5. Estimated Available Per Capita Supply of Major Apparel Fibres,

North America, where the averages were 6.5 kilo-
grammes and 16.9 kilogrammes, respectively.

Compared with 1938, per capita consumption of all
textile products from 1948 to 1950 showed an increase
in Egypt, Istael and Turkey and a decrease in the
Anglo-Egyptian Sudan, Iran, Iraq, Lebanon and Syria.
The uncertainty surrounding the population statistics
used for the computation of per capita figures for the
latter group of countries, as well as the probability that
some of the 1938 imports were designed for stocks,
make it unsafe, however, to conclude that per capita
consumption actually declined in some of these coun-
tries, particularly in Iraq, Lebanon and Syria. It is also
notable that while consumption of cotton fabrics de-
clined in almost every country, that of woollen and
rayon goods generally showed an increase and ac-
counted for a larger proportion of total consumption
of textiles than in pre-war years.

1938 and 1948 to 1950

{Kilogrammes per person)

Anglo-

Lebanon

Type and year Egyplian Eygypt {ran Tray Lsracl/ and Turkey
Sdan Palestine Syria
Cotton textiles:
1938 .. i3 25 21 1.7 27 4,0 27
1948-50. 1.0 25 1.4 17 4.1 3.2 2.0
1950 0.7 2.4 1.6 18 3.0 3.3 26
Wool textiles:
1938 ... e 0.2 0.1 13 0.1 0.6 1.0
1948-50 . . — 0.3 ¢4 1.2 15 0.5 12
1950 .. . 001 0.3 0.5 1.2 1.5 0.4 , 0.9
Rayon textiles:
1938, ... 01 0.1 0.1 0.6 0.4 0.9 0.01
1648-50 0.1 0.4 0.1 0.1 0.7 0.7 0.05
1950. . 01 0.6 01 0.2 1.2 0.4 ¢l
Total:
1938 1.4 28 2.3 3.6 3.2 5.5 3.7
1948-50¢ 1.1 3.2 19 3.0 6.3 4.4 3.9
1950 0.8 a3 2.2 3.2 5.7 4.1 6

Source: Food and Apriculture Organization of the United Nations, Commoedity Series, Bulletin No. 21 {Rome),

Fanuary 1952,

Cor1oN

Of the various branches of the textile industry in the
Middle Last, cotton is by far the most advanced. Tahle
A-6, which gives available information on the equip-
ment of leading producers, indicates that there are 1.3
million spindles in the Middle East, or twice as many
as during the pre-war petiod. In the region as a whole,
there is one spindle for every 75 inhabitants; in 1951,
the corresponding figure for Asia was one spindle per
55 inhabitants and tha! for South America, one per 25
inhabitants.

Over two-fifths of the spindles of the region are con-
centrated in Egypt, which at present has one spindle
per 40 inhabitants. Owing to the recent expansion of the
industry, Lebanon is now the most highly equipped
country of the Middle East, with one spindle per 25
inhabitants; Israel and Syria are next in order.

In almost all the Middle East countries, cotlon-weav-
ing capacity exceeds spinning capacity, necessitaling
the importation of yarn. This is partly due to the opera-
tHion of a large number of hand leoms, which contribute
an appreciable part of the total production of cloth,
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Table A-6. Cotton Textile Equipment, Pre-war and 1951

{Thousands)
Spindles
Conntry Potoer looms Fand loams
Preavar

Afghanistan 18.0 18.0n 0.6 .
Eoypt . . . . 250.0 550.0 15.0 0.0
Iran 188.0 22400 3.60 16.5
Iraq . . L . — 0.7
Israel/Pulestine . o 12.0 6.0 L.7v .
Lebanon . coo L 1.0 1.0 0.32
Syria . . . 10.0 2.0 3.6 12.0
Turkey. C. . 1890 325.0 5.7 40.0

Tora. 6810 1,309.0 319

Source: United Kingdom Board of Trade, Querseas
Leonomic Survey: Egypt, Iren, Irag and Turkey
(Lendon) ; Al Akram (Cairo), 9 September 1951;
C Issawi, Egypt (London); John Marray, “Iran
Today” (Tehran) ; International Bank for Reconstrace-
tion and Development, Economic Development of Irag
and Fconomy of Turkey; Government of Palestine, o
Survey of Palestine (Yerusalem) ; Isroel Economic Bul.

As table A-7 shows, sutput of collon yain in the
Middle East rose by about 50 per cent hetween 1939
and 1950 and declined 4 little in 1951 because of for-
eign competition and, in some countries, the shortage

letin (Jerusatem), March 1952; Rewuwe de fa Chambre
de commerce et d’industrie de Beyrouth, October
1951; Syria: Monthly Economic Bulletin (Damascus),
August 1951; Bulletin of the Chamber of Commerce
of Aleppo (in Arabic) .

11949,

" Approximate.

or the high price of raw cotton. Of the countries not
shown in the table, Afghanistan produces 500 te 1,000
tons,” and Iran from 10,000 to 12,000 tons*® Iraq’s
capacity of 2,500 tons is not {ully used ®

Table A-7. Production of Cotton Yarn, 1939, 1943 and 1945 to 1952

{Thousands of metrie tons)

Yea r By pin Lsrael/ Palesting Lebanon Syria Turkey
1936 . 2.0 G 5 1.d4e 0.6¢ 22.8
1943 299 . 1.5 09 254
1945 321 145 16 id 279
1946 . . 3249 . 18 1 27.8
1947 . 32.5 1.8 1.6 288
1948 . 332 640 2.4 29.3
1949 337 . 50 3.7 29.7
1950 31.7 3.0 1.6 3.0 302
1951 313 25 21 291
1952 =~ . 874 . 22.3¢

Source: United Nations: Statistical Yearbosh and
Monthly Bulletin of Statistics; Fédération égyptienne
de TUindustrie, Annwaire 1950-51 {Caire) ; L'Egypte
industrielle (Cairo} ; Government of Palestine, A Sur-

vey of Palestine (Jerusalem); Ceatral Bureau of
Statistics, Statistical Bulletin of Israel {Jerusalem).
* Production of farge factories only; tetal output

Table A-8 shows the production of colton fabiies in
certain countries; in general. cutput of eloth has kept
pace with that of yain, Of the countries not listed in the
table, the output of Aighanistan is about 6 million
square mebtres’ and that of Tran about 50 mitlion to

** United Nations Educational, Scientific and Cultural Orgeni-
zation, Report of the Missien to Aighanistan {Paris, 1952),
page 71

*JTohn Murray, “fran Toduy™ (Tehran, 19511 mimco-

graphed) .

ameounted to 50,000 tons in 1948, 54,000 in 1949,
49,000 in 1950, 53,000 in 1951 and 37,000 tons in the
ftrst eizht months of 1952

" 1638

“H0.

* Fhree months

* Eight months

55 million metres, of which 25 million are supplied by
hand looms.*® Iraq produces about 2 million metres, its
capacity of over 10 million metres not yet being fully
utilized.*®

" Trternational Bank for Reconstruction and Development,
Economic Develapment of Irag (Baltimore, Md., 1932), page
281

" United Natiens Educntional, Seientific and Cultural Organi-
sation, op. cit.

1% 4

Murray, op. cil.

" International Bunk for Reconstruetion and Develepment,

op. cit
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Table A-8. Production of Cotton Fabrics, 1939, 1943 and 1945 to 1952

Egypt»

Tsracl/ Palestine

Lebanon Syrin Turkey

Yeor (millions of (melliony of {millions of (millions of {millions of
squuare meltes) meires) square melres) melres) square metres)

1939 .. . 100.4 4.0v . . is2.1
1943 . . 1139 14,50 3.8 8.0- 166.9
1945. . ... . oL, 1285 38 9.1 180.5
1946 . . 1365 3.2 19.6 192.1
1947 . . 14206 26 16.6 1989
1648 . 1657 51 4.0 149.0
1949 .. o181 . ] 214 160.1
1950, . 157.8 11.5¢ 1.9 165.2
1951 ... ‘ oo 1730 12.6¢
1952 ... . . Bo.Ge .

Source: United Nations, Statistical Yearbook and
Manthly Bulletin of Statistics; Central Bureau of
Statistics, Statistical Bulletin of Israel (Jerusalem);
Government of Palestine, A Survey of Palestine (feru-
salem}.

% Production of large faclories only.

The post-war years witnessed rapid expansion in the
eotton textile industry of most countries of the Middle
East. In some, textile capacity now exceeds domestic
consumption and this fact, together with the intensifica.
tion of international competition and, in some cases,
low productivity, has placed the industry in a dificult
situation. Some countries have sought relief in the ex-
portation of yarn or cloth, but in general production is
being curtailed.

Expansion in Afghanistan has been held up by sup-
ply difficulties, The Afghanistan Textile Company is
planning to establish two additional factories, with
70,000 spindles and 2,000 looms, capable of producing
55 million metres of cloth and 1,100 tons of yarn, This
expansion would meet about two-thirds of the country’s
annual requirements. The cost of the project is estimated
at $25 million and the time required for completion
about five years. The Government is helping this project
by expanding the cultivation of cotton and by installing
new cotton gins. In the Anglo-Egyptian Sudan, a
scheme for the settlement of the Zande tribes in the
equatorial provinces has included, in addition to other
agricultural and industrial development, the growing,
spinning and weaving of cotton. The present capacity of
the weaving sheds is nearly 3 million metres of cloth
per annum.*’

In Egypt, between 1945 and 1947, “fifteen new lim-
ited lizhility companies for the manufacture of cotton
textiles were formed, with a total capital of approx-
imately £E 3,750,000, whilst sixteen of the established
textile companies increased their capital by just under
£E 2 million”,*® and there was further expansion in sub-
sequent years. Production of yarn by large factories
rose 30 per cent between 1939 and 1951 and that of
cloth by 70 per cent; in both cases, total output (in-

11 8 R, Duncan, The Sudan {Edinburgh, 1952), page 220

 Tinited Kingdom Board of Trade, Overseas Economic Sur-
vey: Egypt {Londen, November 1947).

Y Approximate,
£ 1944,

¢ Including rayon fabrics,
* &ix months; total eutput of all facteries during the
period was 1074 millien square metres,

cluding smaller {actories and hand looms) showed a
greater increase. Consumption of cotton yarn is esti-
mated at only 65 per cent of capacity,* and the Gov-
ernment has sought to help the industry by raising cus-
toms duties and granting an export subsidy; this made
it possible to export 4,700 tons of yarn in 1949, 5,300
tons in 1950 and 9,852 tons in 1951.

The cotton textile industry of Iran, in which war-
time and post-war expansion was smaller, also experi-
enced dificulties. Owing to obsolete equipment, power
shortages and overstafing, productivity per head and
per spindle or loom is relatively low.® Hence, though
the industry, including handicrafts, accounts for less
than half of total local consumption, there are indica-
tions that the resurgence of foreign competition has
severely affected it; many thousands of hand looms are
idle, while some factories have shut down. Consequent-
ly, expansion plans, which envisaged a trebling of
spinning capacity and a sixfold increase in the number
of mechanical looms by 1952, were abandoned, but dur-
ing the past three years about 60,000 spindles were in-
stalled, and a factory with 32,000 spindles is under con-
struction.

The textile industry in Iraq is in its infancy. A newly
installed [actory has recently begun operations but is
not yet in full production and its present output meets
only a little over one-tenth of total consumer demand
in Iraq.

There was a rapid expansion in the cotton textile
industry in Palestine both during and after the Second
World War; between 1946 and 1948, the equivalent of
some $10 million was invested. Between the estab-
lishment of the Investment Centre of the State of Israel,
in April 1950, and 31 December 1951, thirty-eight fac-
tories in various branches of the textile industry, with

1 Fgdération égyptiennc de lindustrie, Annuaire 1950.51

(Cairo), page 38.
8 Overseas Consultants, Inc, op cit.
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a combined capilal of £12.5 million, were actually
completed, while another seven, with a capital of
£1 400,000, were under construction. Further investment
has been approved.®* Shortages of raw materials, for-
eign competition, rationing and labour disputes have,
however, combined to keep production well below ca-
pacity. The index of man-days of employment in the
textile industry (1938/39=100) dropped from 253 in
1947 to 184 in 1948, recovered to 257 and 258 in 1940
and 1950, respectively, and declined to 242 in 10515
At present, Israel fills about two-thirds of its consumer
demand for cotton textiles, estimated at 18 million
metres,

The cotton textile industries of Lebanon and Syria
showed a greater increase over the pre-war period than
those of any other Middle East country; the combined
spinning eapacily of both countries rose fivefold, while
the production of yarn expanded fourfold between 1940
and 1949 and that of fabrics also increased consider-
ably. Until 1950, when the customs union between the
two countries was discontinued, their industries were
complementary, in that Syria had a greater weaving
than spinning capacity, while the reveise was true of
Lebanon. As a result of the dissolution of the customs
union, however, output of yarn declined sharply in
Lebanen and rose in Syria. In both countries there is
some excess capacity—more in Lebanon than in Syria.
The combined output of both countries meets some two-
thirds of their consumer demand.

In Turkey, the textile industry expanded in both the
war and the post-war period, the number of spindles

3 Isrgel Economic Bulletin, March 1952,

** Central Bureau of Statistics, Statistical Bulletin of Israel
(Jerusalem),

*" United Kingdom Board of Trade, Turkey, Review of Com-

rising from 189,000 in 1938 1o 249,0005 in 1946 and
325,0008* in 1951, Most of this expansion was in gov-
crnment-owned factories, which accounted for 46 per
cent of the spindles and looms in the country but pro-
duced over half of the output of yarn and cloth, owing
to their more modern equipment. Further expansion is
taking place, but on a relatively small scale.

Production of cotton yarn rose by 32 per cent be-
tween 1939 and 1950 and that of piece-goods by 23 per
cent. Although production meets only seven-eighths of
consumer demand, Turkey, like other Middle Fast
countries, felt the effects of foreign competition, and
in 1951 some unemployment was reported among
textile workers.

WooL

The woollen hranch of the textile industiy also ex-
panded significantly during the war and post-war years
but, as table A-9 shows, it is still a minor industry. In
view of low consumption in most of the Middle East
countries, however, local production now meets the
bulk of requirements, though the proportion so covered
varies considerably among the countries. Although the
quality of materials has greatly improved, it is still
below that of imported products, except for lower-
priced grades, and consumers still show a marked pref-
erence for foreign cloth. In most countries, native wool
is of too low a quality to be used, except for coarse
goods or when mixed with {oreign wool, and the sharp
rise in the price of imported wool after the outbreak of
merctal Conditiens {London), 1945; Overseas Feonemic Survey:
Turkey, 1950 (London).

“ International Bank for Reconstraction and Development,
Economy of Turkey (Washingten, D.C.), pages 94 and 98,

Table A-9. Woollen Textile Equipment and Output, 1950

Culput of cloth

Country (A?uf::r?xiflr; (Ju(p(::{f”:_‘f)yemr p?fﬁfﬁ.ﬁ??m Uhousands af melres)
Afghanistan e 250u 50 300»
Egypt . o . 35,600 2,500 700 1,600
Iran . S 30,000 500 3,000
Iraq. .. . . . ... 7,600 . 144 600v
Israel . . 10,000+ 1,660 235a 1,500
Lebanon. . . 117 213
Syria. ... ... 4830
Turkey. 68,000 7,400 1,425 14,300+

Seurce: Statistical Office of the United Nations;
Majalleh Eqtesad (Kabul): United Nations Eduen.
tional, Scientific and Cubiurel Organization, Report
of the Mission to Afghanistan (Paris, 1952) ; Fédéra-
tion égyptienne de lindustrie, Annuaire 1950.51
{Cairo) ; John Murray, “Iran Today” (Tehran, 1951} ;
Central Bureau of Statistics, Statistical Bulletin of
Israel (Jerusalem): Isruel Economic Bulletin, March
1952 (Jerusalem) ; Revee de le Chambre de com-
merce et dindustrie de Beyrouth, October 1951; In.
ternntional Bank for Recenstruetion and Develop-

ment, Economic Development of Irag and Economy of
Turleey; United Kingdom Board of Trade, (verseas
Economic Survey: lrag and Turkey, 1950 {London) ;
United States Department of Commerce, Business
Information Series, Irag (Washington, D.C, 1951)

* Approximate.

b 1948,

“In 1949 18,000 spindles in 1952,

* 600 looms in 1052

© 1949,

' Thousands of square metres.
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hostilities in Korea, together with the intensification of
Foreign competition, caused a marked setback in the
industry in the entire azea.

Thus production in Kgypt increased more than
twentyfold during the war and a high level was main-
tained during the posl-war period, but output of cloth
fell from 3.2 million square metres in 1948 and 54
million in 1949 to 4 million in 1950 and 3.2 million
square metres in 1951.%% Capacity is estimated at 11
million square metres and consumption at 10 million.™
Local production of woollen yarn covers over three-
quarters of the needs of the weaving industry. In June
1951, duties on imported cloth were raised in an attempt
to protect local industry.

In both Iran and Irag, local production meets the
bulk of requirements, only finer qualities of cloth being
imported. Local spinning mills provide lor almost all
the needs of the weaving industry.

In Israel, spinning mills are working well below their
capacity of over 2,000 tons because “for various rea-
sons, the quality of the local worsted output is far below
the requirements of the weaving mitls”." The weaving
industry is also working below capacity hecause of tex-
tile rationing and raw material shortages. Present pro-
duction does not meet all the country’s needs, estimated
at 3 million metres, but both in 1950 and in 1951 ex-
ports of woollen fabrics amounted to over 600.000
metres,

The output of woollen [abrics in Lebanen rose from
135,000 metres in 1947 to 213,000 in 1950, but this
represented little over one-third of capacity and one-
querter of consumption. In Syria, output of cloth, which
had risen from 50,000 metres in 1940 to a peak of
542,000 in 1948, declined to 483,000 metres in 1949
and there was a further decrease in 1951 production
meets the bulk of domestic needs.

The Turkish woollen industry is the most fully de-
veloped in the region. Qutput of yarn rose from 6,528
tons in 1939 to a peak of 7,878 tons in 1949, declining
to 7.447 tons in 1950 and 6,180 in 1951, while that of
{abrics rose from 111 million metres in 1939 to a peak
of 209 million in 1948, declining to 20.3 million in
1949 and 14.3 million metres in 1950. A little over half
the total capacity is owned by the Government.®® Pres-
ent outpul covers practically the entire domestic con-
sumplion of cloth, which is estimated at 10 million
metres,”® and likewise almost all domestic 1equire-
ments for yarn.

& Faderntion égyplienne de lindustrie, Annuoire 19501951
(Caire} and L'Eegypte industriclfe (Cairo}, March 1952

* [ Egypte industrielle, June 1952

7 fsrgel Beonomic Bulletin, March 1952,

st nternational Dank for Reconstruction and Development.
Econiemy of Turkey {Washington, D.C.), page 94,

5 United Kingdom Board of Trade, Querseas Economic Sur-
vey: Turkey, 1950 {London}.

0 Tedération égyptienne de Vindustiie, Annuaire 1950-31,
pages 42 10 44

SILK AND RAYON

The breeding of silk-worms, {ormerly a flourishing in-
dustry in some of the countries of the Middle East, has
suffered greatly from the competition of rayon. In much
of the area, however, silk weavers have carried on their
craft, using imported rayon yarn, Several factories have
been built for the weaving of silk or rayon yarn.

In li‘.,-:;ypt, consumption of natural silk and rayon
products rose threefold between 1930 and 1938, and
more thar fourfold between 1938 and 1950.%° The great
part of this increase was provided by local production,
using imported yarn and staple until recently. The in-
dustry consists of a {ew large and well equipped fac-
tories and many small workshops, with a combined
capacily ol 5,000 mechanical looms and 1,500 hand
looms. Figures {or total production are not available,
but in 1951 the output of the laiger firms, which ac-
count for 60 to 65 per cent of total capacity, was
580,000 metres of natural silk cloth and 31.9 million
metres of rayon cloth; corresponding figures for 1950
were 487,000 metres and 25.0 million metres, respec-
tively." Local production meets more than three-quar-
ters ol rayon consumption requirements but less than
one-third of the demand for silk.

Production of rayon yarn, staple fibre and cello-
phane from imported pulp started in Egypt in 1948.
In 1951, output was 2,300 tons of yarn and 2,200 tons
of staple fibre; by 1953 the industry is expected to pro-
duce 3,600 tons of yarn and 3,000 tons of staple.®
Output of cellophane in 1950 was 138 metsic tons. The
existence of a local source of supply for yarn and staple
was of great help to the industry in 1950 and 1951 when,
owing to hostilities in Korea, foreign supplies became
scarce and more expensive. In Iran, silk reeling and
weaving is carried out in two government-owned fac-
tories. Shortages of power limited output to 400,000
metres of cloth in 1948/49%% and to 457,000 metres of
cloth and 80 tons of yarn in 1949/50. These figures
represent only 40 per cent of capacity.™

Iraq met only about a quarter of its needs for rayon
fabrics and imported about 200 tons of yarn in 1950
for that purpose.®

There are 228 rayon-weaving looms in Israel, of
which 83 are automatic® At present the country is
entirely dependent on impoits of rayon yain and staple
fibre, but a factory with a capacity of 1.5 million kilo-
grammes of yarn and 1.8 million kilogrammes of staple
is under construction. Qutput of fabries is a little over
3 million metres,

o [ Eaypte industrielle, May 1951 and May 1952

92 Toxtile Orgenon {New York}, fune 1952

4 Oyerseas Ceonsultants, Inc., op. cit.

%4 Johm Murray, “Iran Today” (Tehran}, page 154

st Tniernational Bank for Reconstruction and Development,
Economic Development of Irag, page 282; Food and Agriculture
Organizatien of the United Nations, Commedity Series, Bulletin
No. 21,

% Fergel Fconomic Bulletin, March 1952,
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Silk reeling, a traditional industry in Lebanon, is
carried out in small factories. Some 500 to 600 tons of
cocoons produced each year yield 180 tons of thread,
or about half the country’s needs. The 300 looms for
weaving silk and rayon have a capacity of 2,500 tons a
year. In 1949, output of silk and rayon fabries was
L0O0O tons (about 7 million square metres) or half the
country’s consumption.5?

In Sytia, the rayon industry has grown rapidly, out-
put of fabrics rising from 10 million metres in 1940 to
14 million in 1947 and 26.7 million metres in 1950.5¢
All the yarn used is imported. Syria has for many years
been an exporter of rayon fabiics and has recently been
exporting 500 to 1,000 tons (roughly 3.5 million ta 7
million metres) a year. Output of silk fabrics, which
rose to 100,000 metres during the war, has deelined to
60,000 metres in recent years.

In Turkey, there are several private {actories which
weave silk, and a government-owned plant which pro.
duces rayon yarn and staple fibre. Qutput of yarn
rose steadily, [rom 535 tons in 1949 10 840 tons in 1951 :
production of staple began in 1950, at a level of 640
tons, and capacity is being increased ™

Frvisaing PROCESSES; KNITTING AND HOSIERY; HARB
FIBRES

In all the countries mentioned, the expansion of
bleaching, dyeing and finishing processes has kept pace
with that of the weaving industries. Quality was poor at
first, but has improved rapidly and certain products
are no longer inferior to foreign goods

The knitting and hosiery industries have alse grown
substantially and now satisfy the greater part of loeal
requirements. A ready-made clothing industry has de-

Processing of Food,

Most {ood-processing industries received a powerlul
stimulus [rom war-lime conditions and were expanded
several-fold in several countries of the region. New
processes, such as dehydration, were introduced, and
substantial improvements in methods occurred. Post-
war developments were generally unfavourable and
production [ell off in many branches; it nevertheless
remained above that of the pre-war period.

SvGar

The oldest and largest sugar industry of the region.
established about the middle of the nineteenth century.

™ Association of Lebanese Industrialists, Lebanon’s hidus-
tries, 10.29.J95¢ (Beirut}, pages 59, 60,

" Ministry of National Economy, Recneil de statistiques,
194243 (Beirut) ; Menthiy Economic Bulletin {Damescus; in
Arabie), July 14951

" Textile Organon, June 1952

veloped recently in several Middle Fastern countries.

Other branches of the textile industry which warrant
mention are the jute industry in Egypt and Iran, the
sisal and flax industries in Egypt and Israel and the
hemp industry in Turkey. All of these still operate on
a relatively small scale,

CARPET WEAVING

Carpel weaving, formeily an important domestic in-
dustry in Turkey and in most of the Arab countries, is
declining rapidly, owing to decicased foreign demand,
intensified competition {rom machine-made rugs, and
higher costs for wages. Thus, in Turkey, production
fell from 785,000 square metres in 1929 to an annual
figure of between 320,000 and 350,000 square metres
during the period from 1933 to 1940. Exports fell from
480,000 square metres in 1929 to 30,000 square metres
in 1940 and to a negligible amount during the post-war
years,’?

In Tran, the area’s leading producer, the industry is
carried out in small-scale {aclories o1 in homes. It is
estimated that there are about 250,000 rug-weaving
looms, producing approximately a million square
metres each year.”? Pre-war exporls averaged about
3,000 tons a year, representing about 15 per cent of
Iran’s commercial exports, that is, excluding oil. After
a sethack duting the war years, exports rose to an an-
nual average of 3.600 tons from 1948 1o 1951—about
30 per cent of commercial exports.”™ War-time inflation
has, however, raised the cost of production, and has
made it increasingly difficult for Persian rugs to com-
pete with {oreign machine-made products.

In most of the other countries, production of carpets
and rugs meets o large proportion of local needs.

Beverages and Tobacco

is that of Egypt. Production is cairied on by a private
company which operates [our mills and one 1efinery
—the third largest in the world—but prices and profits
are subject to government control. Pressing and refining
capacity exceeds the country’s piroduction of sugar
cane, necessitating the importation of raw sugar.

Before the war, output covered local consumption
needs and provided an export surplus of about 40,000
tons. During the post-war period, however, sales in-
ereased greatly, from 147,000 tons in 1939 and 158.000
m 1946, to 252,000 in 1949, 274,000 in 1950 and
287.000 tons in 1951, necessitating larger imports of

* France: Ministéte des affaires économiques, La documen-
tation frangaise, L'lndustrialisation des pays du Moyen-Orient
(Paris), April 1949,

1 Overseas Consultants, Inc., op. cit.

** Ministére des finances, Statistigue ennuelle du commerce
extérieur de Ulran, 1950/51 (Tehran).
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refined sugar. This increase is attributed to the growth of
population, the advance in standards of living, the rela-
tively small rise in the price of sugar, the enlargement
of confectionery and other industries using sugar, and
contraband exports of sugar and sugar products.” The
capacity of the industry is being expanded substan-
tially ™

In Iran, sugar is produced by the Government, which
operates ten refineries; two of these were recently com-
pleted. Consumption has risen rapidly, {from 75,000 tons
in 1943 to 135,000 in 1947 and 160,000 tons in 1951;™
as in Lgypt, growth in population and the relatively
small rise in the price of sugar have played their part
in increasing consumption. Present output meets two-
fifths of the country’s needs, but the installation of two
mills which have been ordered is expected to raise this
proportion to one-half.

The modern sugar industry of Turkey dates from
1926. The Turkish Sugar Refining Company, which
owns four refineries, is financed by the government-
owned Siimer Bank and Agricultural Bank and the pri-
vately owned Ish Bank. The production is based on
beet sugar, but attempts are being made to develop
the output of cane sugar. Consumption is keeping pace
with the rise in production; sales rose from 128,000
tons in 1950 te 150,000 in 1951. A new factory with a
capital of £T 10 million is scheduled to start production
in 1953 and two others are expected to begin operations

1 Société générale des sucreries et de ln roffinerie d’Egypte,
Annueal Report for 1950751 (Cairo).

™ Idem, Annual Report for 1949/50.

 United States Department of Commerce, Foreign Commerce
Weekty, 2 June 1952,

18 Ty rkc Beonomisi (Ankara), June 1952

17 Association of Lebanese Industrialists, Lebanon’s Indus-
tries, 1949/50 (Beirut).

in 1954 they will be owned by the above-mentioned
company and banks and by the sugar-beet growers.™

In Lebanon, a sugar factory installed shortly before
the Second World War processes locally grown sugar-
cane and imported raw sugar. Output in 1949 was 3,100
tons, a figure which is well below capacity and which
meets only one-fifth of total consumption requirements;
the condition of the equipment, however, renders costs
high and limits expansion.”™

In Afghanistan, a beet sugar refinery installed in
194075 produces up to 4,000 tons a year. This meets less
than half the country’s needs, and plans to expand it
are under way.

In Syria, a sugar refinery started production in 1950.
Qutput in 1951 was estimated at 10,000 tons of refined
sugar; it was expected that this figure would be
doubled and local consumption needs would be met by
the end of 1952.7° The factory has been processing
imported raw sugat, but the cultivation of beets is being
extended to meet requirements for sugar.

In Israel, a sugar factory with a capacity of 2,700
tons of refined sugar began production in 1952; locally-
grown beets are being used. The present rate of output
meets only 10 per cent of local needs, but plans for the
extension of beet acreage and the expansion of the re-
finery have been drawn up %

Table A-10 shows the output of the three major pro-
ducers of sugar in the region.

 United Nations Educationsl, Scientific and Cultural Organi-
sntion, Report of the Mission to Afghanistan (Paris, 1952),
page 73.

* Gistement by president of sugar company, Commerce du
Levant, 28 October 1951 (Beirut).

80 Jewish Agency for Palestine, Israel Econemic Horizons
(New York), April 1952

Table A-10. Production of Sugar in Three Countries,
1937/38, 1938/39, 1942/43 and 1944/45 to 1951/52

(Thousands of metric tons)

Lyypt Fran Turkey
Lrop year
R sugar Nefined sugarn Refined sugar Refined sugar
1937/38 . . 160 209 18 57
1938/39. .. 162 238 22 47
1942/43. . 190 158 14 64
1944./45 172 148 24 100
1945/46. . . . 180 166 22 100
1946/47. .. . o . 191 185 36 107
1947/48 ... . 223 260 52 106
1948/49. ‘ ‘ 191 216 35 118
1949/50 . .. 175 231 55 137
1950,/51. . .. ... ‘ 180 218 69 186
1951/52 . . L . 200 S o
Source: United Nations, Statistical Yearbook; October to December 1949; Turk Economisi (An-

Société ménérale des suereries et de la rafiinerie
d'Egypte, Annual Reports (Cairo); Iran, Ministire
des Anances, Statistique annrelle du commerce ex-
térienr de Plran (Tehran); Turkey, Ministére de
Téconomie et du commerce, Konjonktur {Ankarz),

Lkara}, June 1952; United States Department of Com-
merce, Foreign Commerce Weekly (Washington,

" Total produced from domestic and imported raw
sugar. .
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BEER AND WINE

The production of alcoholic beverages increased sev-
eral-fold during the war, but the withdrawal of Allied
troops resulted in a sharp decline in production in some
countries, Table A-11 gives the output of the principal
producers.

In most of the region the liquor industry is privately
owned, but in Turkey about half the total production
is accounted for by the government monopely. Wine
and araq (brandy) are produced in small factories
or village shops, but the beer industry, which is new to
the area, is operated by larger and more highly capi-
talized units.

Table A-11. Output of Alcoholic Beverages, 1939, 1943, 1945 and 1947 1o 1951

(Thousands of hectolitres)

Courtry and ilem 1939 1943 1845 a7 1048 1849 1950 1951
Cyprus:
Wine 153 137 105 129 170
FEgypt:
cer .. 78 336 380 177 151 115 123 116
Img:
eer. ... ... . o —_ — 14 20v
Amag.. . ... gv i7e 22 22 15
Israel/ Palestine:
Beer | 20 116 194 180 37e 89 123 145
Wine . 34 43 52 75 240 65 31 75
Lebanon:
Beer 18+ 70 70 16 19 20 21 15
Wine Ht 8 8 1 5 &
Araq 1la 11 11 8 12 12
Syria:
Wine 3 2 2 1 1 2 2 1
Araq .. 5 11 8 6 11 5 8 4
Turkey:
Beer . S S 57 140 118 201 186 201 195 211
Wine. . . . . R {124 127 259 140 156 177 93 .
Araq. : GO 84 33 94 09 82 N

Source: United Nations, Statistical Yearbook; lraq,
Ministzy of Eeonomics, Principal Bureau of Statistics,
Statistical efbstract {Baghdad); Lebanon, Ministry
of National Economy, Majmuar ihseat Surie wa
Lubnan (Beirut); Ministry of Nationsl Fconomy,
Al majmua al ihsaic ol ama (Beirut) ; Association of
Lebanese Industrialists, Lebanon’s Industries (Bei-
sut); Syria, Ministry of Natienal Economy, A/
majnua af thsaie ol Surie (Damaseus); Staistical

Foob PRESERVING

I'ood-canning industries expanded rapidly during
the war. Thus, in Egypt the output of canned fruijts
and vegetables rose from 550 tons in the pre-war period
to 20,000 tons during the war years; a meat-preserving
industry, with an output of 6,000 tons, and a dehydrat-
ing industry, with a capacity of 2,000 tons, were also
established.®* A similar expansion took place in other
countries.

During the post-war period, foreign competition, the
high price of local vegetables and, for a time, the dilli-
culty of ebtaining sugar and tin, caused a sharp sel-
back. In Syria, for example, output of canned fruit and
vegetables, which had mose than tripled during the war,

8 Fédération égyptienne de Pindustrie, dnnnaire 1950-51

(Cairo); Report of the Egyptian Government Committee on
Industry, 1948 {Cairo).

Abstract of Palestine {Jerusalem); Central Burecau
of Statistics, Statistical Bulletin of Israel {}erusalem}) ;
Turkey, Central Siatistical Office, Fstatistik Yilligi
{Ankera).

* Average of 1934-38.

* Estimated.

“{sraed only; fune to December 1948,

41940,

declined from 3,000 tons in 1944 to 700 tons in 1946
and 1,000 tons in 1950.5% Similarly in Tgypt, canning
industries are working well below capacity, producing
only 8,000 tons of fruits and vegetables, but onion de-
hydralion, which is carried on at a low cost, has met
foreign competition, and small amounts are exported.
In Israel, which has a rapidly growing domestic mar-
ket, output of citrus squashes and juices rose from 7.4
millien litres in 1949 o 15.3 million in 1951; output
of canned fruits, from 1,345 tons to 3,188 tons; and
output of preserved vegetables, from 2,432 tons to 3,411
tons. b9

The production of chocolates and confectionery has
increased in most countries. In Lgypt, purchases of

52 Ministry of National Eeonomy, Morthly Economic Bulletin
(Damascus), August 1951,

** Central Bureau of Statisties, Statistical Bulletin of Israel
{Jerusalem}.
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sugar by the confectionery and chocolate industry rose
from 25,000 tons in 1939 to 60,000 in 1949 and 85,000
tons in 1951:* output exceeds local requirements. In
Israel, production of sweets and chocolates rose from
6,300 tons in 1949 1o 7,000 tons in 1950, but fell to
4,500 in 1951%% hecause of rationing; Israel exports a
substantial part of its output. In Lebanon, output of
sweets and chocolates amounted to 5,900 tons in 19408
and 6,400 tons in 1950;*7 this represents a decline
over previous years, when exports were higher.

An expansion has also taken place in the production
of vegetable oils. In Egypt, the output of cotton-seed oil
has fluctuated with the size of the cotton crop, averaging
some 85,000 tons annually in the post-war period;®
this figure is well above the pre-war average of 35,000
to 40,000 tons, when most of the cotton-seed was ex-
ported. About one-quarter of the output is used for
making soap and the balance is consumed. Sesame,
ground-nuts and linseed furnish about 12,000 tons of
oil. In Israel, some 12,000 tons of oil are produced,

 National Bank of Egypt, Economic Bulletin, vol. 111, No. 1,
1950 (Caire) ; Seciété générale des sucreries et de la raffinerie
d'Egypte, Annual Report for 1950/51 (Cairo).

85 Central Buresu of Statistics, Statistical Bulletin of Isracl
{Jexnsalem).

8 Association of Lebanese Industrinlists, Lebanon's Industries,
1949-195@¢ { Beirut).

¥ Commerce du Levant (Beirut), 30 January 1952

88 [*Egypte industrielle, June 1952 (Cairo).

mostly from imported cotton, sesame and sunflower
seeds.?® Output in Lebanon varies sharply with the size
of the olive crop, which provides most of the oil; in
1948 total production amounted to 9,100 tons, in 1949
to 3,200 and in 1950 to 6,900 tons.®® Turkish production
of oil is estimated at 70,000 to 80,000 tons a year.”
Appreciable amounts of vegetable oils are also pro-
duced from cotton-seed in Afghanistan, the Anglo-
Egyptian Sudan and Iran, and from olives in Jordan,
Lebanon and Syria.

The production of macaroni, spaghetti and similar
products has developed rapidly, particularly in Egypt,
Israel and Lebanon, all of which more than fll con-
sumer demand. Qutput in Israel amounted to 16,000
tons in 1950 and 15,000 tons in 1951:% and in Lebanon
to 3,000 tons in 1950.%

Toracco

The tobacco industry in some of the countries of the
Middle East is one of the old established industries

9 Central Burenu of Statistics, Statistical Bulletin of Israel.

* Ministry of National Leonomy, Recwell des statistiques
générales (Beirut); Associztion of Lebanese Industrialists,
Lebanon’s Industries, 1940-1950 {Beirut ).

"1 Tnternational Boank for Reconstruction and Development,
Economy of Turkey, page 96.

2 Ceniral Bureau of Statistics, Statistical Bulletin of Israel.

3 Commerce du Lepant (Beirut), 30 January 1952.

Table A-12. Qutput of Tobacco Products, 1939, 1943, 1945, and 1947 to 1951

{Millions of cigarettes; tobacco in metric tons)

Counlry and ftem 19319 1943 1845 18947 1948 1948 1940 1851
Lgypt:
Cigarettes . .. .. L 6,000 10,000 9,800
Iran;
Cigarettes ‘ ‘ 3,112 2,682 3,007 3,059 4,350 5,513 4,162
Mznufactured tobacco . 7,734 4,101 3,198 4,010 5,972 5,797 3,848
Irag:»
'ilobucco,. ‘ 4,100 8,600 11,300 16,000 10,000 9,000
Israel/Palestine:
Cigarettes . 580 1,835 1,147 1,063 511 1,031 1,516 2,027
Manufectured tobaceo 52 120 138 156 Te 28 47 64
Jordan:
Cigarettes 147 143 185 221
Lebanon:
Cigarettes. ... .. .. oo 664 1,i91 972 807 8256 012 829 928
Manufactured tobacco ) 299 61 223 253 375 327 304 -
Syria:
Cigarettes. ... .. ... .. . 415 1,225 865 835 960 1,190 1,361 1,449
Manufactured tobacco 1,009 700 867 733 972 833 715 690
Furkey:
Cigarettes. ... . . o 10,558 4,927 15,3254 15,666 14,872 18,395 15,565 17,190
Manufactured tobacco. .. .. 4,451 3572 38,2424 2,541 2,706 3,162 2,303 2,548

Sonrce: United Nations, Statistical Yearbook; C. lssawi,
Egypt {Londoen, 1947) ; United Kingdom Board of Irade, Over-
Seas Economic Survey: Fgypt {London); United States De-
partment of Commerce, International Reference Service, Eco-
nomic Review of Egypt, 1948, 1949 (Washington, D C.} 5 Iran,
Ministry of Interior, National Statistical Publication (Teluan),
No. 2, March 1951

* Fisesl year; date represent tohacco issued Ifrom excise
bonded warehouges.

v Approximate output of cigarettes, 1,300 miilion; see United
Kingdom Board of Trade, Overseas Economic Surveys: Irag,
1949,

¢ Isreel only; June to December.

¢ 1944,
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which expanded markedly during the war and post-war
years. Except in Egypt, where the growing of tobacco
is prohibited, and in Isracl, all the countries listed in
table A-12 meet their own tohacco requirements; Iran,
Syria and Turkey export substantial quantities.

Production of cigarettes in all these countries is suffi.

cient for local requirements, and in Egypt and Turkey
there is a small export suiplus. In Egypt, Irag and
Israel, the cigaretie industry is operated by private en-
terprises. In Lebanon and Syria, a private monopoely
under government supervision, and in Iran and Turkey,
government monopolies, control produclion and dis-
tribution.

Chemical Industries

A number of chemical industiies were established in
the Middle East before or during the war. Most of these
have been expanded and now produce in suflicient quan-
tity to meet the greater part of local requirements, but
the narrowness of the market has limited their growth.
The following account deals with the major hranches
of the chemical industry.

ArcoroL

Table A-13 shows the output of alcolio]l in certain
countries of the Middle Last. In Egypt, the industry has
been established for some decades, but in other coun-
tries it is of more recent growth, In Egypt, Iran, Syria
and Turkey, molasses, as well as {ruits, is used {or the
production of alechol,

Table A-13. Production of Alcohol, 1939, 1943, 1945 and 1947 to 1951

{Metric tons)

Counlry 1939 1943 1545 1947 1948 1949 1550 1951
Egypt. .. ... . . . .. 4600 8,900 9,000 10,000 7,500 7,500 11,700 12,500
fragq.......... . - 69 95 104 . . .
Israel /Palestine o 613 468 547 700 2190 624 682 509
Lebanen... .. . 575¢ 583 334 468 831 822 550 520
Syria. . . S . 110 57 85 56 61 295 363
Turkey. ............ . 5800 7,300 6,900 8,100 8,200

Source: Ministry of Finance, Annuaire statistique de poche
{Ceiro) ; Seciété égyptienne de distillerie, Anpual Report for
1951; Ministry of Economics, Statistical Abstract (Baghdad) ;
Ministry of Nutienal Fconomy, Majmuat ihsaat Surie wa Lubnan
(Beirut) end Bulletin statistique trimestriel {Beirut} ; Statfs.
tical Abstract of Palestineg; Central Burcau of Statistics, Statis-

MATcHES

The mateh industry, which is of recent growth, was
aided by war-lime shortages in the region, but was
handicapped by the dificuity of obtaining wood. Pro-
duction in Egypt increased to 245 million boxes in
1947. In Iran, 227 million boxes were produced in
1948, compared with 104 million in 1938 Output in
Lebanon in 1949 was 60 million boxes, compared with
25 million in 1939, but it declined 1o 39 million boxes
in 1951, In Palestine, output increased slightly, from
33 million boxes in 1939 to 33.3 million in 1947; the
output of Israel was 42 million hoxes in 1950, and
&3 million in 1951, Syrian output in 1950 was 28 mil-
lion boxes, a sharp rise over both the pre-war output
and the war-time peak; by 1952, production had in-
creased to 45 million boxes. Production in Turkey has
also increased steadily, to 332 million boxes in 1948

tical Bulletin of Israel (Yerusalem} ; Nashrat al ihsaat al shah-
rig; Central Statistical Office, Annuaire statistigue {Ankarn).

" Productien of ene fuctory only, representing about two-thirds
of total output.

" Israel only; June to December 1948,

© 1940,

and 353 million in 1949, a level about 50 per cent
higher than that of the pre-war period.

Soar

The soap industry is based mainly on locally pro-
duced olive oil o1 cotlon-seed oil and is one of the old-
est industries in the area. In most producing countries
it meets all local requirements, except for some of the
higher qualities. Output of soap increased duiring the
war and post-war years; in Egypt, it rose from 45,000
tons in 1938 to 60,000 tons in 1948; in Lebanon, from
2,600 tons in 1940 to 6,500 tons in 1949; and in Syria,
from 3,400 tons in 1940 to 5,000 in 1950. Preduction
in Iran rose to 11,000 tons in 1948.%% Between 1943 and
1946, yearly output in Palestine amounted to a little
over 10,000 tons, leaving a small export surplus; in

** Overseas Consultants, Inc, op cit.
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1951, Israel’s production was 11,400 tons. This falls
~short of the country’s needs but is supplemented by
- some 3,000 tons of detergents.”® Iraq’s annual output
is about 3,000 tons, meeting about one-third of con-

sumption requirements.?® In the Anglo-Egyptian Sudan,

soap making, based on cotton-seed oil, is now “being

carried out by several firms on modern lines™.

FERTILIZERS

In the post-war period, Egypt’s production of super-
phosphates rose rapidly, to 100,000 tons annually. This
compares with an average of 20,000 to 30,000 tons
before the war, and meets more than two-thirds of
consumer demand. Local phosphate is used, and the
cost of production is low. A calcium nitrate plant, with
an initial capacity of 200,000 tons, started operation in
1951, and it was planned to use some of the electricity
generated from the Aswan dam for the production of
an additional 400,000 tons of calcium nitrates a year.
In Israel, a superphosphate factory with a capacity of
40,000 tons is to be enlarged to meet local require-
ments, estimated at 75,000 tons. Most of the phosphate
rock is imported for processing.’® Turkey produces
15,000 tons of superphosphates, but a new factory
under construction will raise output to 100,000 tons;®®
it is also proposed to expand the present annual pro-
duction of 6,000 tons of nitrates. The possibility of pro-
ducing ammonium sulphate from waste gases has been
envisaged in Iran and Iraq.

SULPHURIC ACID

The output of sulphuric acid in Egypt increased dur-
ing the war, amounting to 12,000 tons in 1947; since
then the capacity of the indusiry has been doubled.

~ Present production in Iran is a little below the indus-

try’s capacity of 1,200 tons a year. Annual ouiput of
sulphuric acid in Palestine in the post-war period was
9,000 tons. Since that time there has been a further
expansion of the industry in Israel. Production of sul-
phuric acid in Turkey in 1950 was 11,000 tons.

PHARMACEUTICALS

The industry is most fully developed in Israel, where
it was started by highly skilled immigrants, and further
expansion is under way. In Egypt, there has been a
marked increase in the number of articles manufac-
tured and in the quantity produced. In Turkey, a large
factory is being built by Turkish and United States
capital. The production of insecticides has increased in
some countries, and provision is being made for further
expansion.

OTHER CHEMICALS

A wide variety of other chemical products is pro-
duced on a small scale in Egypt, Israel, Turkey and,
to a lesser extent, in Iran. The chief of these are glycer-
ine (250 tons a year in Egypt), caustic soda (4,000
tons in Egypt, 1,200 tons in Turkey), nitric acid (100
tons in Egypt), hydrochloric acid (700 tons in Turkey,
500 tons in Egypt, 120 tons in Iran) and copper sul-
phate (2,000 tons in Turkey). The seven-year plan of
Iran envisages the establishment or extension of sul-
phuric and nitric acid units, and plants for insecticides,
soda ash and caustic soda.*®® The Turkish five-year plan
provides for the establishment of plants producing
nitric acid, ammonium nitrate, copper sulphate and car-
bon sulphide.'®* The chemical industries are developing
rapidly in Israel.

Metallurgical Industries

Domestic utilization of metal products in the Middle
East is low, not only in comparison with consumption
in highly industrialized countries, but also with that of
some under-developed regions, such as Latin America.
At present, annual consumption of steel products in
the entire region is about one million tons, or 10 kilo-
grammes per person. This compares with the following
per capita figures for 1948: Europe 110.5 kilogrammes,
Latin America 24.1, Africa 12.1, and Asia and the Far
East 4.6 kilogrammes.**?

° Government of Palestine, 4 Survey of Palestine (Jerusa-
lem), vol. 1; Palestine Economist, Annual, 1948 (Jerusalem) ;
Central Bureau of Statistics, Staiistical Bulletin of Israel (Jeru-
salem) ; Technion Yearbook (New York), 1951, page 174.

°¢ International Bank for Reconstruction and Development,
Economic Development of Iraq (Baltimore, Md., 1952), page
284.

7 British Information Services, The Anglo-Egyptian Sudan
(New York), June 1951, page 12.

Turkey is the only country of the Middle East which
has a full-fledged iron and steel industry, but both
Egypt and Israel operate small plants, and similar pro-
jects are envisaged under the seven-year plan of Iran.

The Karabuk plant in Turkey, which is owned by the
Government and is operated by the Siimer Bank, was
completed in 1940, at a cost of £T 42 million (US$23
million at the then prevailing exchange rate). This fig-
ure does not include investment for transport and other
facilities.'*® Table A-14 shows production of iron and

* M. A. Novomevsky, “Chemicals”, Technion Yearbook, 1950,
page 272.

9 Middle East Economist and Financial Service (New York),
May 1951; Turkish Information Office, News from Turkey (New
York), 24 July 1952,

%% Overseas Consultants, Inc., op. cit.

11 Thornburg, Spry and Soule, op. cit.; United Kingdom
Board of Trade, Overseas Economic Survey: Turkey (London).
192 United Nations, European Steel Trends (Geneva, 1949).

*%% Thornburg, Spry and Soule, op. cit.
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steel in Turkey since 1940; ‘the‘ output of a ckasft-iirony ~
_pipe factory with a capacity of 12,000 tons is not in-

cluded.

coke ovens and a sintering plant.2%

sequently scaled down and modified, and a total of

£T 19 million was allocated for the reorganization and

extension of the rolling mill and the installation of new

Tahle A4, Turkeyi: Production of ‘Irdﬁ and 'S{éel,
1940, 1943 and 1946 10 1952

(Thousands of metric tdns)

Steel ingots Rolled

Year Pig-iron . and castings products
1940........... .. S 83 ~-38 30s
1943, ... .. 55 43 41»
1946............ .. 79 80 57
19470 .. . ... 99 90 63
1948......... ... .. 100 102 76
1949 .. ... ... ...... 113 103 73
1950.............. 111 91 A
1950, ..... ... .. 155 135 105
1952, ... L. 138 109 .

_Source: United Nations, Statistical Yearbook and Monthly
Bulletin of Statistics; United Kingdom Board of Trade, Overseas
Economic Survey: Turkey (London).

*1941.

 1944.

¢ Nine months,

In addition to the general factors which retard in-
dustrial development in Turkey and the other countries
of the region, the Karabuk plant is handicapped by
two further difficulties: first, high transport costs, since
coal has to be carried almost 100 kilometres and iron
ore over 1,100 kilometres; and second, a lack of bal-
ance which hindered operations until recently. The two
blast furnaces of the plant have a capacity of 300,000
tons of pig-iron a year; the steel-furnace capacity is
only 150,000 tons; and that of the rolling mill, 110,000
tons.*** Moreover, the rolling mill is not designed to
make the products Turkey needs most, for example,
structural shapes and small rods. Hence, though coal is
bought below cost and wages are low, costs of produc-
tion are relatively high: pig-iron, £T 90 ($32) per
metric ton; steel ingots, £T 200 ($53); rails £T 375
($133) ; and sheets, £T 420 ($148) per ton.1°5

Under the Turkish five-year development plan, an-
nounced in 1946, it was planned to raise annual pro-
duction to 350,000 tons of pig-iron and steel and to
220,000 tons of finished products. The total investment
required was estimated at about $40 million. It was
considered that at the higher production level the plants
would become self-supporting?®® and would be able to
supply the country’s requirements. This plan was sub-

'%* International Bank for Reconstruction and Development,
Economy of Turkey (Washington, D.C.), page 93; until re-
cently the lack of balance was even moré marked, since the
capacity of the rolling mill was only 60,000 tons; see United
Kingdom Board of Trade, Overseas Economic Survey: Turkey
(London).

°® Thornburg, Spry and Soule, op. cit. The figures are for 1948.

*°¢ United Kingdom Board of Trade, Overseas Economic Sur-
vey: Turkey (London).

In Egypt, production of metal products increased
markedly following the rise in prices caused by hostili-

ties in Korea. Output of steel ingots rose from 5,000

tons in 1949 -to 25,000 in 1950 ‘and about 40,000 in
195138 all this production was based on scrap iron.
Costs in the industry have been reduced appreciably
by rationalization and standardization, and the rise in
the price of imported steel enabled local firms to with-
stand foreign competition. Output of cast-iron products
was 18,000 tons in 1950, compared with 12,000 in 1949,
and that of copper and brass, 4,000 tons against 2,500
in 1949.*% The metal industry is privately owned.

Contracts have been signed for iron and steel mills
in upper Egypt; these are to have a capacity of 160,000
tons and are to process pig-iron derived from the Aswan
deposits. The present annual requirement of iron and
steel products in Egypt ranges from 250,000 to 300,000
tons.

The outbreak of the Second World War interrupted
the construction of a government-owned steel plant at
Karaj, in Iran, with a capacity of about 100,000 tons
per annum. In all, about $10 million, out of a total
estimated cost of $16 million, was actually spent.*° It
is not certain, however, whether the project will be com-
pleted. The country’s annual requirements of steel prod-
ucts are estimated at almost 100,000 tons.*!*

Israel’s metallurgical industry, which employs over
20,000 workers, began, like that of Egypt, with the later
stages of production, based on imports of semi-finished
materials, and the earlier stages of production are grad-
ually being attained. Thus, there are plans for making
steel pipes, with an aggregate annual capacity of over
50,000 tons per shift. The value of the output of indus-
trial machinery and implements in 1950 was over £1 3
million,

Iron foundries with a capacity of 10,000 tons have
been set up; in 1950 output reached 5,000 tons and in
1951 about 8,000 tons; additional plants are under con-
struction. Output of copper and copper alloys is about
3,000 tons.

Consumption of metal products is relatively high in
Israel ; in 1950, 78,000 tons of iron and steel were con-
sumed, and the total has substantially increased since
that time. Consumption of copper in 1950 equalled
3,500 tons, aluminum 3,200 tons, zinc 1,500 tons and
lead 900 tons.

" International Bank for Reconstruction and Development,
op. cit., pages 102 to 104.

%% Fédération égyptienne de lindustrie, Annuaire 1950-51
(Cairo).

10 Ibid.

' OQverseas Consultants, Inc., op. cit.

1% United Kingdom Board of Trade, op. cit.
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Other Industries

CEMENT

The cement industry was established in most coun-
tries of the region by the mid-nineteen-thirties. Output
generally declined during the war, owing to the difh-
culty of obtaining spare patts and refractory bricks, but,
as table A-15 shows, post-war output has been well

above that of 1938 in most countries. Among the factors
stimulating the production of cement, in addition to
the high transport costs of imported cement, are the
high building rate, arising from the pent-up demand
for housing, and the construction of public works; bath
types of construction slackened markedly during the
war.

Table A-15. Production of Cement, 1939, 1943 and 1945 1o 1952

{Thousands of metiic tons)

Year gyt Iran Tsract/ Palestines Lelbunon Syria Turiicy
1930, ... L 368 69 112 156 58 284
19430 ... .. ... 323 42 176 118 33 176
1945, ... . 432 23 151 148 29 298
946 ... 588 37 235 158 43 325
947 ... . .. .. .. 648 42 328 168 48 345
948 ... . ... .. 768 58 160 209 54 345
1949, ... .. . 889 55 241 254 58 375
1950, . . ... ... 1022 s 380 263 68 388
1951, ... . oL 1,130 430 303 39 396
1952 ... L. 7880 3320 231v 104= 2844

Source: United Nations, Statistical Yearboolk; Iran,
Overseas Consultants, Ine, Report on Seven Year
Development Plan (New York) and John Murray,
“Iran Toduy” (Tehzan, 1950).

In general, the cement industry, which is privately
owned except in Iran,'** uses up-to-date equipment and
is efficiently managed; in some countries prices com-
pare favourably with those of imported products'*
and a small amount of cement has been exported fiom
Egypt and Lebanon. Local demand in the region has
not, hewever, been fully met and an expansion in pro-
duction is taking place. In Egypt, Lebanon and Syria,
capacity has doubled in the post-war years. The capacity
of the industry in Iran is being raised by about 150,000
tons, and plants have recently been completed in the
Anglo-Egyptian Sudan and Iraq; in Jordan and Saudi
Arabia, cement plants are under construction. The ca-
pacity of the Israeli plants is being increased by 400,000
tons a year. In Turkey the completion of new plants and
the extension of existing factories will 1aise capacity

by 400,000 tons by 1954.2*

Grass

Five of the Middle East countries produce glass by
modern processes. The pre-war production of 2,000
tons a year in Egypt was increased to 12,000 tons in

132 In Turkey, 72 por cent of the industry is privately owned;
the balance is operated by the Stimer Bank,

12 National Bank of Egypt, Economic Bulletin (Caire}, vol
111, No. 4, 1950.

114 Tyrkish Information Office, Progress Report from Turkey,
1952 {New Yeork).

2 Israel only, after 15 May 1944,
¥ Ten months.

° Nine months.

¢ Eight months,

1945.115 In the post-war period, output of glass-ware
fell off sharply, to 2,300 tons in 1949 and 2,800 tons in
1950. These figures do not include the production of
sheet glass which started in 1950 with an output of
3,100 tons.t®

The Iranian output of glass, which had expanded
during the war, decreased sharply after 1947 owing to
foreign competition, and several glass factories have
been closed. A factory in Tehran, with a capacity of
about 3,500 tons of glass-ware, installed machinery in
1949 for the annual production of 1.2 million square
metres of sheet glass; so far production has been held
up by technical difficulties.

In Israel about 200,000 square metres of sheet glass
and 30 million pieces of glass-ware are produced an-
nually. A factory at present under construction will
raise the country’s capacity to 2.5 million square metres
of sheet glass and 100 million containers.***

A Syrian factory with a capacity of 7,000 tons of
window glass and roller glass and 7,500 tons of lamps,
bottles and table-ware started opexation in 1950

45 United Kingdom Department of Overseas Trade, Egypt:
Review of Commercial Conditions (London, 1945).

M¢ Padiration égyptienne de Findustrie, dnnnaire 1950-51
{Cairo}.

117 Tarpeli Information Office, Israel Digest (New York), 19
October 1951

118 Commerce du Levant {Beirut), 5 July 1952
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Turkish production of glass-ware more than doubled
between 1938 and 1949, rising from 5,000 tons to
10,500 tons, but output fell off to 7,600 tons in 1951.11®

Parer

Most countries of the region (Egypt, Iran, Israel,
Lebanon, Syria and Turkey) produce paper in small
mills which use waste paper and make eardboard. Mod-
ern factories were established before the war in Egypt
and Turkey. During the war, output doubled in the
region as a whole, and there has been {urther expansion
since that time.

In Egypt, the annual output of paper and cardboard
increased from 12,000 tons before the war te 30,000 in
1945 and about 35,000 tons in 1947, Most of this rep-
resents the output of a large well equipped factory
using rice straw.

Output of cardboard in Palestine reached almost
2,000 tons in 1944; since that time there appears to
have been a decline in production in Israel?® A fac-
tory with a capacity of 12,000 tons of paper, scheduled
to start operations in the summer of 1953, will meet
60 per cent of domestic needs.?®

The paper industry of Turkey is entirely government-
owned and is operated by Simer Bank. Output in-
creased from 9,000 tons in 1938 to 15,000 tons in 1948,
but operations attained full capacity only towards the
end of 1949; in 1951, output exceeded 23,000 tons ***
The cellulose plants connected with the paper industry
produced 9,000 tons in 1951 .12

A factory with an annual capacity of 4,000 tons of
cardboard is under construetion in Iran. In Syria, a {ac-
tory with a capacity of 4 millien square metres of corru-
gated paper and cardboard bexes has recently started
production.

LEATHER GoODS

The industry is still largely in the handicraft stage,
but some types of production of leather goods have
been modernized, and there has been a marked im-
provement in quality.

Egypt is practically self-sufficient with respect to the
production of leather goods. Output of sole leather in-
creased from 3,500 tons in 1939 to 4,000 tons in 1946

*® Turkey, Ministére de I'économie et du commerce, Kon-
Jonktur (Ankara). Production by small factories is not included.

2% Government of Palestine, A4 Survey of Polestine (Jorusa-
tem) ; Central Burean of Statistics, Statistical Bulletin of Israel
(Jerusalem).

17 JTewish Agency for Palestine, Israel Ecenomic Horizons
{New York}, Oetoher 1952,

Y% Turkey, Ministére de Péconomie ot du commerce. Kon-
jonktur (Ankara).

13 Turkish Information Office, News from Turkey, 16 Octo-
ber 1952 (New York}).

and 5,000 tons in 1950, and other kinds of leather also
show a rise. In 1947, between 4 million and 5 million
pairs of shoes were produced, and capacily has since
been increased by the opening, early in 1951, of a
government-owned factory with an annual capacity of
600,000 pairs; these were designed to be sold to the
poor at about one-third of their cost.?#

Output of leather goods in Palestine rose substan-
tially during the war, but there was a sharp decline in
the post-war period. In 1951, Israel’s production
amounled to 700 tons of sole leather, 1.4 million square
{eet of upper leather and 1,688,000 pairs of footwear:2?

In Lebanon, the oulput of leather, which increased
during the war, has returned to the pre-war level; in
1951, 2,000 tons of sole leather and 2.3 million square
feet of upper leather were produced.’® Production in
Syria has recently been estimated at 750 tons of sole
leather and 1.5 million square feet of upper leather.*”

Turkey imports a few thousand tons of hides, but
produces about 15,000 tons of leather goods annually
and is practically self-sufficient with respect to these
items. Footwear is produced by one large government-
owned plant with a eapacity of over 800,000 pairs a
year, and also by crafismen.

ENGINEERING

Until recently there was little engineering industry
apart from railway and shipping repair shops and
yards; the shipyard at Suez is the largest in the Medi-
terrancan area. In Egypt, a Ford metor vehicle assem-
bly plant was completed in 1949, The plant can handle
about 2,500 vehicles a year.

In Israel, a Kaiser-Frazer plant capable of produe-
ing 6,000 cars annually started operations in June 1951,
and a precision toel and die plant was opened in June
1952. A refrigerator factory produces 7,000 units a
year. A radio factory is under construction. An aero-
plane engine factory which has been built in Turkey
has not yet started arge-scale production.

CONSTRUCTION

In all the countries of the Middle East, the building
industry is one of the most important, employing n rela-
tively large number of workers. Building was severely
restricted during the war, but it expanded rapidly afller
the cessation of hostilities. Table A-16 indicates the
extent of new huilding in some of the countries. In the
absence of uniform statisties no comparison between
countries has been attempted.

VAL dhrem, 3 Fanuary 1950 {Caire) .

¥ Central Bureaw of Statistics, Statistical Bulfetin of Israel
{Jerusalem}.

% Ministry of National Economy, Bulletin statistique trimes-
triel {Beirat).

YT Cominerce du Lepant (Beirut), 22 October 1952,
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Table A-16. Building Permits Issued, 1938, 1943 and 1945 to 1952

Country and wnil 1938 1943 el 16 1947 1948 1940 1850 1954 1952

Egypt (3 principal towns):
umber of residential permits 1,052 088 1,520 2,306 3,085 4,934 4,573 4,809 3,928 1,614

Iraq:
I%umber of permits.. .. .. o 2,641 3,400 3,491 4,406 3,016 3,347 2,900

Lebanon (Beirut):
Thousands of square melres
of floor space authorized ‘ . 107 17

il
o
E

258 254 269 234 29].

Palestine (4 c{principal towmns);
Thousands of square metres
completed {floor space) . 342

I3
38

286 719 858

Israel (exelnding certain villuges):
Thousands of square 1metres
completed {ground area). . . . S : . 1794 360 639 1,038 5640

Syria {Damascus):
Thousands of square metres
authorized (floor area). . . 60= 35 56 90 143 165 1606 200 149 118¢

Turkey {Istanbul):
Number of buildings com-

pleted ... .. ... . 720 155 409 634 1,577 1,677 e & = &
Source: United Nations, Statistical Yearbook; Statistical Ab- ¢ 1939,
stract of Palestine, . * Eight months,
® Six months, ¥ Investment in residentizl building in Twrkey amounted to
b 1944, £T 63 million in 1948, £T 71.3 millien in 1949, £1 80 million in
¢ Eleven months, 1950, £T 100 miilion in 1951 and £T 120 miilion in 1952 (in-

4 June to December. formation from Ministry of Public Works).
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TECHNICAL ASSISTANCE IN THE REGION

During recent years most countries of the Middie East
have received technical assistance supplied by the
United Nations and its specialized agencies under the
lechnical assistance programmes of the United Nations.
France, the United Kingdom and the United States, in
addition to thelr contributions to these programmmes,
have provided technical assistance direetly to certain
countries of the region under bilateral agreements.

A short description js given here of the principal
projeets which have been carried out or are in progress
under the various programmes, those of the United
Nations and the specialized agencies heing treated in
somewhal greater detail. Projects which are under con-
sideration in the diflerent countries but on which ne
action has been taken or funds autherized have been
omilted,

Technical Assistance by the United Nations and the Specialized Agencies

The Middle East has received increasing aid under
the technical assistance programmes of the United
Nations and its specialized agencies.? Of the 1,118 ex-
perts in the fleld in different parts of the woild on
1 December 1952, 273 were in the Middle Fast, mainly
m Iran, Afghanistan, Iraq, Israel, Syria, Lehanon,
Turkey, Saudi Arabia and Jerdan. In addition, indi-
viduals {rom countries in the region held 307 fellow-
ships el the total of 1,180 in effect on the same date
{see table I3-1). Total expenses [or technical assistance
projects in the Middle East amounted to over one mil-
lion dollars by the end of 1951, and the expansion of
the programmes led lo assignment of technical assist-
ance 1esidenl representatives lo Alghanistan, Lian,
Istael and Turkey, as well as a liaison oflicer in Beirut
to cover activilies in Irag, Jordan, Lebanon and Syria.
The role of these representatives is to facilitale the
extension of technical assistance in each country and to
assist the government concerned, as well as organiza-
tions participating in the expanded programme, in the
co-ordination and integration of these activities.

Afghanistan

Following twe preparatory missions in 1950, ihe
Government of Alghanistan requested and received
technical assistance in several major fields, including
economic planning and budget control, development of
underground water and eoil resources, control of rinder-
pest and other animal diseases, improvement ol the
karakul sheep industry, introduction of improved farm
implements and better methods of eotton cultivation,

' Detailed information on technieal assistance programmes of
the United Nations and the specialized agencies may be found in
reports of the Technical Assistance Board, from which passapes
in this section have been drawn. Iadividual fellowship and
scholarship awards are not deseribed in this appendix. Under
the technical assistance pregramme, the United Nations and iis
specialized zgencies have awarded fellowships and scholarships
in a wide range of ficlds related to economie develepment, cov

measures for advancing the educational system at both
the general and the technical level, and preparation of
programmes of cconomic development,

In order to develop Afghan water resources—a matter
with bread implications for general economic develop-
menl in Afghanistan—ihe Government asked the United
Nations for the services ol a number of experts and for
necessary equipmenl. A geologist-hydrologist and a
drilling expert have been recruited by the United
Nations, and equipment has been supplied to the value
of $30,000. In addition, the sexvices of the Compagnie
générale de géophysique have been 1ctained for the
purpose of finding water by geophysical methods.
Afghan personnel are to be trained in all phases of the
project.

The United Nationg supplied the services of an oil
expert with whose assistance six potential oil basins
were located. The services of an expert in oil drilling
were also supplied in May 1951, to assist the Govern-
ment in its diilling programme,

In the field of communications, two United Nations
experts advised the Government, in 1951 and 1952, on
economically feasible methods of establishing an inter-
national radio-telephone system to link Afghanistan’s
telephones with those of the rest of the wozld, and on
possible improvements in the existing internalional
radio-telegraph service, as well as in domestic telephone
and telegraph services. Under the technical assistance
programme, a road engineer began work in 1952 on
engineering and administrative problems invelved in
building and maintaining a primary road system to
replace present inadequate 1oads,

ering such subjeets as the exploitation of oil resources; hydraw.
lic and thermal power resource appraisal: infand water trans-
port; rail operations; public finance and pullic administration:
agricultaral development, soil conservation, forestry, plant breed-
ing and home ceonomics; the erganization and development of’
handicraft industries; co-operatives; weather forecasting; air
traffic control and scismolopy.
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Table B-1. Number of Experts and Fellowships provided by the United Nations and Specialized
Agencies, 1 December 1952

Country United Notions T4B Lo FAQ UNESCO W 1CAD Tatal
Afghanistan:
xperts. . 11 1 - 11 4 10 1 38
Feﬁowships e 11 -~ - 3 6 -~ - 20
Cyprus:
E:certs‘u e e e e = - - - - - - -
Tellowships. .. ........ .. ... - - - 3 - - - 3
Eavpt:
'xﬁerts P | - - - - 8 3 12
Fellowships ... .. ... .. .4l ~ - - - 3 - 44
Iran:
Experts. .. .. .. ... i 1 2 28 4 4] 9 71
Feliowships. . . . 33 - 2 15 14 12 1 77
Irag:
EDEIES . . . v e es e L - 2 20 i 5 3 38
Felil)ﬂwships e o 9 - - 3 il 2 - 25
Israel:
Experts .. ... ....... .. .. 7 1 2 13 - 2 3 28
Fellowships . . 29 - 3 11 4 4 1 52
Jordan:
Experts . ... ... .. o - - 1 - 2 - 7
Yellowships . 10 - - - 1 - 11
Lebanon:
Txperts. ..... ... . ... .. 1 - 1 - 3 8 3 16
Fellowships . .. ... . o - - 8 - 3 4 2 17
Seudi Arabia;
Experts........ ... ... ‘ - - - 10 - 5 - 15
Fellowships . . . oo - - - - - - - -
Syria:
Experts . ....... ... . . - - - 8 6 9 - 23
Fellowships 13 - - 12 8 3 - 36
Turkey:
Experts......... ... . .... 1 1 1 - 5 5 - 13
Fellowships. 15 - - - 4 3 - 22
Torar MipoLe Easi:
Experts . .47 4 8 91 29 60 22 273s
Tellowships 161 - 13 47 a0 32 4 307

Source: Data suppled by United Nations Technical Assist-
ance Administzation. The following abbreviations have been
used: TAB, Technical Assistance Board of the United Nations;
IL0O, International Laboer Organisation; FAQ, Food and Agri-
culture Organization of the United Nations; UNESCQ, United

The Government also asked the United Nations for
the services of experts in cconomic planning, public
finance administiation, and banking and monetary
policy, to act as advisers in the development of an inte-
grated economic programme. Work was begun in Janu-
ary 1952 by an expert in public finance administration,
to furnish advice to the Ministry of Finance on budget-
ary organization, tax administiation and government
accounting. It was expected that the two additional ex-
perts would also be appointed.

A statistician was sent to Afghanistan by the United
Nations in 1951 on an assignment from which he re-
wirned in December 1952, His work, to advise the
Government on a system ol compiling minimum sta-

Nations . Educational, Secientific and Cultural Organizatien;
WHO, World Health Organization; ICAO, International Civil
Aviation Orgunization,

* Including twelve experts engaged in regional projects.

tistics essential for the countiy’s administiative needs
and development plans, was to be carried on by another
statistician.

The Food and Agriculture Organization of the United
Nations (TFAQ) has assisted the Afghan Government in
the pastoral industry, in cotton cultivation and in intro-
duction of new farm implements. With the aid of an
FAQ velerinary team, a carefully planned campaign
for the eradication of rinderpest was carried out during
1951; more than a million cattle were inoculated.
A drying machine was purchased by FAO for the manu-
facture in Afghanistan of goat vaccine for rinderpest,
and also {or the production of vaccines for other animal
disenses. The services of an FAO expert were supplied
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to assist the karakul sheep industry, Afghanistan’s most
important source of foreign exchange; the industry has
declined in recent years owing to unecertain feed sup-
plies, water shortages, disease and parasites. It is
planncd to establish pilot demonstration projects on
use of cotton-seed cake, sugar-pulp and hay as fodder.
An FAQ cotton specialist assisted the Government in
improving methods of cotton growing and increasing
yield. In addition, an FAO farm implement expert,
accompanied by twe assistants, demonstrated the uses
of scythes, hoes, {orks and hay 1akes, all of which were
unknown in Afghanistan. It is intended to expand this
work, and it s estimated that productivity per man can
be increased from two to five times the present rate by
the use of such implemenls, most of which can be made
locally.

In the social field, Afghanistan has benefited from
the assistance of the United Nations Idueational, Scien-
tific and Cultural Organization (UNESCO), the Woild
Health Organization (WHO)} and the United Natjons
International Children’s Fmergency Fund {UNICEF).
In 1949, UNESCO sent an education mission, which
made a comprehensive survey of education and pre-
pared a report with recommendations for development
in this field. This was complementary to the develop-
ment plan drawn up by the United Nations-FAQ mis-
sion. Late in 1951 an educalion adviser was assigned 1o
Afghanistan, to continue to aid in its edueational devel-
opment. The Afghan Institnte of Technology was
created in 1951 for the training of greatly needed techni-
cal workers; UNESCO supplied experts in construction
engineering and in aulomotive shop training Lo o1 ganize
courses and provide training In antemotive technology,
electricity, general mechanical work and construction
work.

A public health adviser was provided by WHO 1o
help the Government survey its medical and publie
health needs and to determine how to organize a more
adequate public health service. A malaria control team
was also organized by WHO; since May 1950 this leam
kas been demonstiating methods of malaria control and
ttaining local personnel. The team has also helped the
Government conduct an anti-typhus programme  in
Kabul and Kandahar, where typhus epidemics eccur
every yvear, With help from WHOQ and UNICEF, which
provided a team of three experts, the Government in
1950 inaugurated a pilot project to promole maternal
and child healih, and to control venereal disease. The
project was greatly expanded in 1951 and 1952,

Cyprus

Cypius received the services of an FAQ range man.
agement expert, who has conducted suveys and ex-
perimental work, incleding experiments with fertitizers
and selected pasture plants 1o indicate whether mate-
tials other than phosphorus or nittogen aie required

for Cyprus soils and whether certain pasture plant spe-
cies will thrive in the environment. It is hoped to find
species suited to soil conservation and to use in crop
rotation,

Egypt

Technical assistance provided by the United Nations
and its specialized agencies to Egypt was concerned
primarily with secial welfare, public health and con-
trol ol plant pests. Agreements have also been reached
to provide assistance in economic development, sta-
tisties, rural welfare, agricultural improvement, voca-
tional Lraining, civil aviation, public health and social
wellare.

During 1951, FAO provided technical assistance 1o
control the collon-leaf worm, which causes immense
damage each year to colton and to other crops. The
Government and FAO also worked out a plan to estab-
lish a demonstration project in rural improvement.

The United Nations Reliel and Works Agency for
Palestine Refugees (UNRWAPR), as pait of its pro-
gramme lor assisting in the rehabilitation of refugees,
aided Egypt in a survey of the water potentialities of
the notth-east Sinai peninsula, in the operation of a
handicraft programme {or vocational training in Gaza,
and in a training course in Gaza during the summer of
1951 tor teachers participating in the educational pro-
gramme for refugees.

In 1951 WHO made preparations {or a health dem-
onstration ares in the Qalyub distriet, and in 1952
started a tubereulosis demonstration and training centre
in Cairo, as well as a project {or research in trachoma.
Since 1949 the Governmenl of Eeypt has been conduet-
ing an anti-tuberculosis campaign Tor which it has re-
ceived assistance from UNICEF and {rom WHO. Plans
were prepared by a WHO expert for establishing a
plant 1o preduce DDT, and the Executive Board of
UNICEF approved a grant of $250,000 for necessary
cipeipment for this project.

The United Nations and WHO joinlly assisted in a
project for a rehabilitation institute for the blind to
serve Egypt and neighbouring eountiies. A United
Nations social wellare expert visited Egypt during 1951
to advise on the establishment of such a centre. In 1951,
also, a United Nations expert made a social welfare
survey, The International Labour Organisation (1LO)
also co-operated in the vocational training and place-
ment aspects of this project. During 1952, the United
Nations provided the seivices of an expert on youth
recreational activity.

In the field of economic statistics, the United Nations
agreed Lo recruit an experl on nalional income statistics
to advise and assist, for an initial period of one vear,
in the organization and operation of a statistieal centre
{o1 the training of professional Egyptian siatisticians.
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Iran

Important aspects of technical assistance in Iran in-
clude developing local textile indusiries, improving
transport and communications, raising agricultmal pro-
duction, conserving the couniry’s forests, preducing
charceal, impioving technical schools, extending the
co-operative movement and stiengthening public health
administration and teacher-training institutions.

In order that the Iranian Oil Company within the
frame work of the seven-yemx plan may be fally in-
formed regarding its project and statistics, an expert in
warehousing and stores book-keeping has been made
available by the United Nations, and an expert in ac-
counting practices and business administration is being
recruited. The United Nations has also supplied the
services of a textile expest who, since June 1951, has ad-
vised the Government on various aspects of the lextile
industry. On the basis of his recommendations, a2 num-
ber of textile experts have been appoeinted for silk dye-
ing and weaving, jute mill operation and industrial ac.
counting; others are being recruited to advise the Gov-
ernment with regard to spinning, finishing, printing,
knitwork and silk printing and design. In the field of
electric power development, an expert began a study of
electric networks in April 1952, and two experls ae
to study existing plans for construction of thermoelec-
tric stations and the extent to which these plans meet
the requirements of various areas. A fourth expert will
advise on the planning and execution of a long-lerm
programme [or developing hydroelectric power. A team
of four experts, recrnited in 1951 by the United Nations,
studied the condition of postal services and telecommu-
nication in Iran. In implementation of the team’s rec-
ommendations, the United Nations has agreed to pro-
vide the services of seven specialists in this field. In
connexion with development projects for the poit of
Khorramshahy, the United Nations has made available
the services of three experts—in port administzation,
traffic movement and coastal navigation. Four railway
experts were appointed in the spring of 1952 to advise
on railway operation and maintenance. To improve the
supply of drinking water in some sixty to seventy cities,
the Government asked the United Nations for the serv-
ices of twelve specialists in the development of under-
ground water resources; a preliminary survey is being
undertaken by two experts.

The Government has asked the United Nations to
make available the services of a draftsman and a topo-
graphic surveyor in connexion with the geological sur-
vey of Iran. The latter expert was appointed in October
1952, A team of three experts in public administration,
public finance and social welfare spent four months in
Iran at the end of 1950. Their recommendations in-
cluded the establishment of a school of social work, the
reorganization of the administrative structure of gov-
ernment departments, the adoption of a fellowship sys-
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tem for studies in Iran and abroad, amendments to tax
legislation and the development of statistical services.
In a more recent request, the Iranian Government asked
the United Nations for a team of economic and financial
specialists to advise the Prime Minister on economic
and financial problems. As a result, a mission headed
by the former managing director of the International
Monetary Fund was assigned to Iran.

By December 1952, twenty-eight FAO experts had
been assigned to Iran in connexion with agricultural
development, {orest 1esources, rural credit, sugar-cane
production and chemical fertilizers. An FAO irrigation
engineer conducted a brief preliminary survey in
August 1951 and, on the basis of this, an irrigation
engineer, a ground water geologist and two drilling
technicians were sent to Iran. Another FAO expert as-
sisted the Government in the formulation of its forest
policy and in reorganization of the forest service to
enforce control of grazing and exploitation; he also
conducted a survey of charcoal making and recom-
mended improvement in kilns, as well as the introduc-
tion of better saws, hammers and wedges. A wood tech-
nologist conducted a swrvey of forest products and or-
ganized training classes in wood technology for local
technicians, An expert in forest management, studying
forest protection, will assist in establishing experi-
mental areas where modern principles of range man-
agement can be demonstiated to lecal groups. A spe-
cialist in range management is also giving advice on
improving natural ranges by seeding indigenous and
non-indigencus forage crops. Testing of field crops,
such as cotton and cereals, in diflerent environments,
as well as improvement of yield, is also being aided by
FAQ experts. An FAQ expert in rural credit is studying
the organization of the Agricultural Bank in oxrder to
make 1ecommendations on financing agricultural co-
operative societies and on drafting regulations govern-
ing them. A farm demonstration expert was provided to
give advice on methods of improving farm practices.
An agricultural statistician is helping the Ministry of
Agriculture to improve its statistical services. Another
expert surveyed the slaughter houses and advised the
suthorities on plans for improving them.

In Junuary 1951, the International Civil Aviation
Organization agreed to send a team of ninc experts to
Iran to help Iranian Alvways improve its erganization
and service, and to aid the Department of Civil Aviation
in training personnel to operate ground facilities and
services. Of these, seven experts were in the field in
September 1952,

A technical mission [rom the International Mone-
tary Fund visited Iran in January 1951 to advise the
Government on exchange problems. In 1951 two ILO
experts on co-operatives helped draft a law, drew up
model 1ules for such societies and assisted the Govern-
ment in founding some model co-operatives. They
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also invesligated the possibility of establishing con-
sumer co-operatives in urban centres and of transform-
ing local agencies of the Agricultural Bank into rural
credit co-operatives, Another ILO expert was in Tehran
at the end of 1951 for the purpose of advising the Gov-
ernment on the organization of labour inspections.

Early in 1951 the Government of Iran requested
UNESCO 1o assist in reorganizing its lechnical schools,
in arranging a repair and mainlenance service for sci-
entific instiuments in universities, in o1ganizing libra-
ries and documentation services and in stalling medieal
faculties. In pursuance of agreements signed with the
Government, UNLESCO sent five experts to Iran to start
four projects in the above helds.

The most Important project of WHO in Iran was a
medieal teaching mission under the joint auspices of
WHO and the Unitarian Service Commiltee; this mis-
sion, consisting of eight experts in different fields, vis-
ited the country in Gclober 1951 and conducted a three-
week demonstration seminar at the University of
Tebran. Iran was also aided by WHO in a nalion-wide
campaign for malaria control, and the sexvices of two
advisers on public health administration were supplied
to the Government. Supplies were provided and WHO
personnel paid for by UNICEF in connexion with an
anti-tuberculosis vaccination campaign. In November
1951, UNICLEF approved assistance to Iran totalling
3300,000 {or a milk conservation programme.

Irag

The Government of lraq has received technical assist.
ance in the fields of fisheries, agricultural research,
plant diseases, irtigation, nutrition, statistics, funda-
mental education (in the Pujaila area), malaria con-
trol, rural health, civil aviation and social welfare. The
International Bank for Reconstruction and Develop-
ment, with the help of FAQ, WHO and UNESCO, or-

ganized a mission in 1951, which submitied a compre-

hensive general economic survey to the Government in.

Felruary 1952, Following this survey, FAO experts
were assigned to assist the Government in measures {or
soil conservation and land use, in establishing agricul.
tural co-operatives, improving livestock, cultivating
eucalyptus and poplar tiees and operating fisheries.
The team included an agzicultural statistician and a
nutrition officer who undertook an examination of nu-
trition problems in Itaq. In addition, specialists were
provided in irrigation, drainage, agricultural rescarch,
agricultural demonstralion work and ground water
geology.

Since 1945, the Government of Iraq has been en-
gaged in a national land use and development scheme,
to open for settlement large areas of hitherto unculii.
vated land. In comnexion with this programme,
UNLESCO is assisting in the establishment of a sound
and broad fundamental education programme at

Dujaila; ILO is co-operating in advancing education in
handicrafts, as well as in organizing co-operatives and
teaching co-operative methods; and WHO is furnishing
aid in developing health education. The services of a
specialist in aeronautical meteorology and an expert in
air traffic control were provided by ICAO.

In the field of social welfare, an expert provided by
the United Nations in 1950/51 initiated training plans
for teaching basic principles of social welfaie as
adapted to local conditions. Another expert was pro-
vided to establish a course of training in social welfare,
beginning September 1952, A community development
specialist completed a short-term exploratory mission

in July 1931.
The Government of Iraq was assisted by UNESCO in

strengthening university instruction in biology, indus-
trial chemistry and physics, as well as in building up its
technical education and training facilities. In addilion,
the Government was aided by two advisers in a survey
of the potentialities of vocational edueation,

The Government also was aided by WHO and
UNICEF in setting up a project for control of bejel,
a form of venereal disease. To control malaria, which
constitutes another major health problem in Irag, a
preliminary survey was completed in July 1951 and a
team of three experts from WHO began their training
and control programme in 1952. Moreover, 2 WHO
consultant carried out a rural health survey duiing the
latter half of 1951 for the establishment of a rural
centre to provide basic health services and training for
local personnel.

Isracl

The United Nations has furnished Israel with expert
advice covering widely diverse fields. Experts were sup-
plied to advise the Government on fiseal and budget
matters; soil mechanics; the development of water re-
sources; production statistics; chemical analysis; non-
ferrous metal casting, and metal finishing; oil storage
problems; underground water; peat processing; photo-
gravure printing; social wellate policy and adminis.
tration; and mental hygiene.

Experts in the following fields were under recruit-
ment fate in 1952 by the United Nations for service in
Israel: processing wood for pulp; use of cereal straw
for producing cellulose; planning a huilding research
cenire; developing a central technical research insti-
tute; expanding the plastics industry ; housing and town
and country planning: exploration for petroleum;
meteorology; and problems of the mentally retarded.

Technical assistance has been provided also by FAO
in several fields. A number of soil conservation experts
have been working in Jsrae! as advisers to the Soil Con-
servation Department, and soil surveys have been car-
ried out. FAQ experts in range management have
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assisted in experimental seeding of indigenous and
non-indigenous species to provide forage in laige un-
tilled areas and to lay down a vegetation cover against
further erosion. Fox the citrus industry, an FAO expert
was consulted on fertilizers and on improvement of
irrigation practices in citius orchaids. An expert in
olive culture made a survey of the production and
processing of olive oil. For the development of dairy
farming, FAO agreed to supply a team of experts,
consisting of Lwo veterinarians, a dairy breeding expert
and a specialist on milk use, to advise the Government
on the use of diied milk powder and on necessary in-
stallations. For expansion of sea fisheries, FAQ agreed
to furnish experts in the field, and also awarded two
fellowships for a course of study in fish culture tech-
niques in Indonesia. The Central Research Institute for
Agriculture has also received technical assistance from

FAO.

In the feld of civil aviation, an expert supplied by
ICAO made recommendations for improving Lydda air-
port and other airports in the country, A specialist in
aircraft cerlification studied the current means of over-
hauling, repairing and maintaining civil aircraft in
Istael, in order to recommend improvements and to
assist in establishing a government airworthiness au-
thorily. A training expert was sent to assist the Israel
Department of Civil Aviation in establishing standards
for licences to aviation personnel, and to aid the na-
tional airline, El-Al, in organizing training couises for
various classes of technical personnel.

Israel was also assisted by ILO with respect to cer-
tain labour problems. An employment service expert
sent by ILO conducted a survey of employment ex-
changes in Israel and submitted a comprehensive e
port containing recommendations regarding their ad-
ministration and financial and technical organization,
A specialist conducted a master course on training for
supervision in industry ; it was expected that the persons
so tizined would become instructors in similar courses
for a broad cross-section of industry in Istael. An ex-
pert was also provided for further instiuction, particu-
larly regarding job relations and job methods. An ILO
expert in productivity was sent to Istael in February
1952 &s a consultant in the Productivity Institule.

A medical teaching mission sponsored by WHO and
the Unitarian Service Committee visited Israel in Sep-
tember 1951, This mission consisted of specialists in
basic medical sciences, in clinical medical sciences, in
medical education and in various problems of public
health. Experts were also assigned to the Government
to advise on venereal disease control and on the estab-
lishment of laborateries for diagnosis and for the
prepatation of vaccines and serums, A tuberculosis
control programme was undertaken with the co-opera-
tion of UNICEF and WHO. In November 1951,
UNICEF approved $40,000 for assistance to Israel for

equipment, supplies and transport for maternal and
child wel{are services.

Projects in seismological and wind power research
have been undertaken in Israel by UNESCO. In the
summer of 1951, UNESCO sent a scientific expert in
seismology who recommended the establishment of
two scismic stations. For utilization of wind power,
UNESCO also provided expert advice on messuring
avernge wind velocity in various parts of the country
and on sites for pilot projects which would apply wind
power.

Jordan

The technical assistance provided to Jordan has been
connected largely aith the integration of refugees inlo
its social and economic life. In the provision of such
assistance, the United Nations Relief and Works Agency
for Palestine Refugees (UNRWAPR) has played a
major roles (sce chapter 8).

An economist advised the Government on general
economic planning, and a construction engineer was a
consultant on public works and building construction.
A geophysical survey was carried out south-east of the
Dead Sea, while a soil chemist analysed the types of
soi] in this and other areas where agricultural develop-
ment is planned. To assist in financing proposed devel-
opment schemes, a Development Bank was organized by
UNRWAPR, which contributed 80 per cent of the
Bank’s capital of $1.4 million.

In meeting the medical needs of nearly 500,000 refu-
gees in Jordan, the health division of UNRWAPR, in
co-operation with WHO, extended 2 considerable
amount of technical aid to the Jordan Government;
furthermore, a medical training programme has been
inaugurated which will train twenty-six persons for
periods ranging from six months to three years in
nursing, midwifery, and X-ray and laboratory tech-
niques. As patt of its programme of vocational train-
ing, the Education Division of UNRWAPR is provid-
ing about 750 refugees with instruction in carpentry,
shoemaking, bookbinding, tinsmithing, basket-making,
weaving, agriculture, dressmaking, sewing and em-
brofdery.

An industrial economist who was sent by the United
Nations to Jordan in 1951 to advise on the development
of small industries, with special 1eference to Palestine
relugees, was followed by a chemical engineer who is
advising the Government on technical, economic and
marketing aspects of chemical industries that may be
established. Beginning in May 1952, an expert has
helped establish repair shops to handle all types of
lieavy machinery and has instructed local mechanics
in the operation and maintenance of equipment. In ad-
dition, the United Nations appointed an econemist in
June 1952 to assist the Government of Jordan in estab-
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lishing an integrated programme of general economic
development. For the development of Aqaba port,
which would result in foreign exchange savings of
about $3.5 million zmmmf]}, a port conslruetion engi-
neer was appointed in March 1952 to make recommen-
dations on insiallations and equipment. Also, an ex-
pert in public administration was assigned to the office
of the Prime Minister.

In the formulation of agricultwral development
plans, FAG has also assisted Jordan by providing an
agricultural economist to work with the Ministiy of
Development and Reconstruction.

Early in 1951 an ICAQ expert in airport construction
visited Jordan, conducted a preliminary study and sub-
mitted his findings; as a result an acronautical mete-
orologist was provided to assist the Government of
Jordan.

Lebanon

Technical assistance to Lebanon from the United
Nations and specialized agencies has included assist-
ance in low cost housing and slum clearance; malaria
control, public health administration and health edu-
eation; a preliminary survey of education needs: and
development of the inlernational airport at Beirut.

The United Nations has furnished Lebanon the serv-
ices of a statistician, and of an expert in low cost
housing. The latter has assisted the Lebanese authorilies
in making a survey of housing and living conditions in
Beirut. He is working in consultation with housing spe-
cialists appointed under the United Siates bilateral
pregramme.

A lechnical mission from the Fund during 1950 ad-
vised the Government of Lebanon on exchange prob-
lems. In co-operation with the American University of
Beirut, UNRWAPR since Seplember 1950 has bheen
conducting a study of the national income. The training
progiamme of UNRWATPR has included a course in
elementary statisties and the practical application of
statistical theory: training in vocational education ; and
instruction in education methods and practices. In
November 1951, under the auspices of the American
University of Beirut, UNRWAPR also sponsored its
second Middle East medical symposium.

Two experts were sent to Lebanon hy ICAO
November 1951 to study the technical and administra-
tive organization of the Department of Civil Aviation
and its operation of the international airport al Beirut;
as g resull, a revised plan of o1ganization was prepared,
In addition, ICAQ trained local personnel to man the
airport, and instruelions were given in air traflie con-
trol, meteorology and comnnmications.

In the Tatter half of 1931, 2 WHO team started a dem-
onstration project {or eonirol of malaria by surveying
the Akkar plain, several parts of the Bekaa, the littoral

and the area around Tyre; three expeils dre continuing
the work. Six other WHO specialists in Lebanon were
engaged in September 1952 in public health adminis-
tration, public health nursing, establishment of a dem.
onstration and training centre in maternal and child
health and lecturing in preventive medicine and hygiene
at St. Joseph University, Beirut.

Aid by UNESCO to Lebanon has consisted in provid-
ing Lhe services of a general educational adviser and of
experis for the revision of textbooks and the creation
of a document and educational centre.

Saudi Arabia

Technical assistance to Saudi Arabia has included
exploration of the possibililies for a programme of
water conservalion and improvement of the country’s
main crop, dales; building a quarantine station for pil-
grims at Jidda, throngh which heavy pilgrim traffic
passes annually; and mahnm control. An FFAO mission
to Saudi Arabia conducted a survey of available water
in order Lo assess possibilities for development; this
work is to be expanded by a fuither mission consisting
of nine experts, In]ealmu and reclamation engineers
[rom FAQ examined lhe possibility of controlling, hy
means ol dams and other water-spreading devices, flood
waters caused by irreguiar 1ainfall, and explored sites
for seasonal storage dams. A soil specialist conducted
surveys and chemical analyses to determine the suit-
ability of soils for cultivation dnd irrigation in relation
to the available waler supply.

An agricultural institute js to be established by the
Government, with sub-stations localed throughout the
country. FAQ has undentaken to provide twelve spe-
cialists to assist in establishing thiz institule and is to
take part in the training progiamme, which includes
studies of the adaptability of various species of plants;
agricultural techniques; and improvement in livestock
and in grazing practices.

Ia September 1951, the Government staited work on
the quarantine station [or pilgrims at Jidda, mentioned
above. This project, assisted by WHO, includes a gen-
eral hospital, a school for training nurses and auxiliary
personnel, a hospital and isolation camp for persons
sulfering from infeclious diseases. and a laboratory.
During 1951 a WHO malariologist made a prehmmuu
survey of malaria control in Saudi Arabia, and a ma-
laria control demenstration programme was agreed
upon by the Government and WHO; thiee experts were
furnished by the latter.

Syria

The Government ol Syria has received technical as-
sistance in a comprehensive programme for develop-
ing its agriculture, including aid in range management.
ntilization of underground water 1esources, agricultural
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research and control of insect pests; in expanding its
facilities for fundamental, technical and scientific edu-
cation; in training in home economics; in reorganizing
its libraries; in improving its nursing facilities; and in
perfecting its statistics.

An FAO mission is studying the development of
water resources, soil types and uses, improvement of
pastures, control of plant diseases and similar agricul-
tural needs. In connexion with the Government’s
projects for exlending irrigation, FAO supplied the
services of a ground-water geologist to conduct a gen-
eral survey of undergiound water resouices and their
possible use in irtigation. A specialist in soils was as-
signed to classify the soils of Syria and to assess their
suitability for irrigation schemes and the introduction
of new crops. In preparing for proposed legislation on
plant protection for a programme of insect control,
the Government obtained the services of an FAO plant
pathologist, who is studying chemical control of cotton
pests. An expert in the production, marketing and
classification of cotton carried out a shert advisory as-
signment late in 1951, An expert in yange management
examined existing pastures with a view to increasing
their capacity and supplying supplementary feed dur-
ing rainless periods of the year; the expert selected
test and demonstration plots for forage crops. The
Ministry of Agriculture was assisted by a statistician
who helped in organizing its statistical services, The
services of a forestry expert were supplied, and another
expert is making aerial photographs of Syria to aid in
agricultural development. A specialist gave basic train-
ing in home economies in 1951.

The United Nations supplied Syria with the services
of a statistician for a peried of two months, to advise
on vatious statistical problems. Under the training pro-
gramme of UNRWAPR, instruction is being given in
carpentry and in pharmacology, radiology and bae-
teriology, for training laboratory and pharmacy at-
tendants and tuberculosis orderlies.

Expert advice has been provided to the Syrian Gov-
ernment by WHO in nursing; plans have been approved
for assistance in controlling bejel and syphilis; and a
maternal and child health centie is being established.
A WHO consultant surveyed the incidence of bithaizia
in the area. Progress has also been made in a proposed
joint WHO/FAO project to increase food proeduction
and improve health standards.

Five technical assistance projects have been unde:-
taken by UNESCO in the fields of fundamental educa-
tion, rural teacher training, professional and vocational
edueation, library services and science teaching.

Turkey

Turkey received technical assistance in developing its
social insurance system, setting up seismological serv-
ices, establishing an institute of hydrology, planning a

national bibliographic cenire and furthering a post-
graduate training school for nurses. Moreover, in 1950
the International Bank for Reconstruction and Devel-
opment sent a mission to Turkey to make a comprehen-
sive economic survey ; the report was transmitted to the
Government in May 1951 (see chapter 7).

A special representative was assigned to work out an
integrated plan of technical assistance for economic
development with the Turkish Government, taking into
aceount the assistance the country was expected to 1e-
ceive under bilateral agreements. In October 1951, the
Government submitted to the United Nations and spe-
cialized agencies a comprehensive request for the serv-
ices of over 100 expeits, for 172 fellowships, and for
equipment in unspecified quantities for development
projects in various economic and social fields. Accord-
ingly, an integrated programme of technical assistance
for Turkey was approved in the light of the report of the
Bank mission and of the experience of the special rep-
resentative,

In 1951 the United Nations provided the sexvices of
a meteorologist, and during 1952 took steps to recruit
experts in the following fields: exploitation of mineral
and natural resources; organization and administration
of state monopolies; marketing problems; statisties;
town planning; public administration; and telecommu-
nication (in co-operation with the International Tele-
communication Union}. The United Nations is also as-
sisting the Government in the establishment of a dem-
onstration centre for rehabilitation and vocational
training of the blind.

By June 1952, the United Nations had approved the
assignment of twenty-nine experts — six in the field of
national planning, six in public administration, twe in
cost accounting and one expert in each of the following:
transport co-ordination, railway orgenization, indus-
trial management, management consultation, petroleum
geology, mining geology, housing and town planning,
internal marketing, merketing of exports, petroleum
products, mining, standardization of industrial prod-
ucts, general statistics, national income statistics and
trade statistics. A telecommunication expert was re-
cruited in co-operation with the International Telecom-
munication Union, to advise in reorganizing and ex-
tending toll telephone and telegraph services and also
in co-ordinating national and international networks,
especially those of Mediterzanean countries.

The International Monetary Fund held discussions
with the Turkish Government on its system of foreign
exchange and provided assistance in the preparation of
staternents on the balance of payments.

An ILO mission was sent to Turkey to assist the Min-
istry of Labour and the Workers” Insurance Institute in
the organization of internal social insurance services
and also to help the Government in organizing medical
care under its insurance system. In elose co-operation
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with Turkish specialists, several changes were made in
the external services of the Workers’ Insurance Insti-
tute and its regional agencies, and several modifications
of a legislative character were suggesied to meet the
most urgent needs of protected persons. The medical
adviser helped the Government to organize medical
care under the social insurance scheme and to co-
ordinate it with other health services. An actuarial ex-
pert attached to this mission furnished advice on the
retivement pension fund for government officials.

The Government was provided by WHO with the
services of a consultant in venereal disease, Lwo experts
in the training of nurses and two experts in public
health administration and sanitation. A WHO expert
in the chemotherapy of tuberculosis was supplied in
1951; he co-ordinated his work with that of a tubercu-
losis centie set up under the regular progamme of
WHO. In November 1951, UNICEF approved $105,000
for assistance to Tuikey in an anti-tuberculosis vacei-
nation campaign.

Because of the destruction caused in large areas by
carthquakes, the Turkish Government asked for tech-
nical assistanee in creating an institute of seismology,
to make a survey and to develop a long-term programme
of scientific rescarch. In July 1951, an adviser in seis-
mology was sent by UNESCO 1o advise the Government
in the establishment of an institute and new seismo-
logical stations. 'Fwo expeits in seismology and tec
tonies are following up this work, helping the Furkish
Government estublish the institule and organizing
courses ol training and rescarch programmes. A seismic
and tectonic map of Turkey has been published in co-
operation with the Ministry of Public Works. To assist
the Government in the establishment of a central hydro-
geological institute, in 1951 UNESCO sent a team of
four specialisie in hydrogeology, geophysics and min-
eralogy. These experts compose a teaching and research
facully working in their special fields. The services of
a specialist in bikliography lor creating a bibliographic
centre al the National Libraiy of Ankara were also

provided by UNESCO,

Regional seminars and training centres

Two United Nations social wellare seminars have
beer held for the Arab countries of the Middle Fast.
The Hist 1ook place in 1949 in Beirut, Lebanon, at the
invitation of the Lebanese Government. The second was
held in Cairo, from 22 November to 7 December 1950,
at the invitation of the Egyplian Goveinment. The Gov-
ernments of Egypt, Iraq, Jordan, Lebanon, Saudi
Arabia, Syria and Yemen sent delegations; the Arab
League was alse represented. The Cairo seminar of
1950 was devoted to rural welfare: problems of basic
edueation; village planning; economic, agricultural
and industiial aspects of 1ural development; adminis-
tration and training in rural areas; social aspeets ol
rural welfare; rmal hygiene; and co-operation in rural

areas, These subjects and the basic relationships of
cconomic and social factors in rural welfare were dis-
cussed in specialized groups. Experts from the region
and from FAQ, WHO, UNESCO and ILO partici-
pated with national representatives in formulating in-
tegrated and comprehensive plans for improving rural
standards,

The second sorial welfare seminar for the Arab States
of the Middle East was followed by a third, which Look
place in Damascus in December 1952 at the invitation
ol the Government of Syria. Its general objective was
to continue and supplement the work alieady accom-
plished by the two carlier seminars, by assisting and
stimulating the participating governments in their
cflorls 1o improve economic and social conditions, and
by helping the governmenls to make a co-ordinated
approach te the planning and administration of social
services. The seminar was organized by the United
Nations and the Government of Syria, in co-operation
with the League of Arab States. It was attended by
representalives of the governments of the following
countries: Lgypt, Iraq. Jordan. Lebanon, Libya, Saudi
Arabia, Syiia and Yemen,

The Mediterranean training centre on the formula-
tion and economie appraisal of agricultural and allied
projects was held in Ankara, Turkey, from 1 October
to 31 December 1951, under the joint sponsorship ol
the United Nations, the Government of Turkey, FAO
and the International Bank {or Reconstruction and
Development. 1t was atlended by about filty-five par-
ticipants from Cyprus, Israel, Malta, Portugal, Tunisia,
Turkey and Yugoslavia. It was patterned on the carlier
Asian Training Centre. The course of training was de-
signed to help oflicials in the {formulation and economic
appraisal ol agricultural and allied types of develop-
ment projects, including schemes {or over-all develop-
ment ol resources. Both formal couses and field inves-
tigations were used in Lraining participants in preparing
projects and assessing their feasibility. Special atten-
tion was also given to the organization and administra-
tion of projects, including their financial aspeets. {arm
and communily organization and seivices, and require-
menis [or demonsliations in various lypes of areas.

A training centre on vital health statistics {or the
eastern Mediterrancan was held in Cairo, Egypl, from
8 October 1951 10 6 December 1951, under the joint
sponsorship of the United Nations, the Government of
Egypt and WHO. Fouty-fowr individuals atiended from
Cyprus, Egypt, Ethiopia, Iran, Jordan, Lebanon, Libya,
Syria and Turkey. The major purposes ol the meetings
were to lLiain governmenl emplovees conceined with
vital and health statistics, to provide for exchange of
ideas among statislicians of the castern Mediterrancan
countries and o familiarize them with the aims and
working programmes of international ageneies, to pre-
sent international recommendations in the field of vital
statistics and to study the best ways of pulling these
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recommendations into effect. Major cousses were de-
voted to biostatistical analysis, publie health statistics,
statistical methods, mathematies and the international
statistical classification of diseases, injuries and causes
of death. In addition, nine lecturers discussed special-
ized statistical subjects. Participants in the training
centre made field yisits to numerous ollices and projects
in Egypt, and conducted a population and sanitary sus-
vey of a typical Egyptian village as a demonstration
project. A statistical library was assembled lor the
centre, and calculating machines and other statistical
machinery were demonstiated.

The United Nations, in co-operation with FAQ, or-
ganized a seminar on price and production statistics in
Tune 1952 in Beirut at the invitation of the Lebanese
Government. The purpose of the meeting was Lo enable
statistical experts {rom countries in the Middle East to
discuss price and production slatistics required in the
area and the most appropriate methods of obtaining
such statistics. The meeting was attended by statisticians
from Cyprus, Egypt, Lritrea, Ethiopia, Gieece, Inan,

Iraq, Jordan, Libya, Saudi Arabia, British Somaliland,
[rench Somaliland, Syiia, Tutkey and Yemen.

At the request of the Turkish Government, o seminar
for the study of social secuiity problems was held in
Istanbul from 3 to 22 September 1951, It was designed
for the benefit of higher officials of social security in-
stitutions and of labour and public health ministries of
Middle East countries in which social securily schemes
have not been established, Its aim was lo give partici-
pants a general outline of social security problems and
of the manner in which they might be solved in the
region. There were twenty-eight participants in the
seminar, of whom sixteen were sent by Turkey and the
remainder by Greece, Iran and Israel. Lectures were
given by ILO officials as well as by members of the
International Social Security Association. The United
Nations and WHO also sent speakers. The lectures cov-
ered subjects such as principles of social insurance,
social insurance projects, preventive and cwmative
measures against tuberculosis, and other social wel-
fate services.

Technical Assistance furnished by France, the United Kingdom
and the United States under Bilateral Agreements

TECHNICAL ASSISTANCE BY FRANCE

Besides the aid provided through inteinational organ-
izations, technical assistanee was given by the Govern-
ment of France to Middle East governments through a
representative of the French Government® in chaige of
“French co-operation in technical assistance in the Near
East”. By the end of 1952, lorty-nine missions of ex-
perts had been sent to different countries of the region;
felds covered by them included agriculture, hydro-
electiic projects, mining, heaith and public woiks.
In addition, forty-four fellowships had been awarded
to internes from the Near [ast.

In Lebanon, an agrienltural centre was established
at the beginning of 1952, operated jointly by the I'rench
and Lebanese Governments,

The 2id traditionally provided by France in the field
of education was maintained at a high level. In 1951
and 1952, 238 scholarships were awarded to students
from the region.

TreHnical AssisTANCE By tHE UNiteEDp Kincopom

In addition to the aid provided thiough international
agencies, technical and financial assistance was sup-
plied by the United Kingdom directly to various coun-
tries of the region. Such areas as the Anglo-Egyptian
Sudan, Aden and Cyprus are not fully dealt with in

* Representative of France on the Advisory Commission of the
United Nations Relief and Works Agency for Palestine Refogees.

this appendix. In some of these areas, assistance has
been provided on a laige scale by the Government of the
United Kingdom.

Direct financial assistance has been given to two
Middle East countiies, Egypt and Jordan, In 1947 the
Government of the United Kingdom agieed to con-
tribute £2 million from the profits of the Anglo-
Egyptian cotton buying commissions of 1940 and 1941
to the cost of projects diawn up by the Egyptian Gov-
ernment {or the benefit of Egyptian cultivators, on
condition that the Egyptian Government contribute an
equal sum to these schemes. The money has been allo-
cated to projects connected with the programme of the
Egyptian Government for the improvement of viilage
water supplies. Some £1.1 million was paid out in
1950/51, and it was estimated that £500,000 would be
spent in 1951/52.

Jordan recelved its fust development loan of £1 mil-
lion in 1949. Over hall of this loan was used for con-
struction of roads and ihe purchase of machinery for
agricultuie, irrigation and public works. The remainder
was spenl on agricultural research, afforestation and
two housing projects for Arab refugees. A second de-
velopment loan of £1.5 million was granted st the end
of 1951, In May 1952, legislalion was adopled to estab-
lish a development board to plan and supervise the
expenditure of this sum and to co-ordinate development
efforts with the projects financed by other agencies. The
second loan was allecated to road constiuction, devel.
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opment of the port of Agaba, improvement of the Jeru-
salem airport and of the Hejaz railway, development of
co-operatives, assislance to small irrigation schemes,
part of the cost of surveys for a major irrigation project
on the Yarmuk River and projects for the whab;htatxon
of western Jordan and of Jerusalem.

Technical assistance has also been rendered to most
Middle Last countries through the Development Divi.
sion of the British Middle East Office, which took over
the work of the Middle L:!":L buppl) Centre at the end
ol the Second World War. The field of activity of the
Buitish Middle East Office mciuée all the countries
covered in this report, with the exception of Afghani-
stanr and Turkey. Until Mareh 1952, the i)evelopmmt
Division was located in Cairo; at that date, however,
it was transferred to Beirut, a fact which has [aeilitated
co-operation with the regional oflice of the United States
Technical Cooperation Administration, the United
Nations Reliel and Works Ageney for Palestine Refu-
gees and the United Nalions technical assistance
lizison officer. The stafl of the Development Division
includes an economist and advisers on agriculue,
forestry, animal husbandry, statistics, entomology,
lebour and health. I 1951 and 1952, members of the
stafl made 113 visits to diflerent Middle Eastern coun-
tries, and produced nearly sixty reports. Their work
was largely coneentrated in Jordan, Iraq, Lebanon and
Syria. In most countries, the wotk of the Development
Division was advisory, but the advisers were generally
able, in addition, to offer practical assistunce—f{or ex-
ample, 1o the Jordan Government in carrying out
projects financed by United Kingdom development
loans. Among the purposes of visits ol members of the
Development Division lo Cyprus were assistance to the
Government of Cyprus in its development problems
and, in some cases, sludy of developmenis there in
co-operation, forestry and malaria eontiol, which
might serve as examples for other Middle Eastern
counlries. Advisers in statistical organization, forestiy
and animal husbandry were assigned to Iran {or vary-
ing periods: in 1951, however, the Iranian Government
decided to dispense with the services of British advisers.

Locust control furnishes an interesting example of
the type of work lostered by the Government of the
United Kingdom in the Middle East. The Desert Locust
Survey and the Desert Locust Contrel Organization,
which operate from Nairobi under the auspices of the
East African High Commission, have since 1948 car-
ried out extensive control and research operations with
a view 1o conlyolling and ultimately eliminating the
desert locust plague. These operations have lheen con-
ducted mainly in Ethiopia, the East Aftican Hoin and
Arabia, where the desert Tocust breeds. During the sea-
son from October 1950 to September 1951, a total of
£1,222,000 was spent on this work; during the follow-
ing season, ending in September 1952, the cost rose to
£1,354,000. Funds for these expenditures weie pro-

vided by contribulions {rom the United Kingdom, the
British East African colonies, the Sudan and the British
administrations in Tripolitania and Eritrea. Partly
owing to the work undertaken by the Desert Locust Con-
trol Organization, the locust invasion which oceurred in
the spring of 1952 and which was of unexpected gravity,
affecting the entire Middle East [rom Iran to Egypt and
as far nmlh as Syria and Isiael, did virtually no dam-
age to crops.

Another measure with wide influence was the estab-
lishment of the Cyprus Forestry College. This college,
opened in September 1951, provides taining for forest
guards and foresters; it was designed to accommodate
sméeuts [rom Middle East countries as well as from
Cyprus. Twelve students {1om Jordan, Iraq, Syria and
Tripolitania attended the first year’s course, seven with
United Natiens scholarships; and at least this number
registered Lor the 1952/53 course.

Another way in which the Government of the United
Kingdom assists Middle East governments in their de-
velopment programmes is by providing Biitish experts
for employment on direct contracts. The majority of
such requests have come from Irag, where there are at
present eighty-five Biitish experts, including twenty-
four engineers, twenty-lwo doclors and nurses, and
twenty-five teachers in schools and colleges, in addition
to British employees of the Basra Port Directorate and
lraqi State Railways. Thete are also about sixty posts
outstanding in Iraq; some of these are expected Lo be
filled from the United Kingdom. Diitish experts ap-
pointed to Itay during the past two years have in-

cluded a public hedllh adviser, a labour adviser, the
i)nectm General of Inigation and the Secretary-
General of the Iiag Dev L]opmem Board, A small num-
!;u ol senjor British experls have also been iecruited

Jordan, Lebanon, Saudi Arabia and Syria, In
Lr*ypt however, some ‘7(}(} British nationals, mostly in-
structors, were dismissed in 1951, leaving only a hand-
tul of nurses.

In the Anglo-Egyptian Sudan, reciuitment of British
expetts, moslly engineers, was on a lmser scale; the
number recruited rose [rom 92 in 1950 1o 120 in 1051
and 132 in 1952.

Finally, the Buiitish Couneil has continued its efforts
te promole cullmal interchonge between the United
Kingdom and the Middle East. It awarded twenty-six
scholarships to Middie Fast nationals in 1951/52, and
filteen scholaiships for 1952/53; these figures do not
include Turkey. The scholarships cover a wide range
ol subjects, including engineering, medicine, mathe-
matics, history and economics, and are tenable {o1 one
to two years, In addition, six buisaries for 1951/52
and seventeen lor 1952/53 have been awarded for
shotler perieds of study 1o Middle East nationals drawn
[rom varied oceupations. Special assistance for study-
ing particular aspeets of contemporary Buitish life and
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thought was given lo seme sixly Middle Llast visitors
for 1951/52, and will be given to a fuither forty-five
vigitors [or 1952/53. Under their lecture programme,
which is often also of an advisory and consullative
nature, the British Council sent out some half-dozen
Jeclurers a year lo the Middle Last, on both technical
and “auls” subjects.

In addition, during 1951 and 1952 the British Coun-
cil awmided seven scholarships and five buisaries to
Tutkish nationals for study in the United Kingdom.
Also, twenty-five Turkish visitors in numerous special-
ized subjects were brought to the United Kingdom, and
five lecture tours by British lecturers in Turkey were
arranged.

TECHNICAL ASSISTANCE BY THE UNtTED STATES

In addition to United States contributions lo the
United Nations programme of technical assistance,
similar assistance is provided under the United States
Point Four programme, through its Technical Coopera-

tion Administration (TCA), with the co-operation of
the following Middle East countries: Afghanistan,
Eeypt, Iran, lraq, Israel, Joidan, Lebanon and Saudi
Arabia. Tuikey, a member of the Organisation for
Furopean Economic Co-operation, has received United
States aid thiough that channel. Expenditure in these
countries—exclusive of Turkey—during the fiscal year
1950/51 and the fust half of 1951/52 was over $6
million,® but in most countries the programmes got
under way only at the end of 1951 and since then ex
penditure has been on & much larger scale. Table B-2
shows the distiibution of United Slates peisonnel in
Middle Fast countiies, as well as United Stales and
loeal contributions to the financing of the programmes.
The figures do not include nationals of the given coun-
tites who were employed by the lechnical missions.
In some. such employment was considerable. totalling
zhout 100 in Lebanon and 1,076 in Iran. Brief descrip-
tions of technical assistance provided in different Mid-
dle Last countries by the United States are given in the
following secetions.

Table B-2. United States Personnel on Duty in the Middle East and Contributions
ander United States Point Four Programme

Persons an duly

Couniry 30 Septentber 30 Seplember nnﬂ%?is:mi United Stales Local
FHET 4958 1952/53 conlributions caniribitions
{thousands of dollurs}

Afghanistan 3 6 14 949 5,750
Faypl. . 2 27 51 3,425 4,252
ran 23 139 285 47,740 16,170
Iraq . . . . S . 1 40 82 2,056 16,621
Istael. . R ¢ 29 43 3,728 1,211
Jordan. . . . . . L 3 22 63 0,456 531
Lebanon . o i 67 87 6,515 799
Saudi Arabia. .. ... . . 4 15 a8 1,776 1,750
Regional . . T ¢ 5 9 e —
Torar 40 350 672 72,643 47,084

Source: United States Department of State, Technical Cooperation Administration

= 1951 to end of 1952/53 fiscal year.

Afghanistan

During the period from January 1951 to December
1952, the Point Four programme provided specialists
in the following fields to the Government of Afghan-
istan: mineral resources, three; soil reclamation {in-
cluding agricufture), three; vocational agriculture,
one {shoit-term specialist) ; vocational education, Ave.
In addition, the Point Four programme made subsidies
available for salaries of six instructots in basic educa-
tion at the sccondary school level.

Two of the three specialists in mincral resources
were working with the Afghans at two coal mines
north-west of Kabul, in an attempt to 1aise the level of
output and improve clliciency in the mines. The third

3 Phe Mutual Security Program, First Report to Congress
{Washington, D.C.), 31 December 1951, page 25

technician had completed his assignment during 1951.

In land reclamation the three technicians were the
advance party of a larger team of technicians to work
on Alghan land settiement and development problems
in the Helmand Valley. Two large storage dams, as well
as major irrigation canals in the valley, were nearing
completion. Eventually, 750,000 acies of valley land
will be made available for eultivation through irriga-
tion. The Point Four leam was lo assist the Afghan
Government in seltling nomadic tribesmen on these
new lands, intreducing new agricultural techniques,
meeting the problems of village health and sanitation,
and the general problems of longaange river valley
development. Of the three technicians, one was a spe-
cialist in irrigation engincering, experienced in land
reclamation and settlerment; the second an agricultural
extension expertl; and the thitd a stream flow analyst.
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A short-term specialist was assigned to study the
scope and problems ol a school of agriculture in Kabul;
in January 1953, he was succeeded by a specialist in
vocalional agriculture, to head the school and super-
visg its reorganization. Additional instructors are to be
made available for this school, this assistance to voca-
tional agricultuie being provided under contraet with
the University of Wyoming. A number of graduates of
the school are Lo receive lurther training at the Univer-
sity of Wyoming.

Five instruclors in vocationa}l education have been
assigned to the Afghan Institute of Technology, a new
vocalional school in Kabul. In basic education, in-
structors have been attached to Habibia College, a sec-
ondary school. Funds were also made available fov
subsidizing two additional teachers at Habibia, net
hired during the period in question. In addition to the
specialists just mentioned, TCA made available a lim-
ited amount of basic supplies and equipment, includ-
ing books, laboratory supplies, visual aids, and other
teaching and demonstration equipment, for each of the
projects,

During this period, in addition to the technicians
mentioned, TCA assigned to Kabul a United States
director of technical co-operation for Afghanistan, with
two secrelaries. Additional members of his staff were to
arrive in Afghanistan early in 1953,

The following fellowships {or study in the United
States were awarded: in educalion, two; in public
health, four; in natmal 1esources, thiee; in mining,
three; in agriculture, five; in engineering, six; in indus-
try and trade, ene. In addition, three fellowships have
been awarded in engineering at Robeit College, Istan-
bul, and three fellowships in public health at the
American University ol Beirul.

There has been progress in each of the co-operative
programmes, although somewhat slow progiess; it has
been difficult 1o recruit the personnel required, in the
Helmand Valley programme in particular, because of
absence of housing {acilities. There has been some im-
provement in output {rom the coal mines and in train-
ing & few key individuals connected with that opera-
tion. In the Helmand Valley there has been great prog-
ress in the establishment of an Afghan Helmand Valley
Authority, the acceplance of an interim organizational
plan, and dralting of a proposed law. Technicians in
the field, although limited in number, have taken an
active part in laying the groundwork for settling as
many Alghans as possible and as rapidly as possible on
the new land.

The voeational agriculture programme staited in
December 1952; hence, no assessment of progress can
be made Progiess in both vocational education and
basic education has, however, been encouraging. It has
also been possible to inerease the number of students
from the Afghan Institute of Technology sent for train-
ing in the United States.

Egypt

During the period from January 1952 to December
1952, the Point Four programme in Egypt provided
technical experts to assist the Egyptian Government in
the following fields: housing, two; agriculture, seven;
natural resources, two; health, ene; social welfare,
three; industrial development, one. In addition, four
short-term specialists in agriculture and one in natural
resources were provided.

Projeets have been undertaken in the ficlds of social
welfare, agrieubture, health and santtation, rural hous-
ing and industiial resources. The work in agiiculture
included demenstiation and training, a desert grazing
project, livestock and poultry improvement, insect con-
trol, fisheties investigations, and introduction of hybrid
corn. Under the natural resources programme ground
water surveys were made and a well-drilling project
undertaken in the QJena area, designed to extend the
irrigated area. Assistance was given in construction of
storehouses {o1 grain, to replace the method of storing
in the open, a method leading to losses estimated at 10
per cent of the crop. Point Four experts have also co-
operated in the work of the Government’s rural social
centres, each of which serves a population of 10,000,
making available the seivices of a physician, an agri-
eultural and social wellare specialist, and a nurse who
has received training in social work. At present there
are about 150 such centres. Among their activities are
provision of pure drinking water, libraries, child care
clinics, plots for agricultural demonstiations and pro-
motion of cottage industries,

More than Aty awards for study in the United States
were made during 1952, divided among the following
fields: transportation, one; housing, two; labous, six;
social welfare, seventeen: agriculture, ten: education,
four; public health, ten; and public administiation,
one.

Although the progiamme began slowly, closer rela-
tionships with the Egyptian Government have now made
possible an extension of the work.

Iran

The Point Four stafl in Iran is the largest in the
tegion. In September 1952, it comprised 139 members:
sixty providing over-all progiamme direction; thirty-
thiee experts in public health; fifteen agriculturists;
five specialists in natural resources; twenty-one en-
gaged in education projects; three in industiy; two in
tabour relations.

Fifty-three awards were made {or the training of
Iranian technicians and leaders in the United States, in
the fields of agriculture, itrigation, public health, edu-
cation, housing, transportation, natural resources, agri-
cultural statistics, industrial accounting and commer-
cial banking. In November 1952 thirty-eight students
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on {ellowships were in attendance at the American Uni-
versity at Beirut, Lebanon, studying agriculture, engi-
neering, public health and public administration.

The activities of the Point Four staff in Iran were
concentrated chiefly on agriculture, health and educa-
tion, but some work was done also on natural resources,
industry and trade, transport and communications, pub-
lic works, public administration and land redistribu-
tion. Work in the field of agriculture included: demon-
stration and training, plant breeding, development and
control, insect control, livestock improvement and ani-
mal husbandry, irrigation, land development and recla-
mation, forestry and conservation, and fisheries devel-
opment, Some progress was effected in the develop-
ment of Karaj College of Agriculture, including its
experiment station and teaching facilities. Many Amer-
ican varielies of sugar-beets, cereals, cotton, {orage
crops and vegetables were for the first time introduced
to Iran; in demonstration crops these were superior in
quality and output to native varieties. Considerable
suceess attended eflorts to improve lvestock and animal
husbandry thiough introduction of superior breeds of
cattle, donkeys, sheep, goats and poultry, as well as
hatching eggs from the United Stales and other coun-
tries, and through extensive veterinary work resulting
in protective treatment of more than 125,000 cattle and
sheep. Thousands of acres of crops were saved by train-
ing in locust extermination and by control operations.
Several thousand farmers and their families in north-
west Iran were saved from thieatened starvation or
exodus from their communities by distzibution of seed
for new planting. Under technical direction thousands
of seedling trees were planted by villagers to start vil-
lage woodlots which might offset the scaicity of wood
for {uel and the destruction of forest reserves.

In health and sanitation, emphasis was laid on devel-
opment of public health facilities and operations (in-
cluding health centres, mobile health units, labora-
tories, the training of public health technicians and
nurses, and provision of medical literature to medical
schools); endemic disease control {including malaria
contiol, and training and studies in incidence of tuber-
culosis) ; and environmental sanitation {including de-
velopment of potable water supplies). Some progress
was made in the establishment of health centres and
mohile health units, and in the training of Iranians in
the locality as public health technicians and nuises. An
outstanding achievement in malaria contiol was made
with DDT spraying of over 12,500 villages, protecting
more than four million Iranians from malaria. Addi-
tions were made to drinking water supplies through
drilling and placing in operation some twenty-two deep
wells. Large numbers of sanitary latrines and bath-
houses were constructed in many villages. Useful
instruction in health and sanitation practices was pro-
vided to thousands of villagers thiough distribution of
pamphlets and the showing of films.

Aid to Iran in the field of education centred on devel-
opment of education facilities, including construetion,
repair and equipping of elementary schools, especially
rural schools, and establishment of demonstration
classes, improvement of school curricula and methods,
and training of rural elementary, agricultural and vo-
cational teachers. Many rural schools were constructed
or 1epaired and equipped. Hundreds of rural teachers
were trained in modern educational methods and put
new piractices into operation in their schools. Better
school attendance by studen!s was another result.

In addition to the fields mentioned, surveys of min-
eral resources and river basins were undertaken, as
well as development of highways, railways, ports, air-
ways and telecommunication. In industry, experts have
co-operated in carrying out surveys for potential and
proposcd developments, and have given assistance in
mining and manufacturing. Aid was given in low cost
houging projects and community centres, while munic-
ipal electric power facilities have also been improved.
In the programme fo1 distribution of Crown lands, the
Point Four stafl has co-operated in training super-
visors, establishing consumer co-operatives for farmers
and developing institutions to provide agricultural
credit.

Irag

During the period January 1951 to December 1952,
specialists assigned to duties in Iraq comprised the fol-
lowing: agriculture, sixteen; natural resources, eleven:
education, six; transport, communications and public
works, three; industiy, two; health and sanitation, two;
public administration, one. Forty-two irainees from
Iraq were sent to the United States: fifteen to study agri-
culture; twelve health and sanitation; four education;
four natural resonices; four industry; two tiansport,
communications and public works; one public adminis-
tration.

As a basic slep in getting the programme underway,
the services of an American engineer were made avail-
able to the [taq Development Board; he has acted as a
full member of this Board, which is charged with the
use of increased revenues from petroleum for planning
and developing the economy of lraq.

Fstablishment of an agiicultural extension service for
Iraq has been a primary goal, and steps leading to it
were taken when the Technical Cooperation Admin-
istration and the Food and Agriculture Organization of
the United Nations jointly sponsored an extension
training school. The same two agencies inaugurated
also the fist of a series of training schools in operation,
maintenance and repair of agricultural machinery. A
TCA marketing specialist during this period made a
comprehensive analysis of Iraq’s date marketing prob-
lems, Other projeets which were started had as their
objectives improving Irag’s vast range pasture area,
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introducing improved colton varieties, and improving
tobzceo and livestock,

Four instructors have been made available to the
Agricultural College at Abu Ghraib to assist in broad-
ening its curriculum. Projects have also been under-
taken in agriculiural educalion, home economics, and
technical and rural edueation. The Iraqi Government
during this period received advice on irrigation and
drainage, and on underground water supply problems;
TCA also provided equipment for a laboratory for soil
and water research. A mineral resources survey proved
of value, and a highway engineering team advised on
aspects of highway location and construction, equip-
ment and maintenance.

Since September 1951 a specialist has been advising
the Ministry of Health on the establishment and devel-
opment of a programme of maternal and child health
care.

Israel

During the year from 1 January to 31 December
1652, the Technical Cooperation Administration sent
seven specialists to Israel. Five of these, 2 sanitation
engineer, a vocational training expert, an industry spe-
cialist, a transportation expert, and a fisheries expert,
functioned primarily as stafl advisors to the TCA di-
rector, doing survey work and assisting in programme
development. The findings which resulted from these
surveys and studies were made available to the Israel
Government. Two other specialists have been engaged
in providing assistance under project agteements signed
by the United States and Istael. One of these specialists,
a drilling expert, has been engaged on an irrigation
project; the other, a mining engineer, served as con-
sultant to the Istacl mining indusiries in exploration
for metallic and non-metallic ores and their exploita-
tron.

Twenty courses of study were completed during the
year by leaders and trainees under Point Four grants.
In addition, thirteen trainees were still in training at
the end of the year under grants awarded in 1952,
Grants made during the year included: four in hospital
administration; three in industiial training; four in
polash mining and use of limestone; two in soil test
ing; one in marine engine mainktenance; one in na-
tional income studies; one in agiiculture; bwo in citrus
packing.

Implementation of the Point Four programme in
Israel has been hindered by delays and difficulties in
recruitment. On projects to which technicians have been
assigned, it is still too early to be able to appraise the
results,

Jordan

Between May and December 1952, twenty-four Point
Four technical experts arrived in Jordan: five in the

field of health; three in education; six in agriculture;
six in water resources development; one in census
studies; one in range management; one in industrial
development; and one in the field of communication. In
addition, several technicians have been on temporary
assignment in such fields as range management, min-
ing, cistern cleaning and industrial development. Nine-
teen Lraining grants have been made Lo Jordenians for
study in the United Stales in agriculture, census studies,
education, economic planning, trade. promotion, indus-
trial development and irrigation engineering. Point
Four experts in Jordan have given technical advice for
development of basic agriculture, education and health
services, industry and water resources. Emphasis in
these fields has been on basic preliminary techniques
for the development of the country’s resources. For
example, techniques have been presented that indi-
vidual farmers may use to increase their production.
Demonstration projeets included cleaning and grading
of seed grain, livestock development and improvement,
horticultural improvement, {arming methods, raising
food [or home use, and soil conservation. These projects
were selected in co-operation with the Jordan minis-
tries, af their request,

In co-operation with international agencies, such as
the World Health Oiganization, some major pro-
grammes in control of diseases have been begun, par-
ticularly tuberculosis control, and child and maternal
health care.

In education, teacher training has been emphasized.

In water resources development, atlention has been
directed towards conservation and development of
available water resources in Jordan, with additional
projects such as demonstrating water spreading tech-
nigues in 1ange areas,

Lebanon

In 1951 and 1952 the {ollowing Point Four experts
wete assigned to Lebanon: twenty-three public works
technicians; twelve in agriculture; six in education;
five in health and sanitation (including two in vital
statistics) ; three housing specialists, one fisheries ad-
viser and one industry adviser. In addition to this
zroup, ten technicians were in Lebanon from March
until June 1931 employed in the initial phase of the
Litani River survey. Two regional specialists, one for
shipping and nne for travel development, were in
Befrut.

Fellowships have been granted to fifty-five Lebanese
to study the following subjecls in the United States:
twenty-five agriculture; eight education; seven health
and sanilation; six civil aeronautics; four government
administration; two transportation; one industry and
trade; one public works; and one tourist trade.

Point Four work was begun in Lebanon in March



160

Appendix B. Technical Assistance in the Region

1951 when technicians surveyed the Litani River basin
to determine the feasibility of projects for irrigation
and for hydroelectiic power. On 26 June 1952, Lebanon
and the United States agreed upon a co-operative pro-
gramme in water and natural resources development,
public works, industry, agriculture, social affairs, edu-
cation and public health, The second phase of the
Litani River survey, the preconstruction and design
survey, begun in 1952, was scheduled to continue until
May 1954. It calls for an integrated programme in agri-
culture, sanitation and health, as well as improvement
and extension of educational facilities for the Litani
basin and the district to be irrigated by the Litani.
Under the 26 June agreement, projects were begun to
extend bealth and medical services to villages in the
Bekaa Valley, to establish a demonstration urban health
centre in Beirut under the Lebanese Public Health As-
soeiation, a demonstration elementary school in Beirut
in co-operation with the National University, a slum
cleatance and low-income housing development in
Beirut, and an agricultutal experiment station at Turbol
in the Bekaa Valley.

The progiamme in Lebanon has been delayed by
slowness in obtaining a bilateral agreement for each
project undertaken, and by lack of government funds
required for local expenses. Some progress, never-
theless, has been made in agriculture, education and
health. The advantages of hybrid corn and of new
forage crops were demonstiated to farmers, and seed
distributed for planting in 1952; the value of careful
harvesting, grading and packing of fruit for market
was also demonstrated, and a programme of artificial
insemination started to improve Lebanese cattle and
dairy preduction. Through introduction of controlled
water supplies, several villages are now learning the
value of safe water. Elementary teachers are studying
techniques for teaching and developing educational ma-
terials suitable for use in their schools.

Lebanon is also the seat of the regional office of the
Technical Cooperation Administration. The American
University of Beirut, which is nearly a century old, has
been chosen as a secondary training centre for Africa
and the Near East. The faculty has been expanded, with
Point Four aid, and more than 100 scholarships have
been provided for students from various countries of
the region to 1eceive training in public health, public
administration, economics, agriculture and engineering.

Saudi Arabia

Point Four aid provided, during 1952, the following
specialists to the Government of Saudi Arabia: in agri-
culture, three; in health and sanitation. one; in natural
resources, five; in education, two; in public administra-
tion and government services, four; in transportation
and communications, one. Out of & total of thirteen
requests for training grants, by December 1952 two

awards had been made and seven were in process. One
traince had begun work under the direction of the
Bureau of the Budget in the field of public administra-
tion.

The end of 1952 saw the completion of twe important
projects, as well as progress in other major enterprises
initiated during the year. One of the completed projects
was the establishment, by royal decree, of the Saudi
Arabian Monetary Agency, charged with stabilizing the
currency, controlling government revenue and expendi-
ture, and drawing up financial and commercial policy.
This project, part of the public administration and
government services programme, was carried out with
the help of a Point Four specialist.

Under the education programme two schools—one
commercial and one industrial—were opened in the fall
of 1952. An education specialist was assigned to this
project, which will be expanded and improved.

The natural resources programme had notable suc-
cess in locating water, drilling wells and surveying for
new water sources around which to build agricultural
centres and communities. Under another Point Four
agreement a railway survey was made, as part of a plan
by the Saudi Arabian Government to extend its railroad
between Damman on the Persian Gulf and Riyadh, the
capital, to the Red Sea.

Turkey

The United States technical assistance programme in
Turkey has supported the investment and defence pro-
gramme undertaken by the Mutual Security Agency.
Since Turkey is primarily an agricultural country,
much effort has been expended to increase agricultural
productivity. During the past three and a half years,

* the introduction of agricultural equipment, and of mod-

ern agticultural methods and techniques, has helped
Tutkey to increase its production of grain by more
than 50 per cent or thiee million tons annually, making
one million tons of grain available for export to Euro-
pean markets.

This increase was achieved in a number of ways.
Practical farm methods of treating wheat and barley
seed for smut control were demonstrated, and the treat-
ment resulted in an increased yield of 77,200 tons of
wheat and barley, worth about $6,177,000; the cost of
the disinfectants for the seed was about $80,000. Fur-
thermore, a simple seed drill was designed by a Mutual
Security Agency consultant, and produced on a trial
basis in Tutkey. These drills permit seeding with an
average of one bushel per acre against three bushels
required in hand seeding. The production of 10,000
drills is expected to be sufficient for one million acres,
with a resultant large saving to the farmers.

Similarly, technical assistance has helped the Turks

to increase the efficiency of their transporiation facilities
and to extend the lines. One problem of the rail system
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was the disproportionately large number of locomotives
which were idle awaiting repairs. Through the services
of a consultant {rom the New York Central Railroad,
the number of locomotives available for use was in-
creased by 108; the number of stored locomotives on a
stand-by basis available for service rose from none in
April of 1951 to 95 by the first of 1952, In addition,
technical assistance [or the railroads lengthened the
time of service for locomotives between repair and
overhaul jobs and improved the contiol of assignments.
Two production engineers assisted in the establishment
ol a Production Engineers’ Department for the Turkish
railways. Several changes in techniques resulted in a
50 per cent increase in the productivity of the passenger
car repair shop, with a direct saving of $40,000.

Through use of technical assistance and finaneial aid
{rom the United States, more than 3,500 miles of roads,
many of them previously wagon tracks usable only in
the dry season, have been built into two-lane all-weather
highways. Fifteen highway maintenance shops have
been set up and five more will be made available
through a $3 million grant by the Mutual Security
Agency {or equipment and services in this field.

The Turkish airlines have shown steady development
and growth since the start of technical assistance in this
field. At Ankara civilian airport, nineteen overhaul de-
partments were organized during 1952, which provide
a modern airplane overhaul syslem with specialized de-
partments. Because of hetter servicing and repair
methods, the flying time for an engine has increased
on an average {rom 800 hours to 950 homs. A network
of navigational and communication {acilities has alse
been established {or the Turkish airlines, with markers
and definite air routes laid out by means of low-
powered 1adie beacons, Nine key radio ranges and a
series of beacons were scheduled to be located in stra-
tegic places. With technical assistance new and more
adequate airports were constructed at lzmir, Adana and
Ankara. The one at Iemir will have facilities to handle
international air traflic.

In addition to these major accomplishments in agri-
culture and transportation, assistance has been given
in projects in the {ollowing fields: explosives, me-
chanical and chemical industries, seaways, government
administration, and communications, particularly tele-
communication.




















