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FOREMORD

This report,fconomic Developments in the Middle East, 1956-1957, forms part of
the survey of the world econcmic situation prepared by the Secretariat of the
United Nations, and is a supplement to World Liconomic Survey, 1957 (sales
number: 58.IT1.C.1). It also complements the series of amnual surveys prepared by
the secretariats of the regional economic commissions and is a continuation of
studies on the Middle BEast, of which the most recent is Economic Developments in the
Middle Bast, 1955-1956 (sales number: 1957.II.C.2).

Unlike its predecessor, however, the present report is not limited to an
analysis of current economic developments. As the World Economic Survey, 1957
presents a study of inflation, attention has been devoted to the economic forces
in the region covered by this report which have given rise to inflationary or
disinfiationary pressures over the past few years.

The period investigated extends generally from 1955 to the end of 1957.
sometimes earlier years are brought into the picture as benchmarks for observing
longer trends. Statistical data for the most part are not available to the end of
1957, a fact which renders tentative a good many of the conclusions reached with
respect to developments during that year, and vhich scmetimes limits the analysis
to the end of 1956. Iack of adequate data also prevented covering all countries in
the region. A brief reglonal summary of findings is glven at the beginning for the
purpose of presenting a concise general picture to the reader who is not looking for
a detailed account of activity country by country. This is followed by individual
country reports on Egypt, Iran, Irag, Israel, Jordan, Lebanon, Syria and Turkey.

In addition to the examination of inflationary and disinflationary forces, the .
present report includes a statistical picture of economic developments in the
region. Not only have the figures shown in the latest report been brought up to
date, but they have been expanded in a series of thirty-two tables relating to all
vhases of economic activity and claessified into seven groups - agriculture,
industry, foreign trade, petroleum, transportation, finance and development, and
migcellenecus. In order to facilitate for the reader the tracing of development
trends in these various fields of economic activity, a concise verbal review of
the statistical tabies is given.

Thig report was prepared by the Bureau of Econcmic Affairs in the United
Wations Department of Economic and Social Affairs. In general, the statistical
data were either prepared directly by the Statistical Office of the United Nations
or obtained from data published by that office. In addition, other official
international and national sources were utilized; when such data were not available,
private sources were consulted. Because of variations in methods of compiling
data, information for the various countries is not always gtrictly comparable.

Wherever the terms "Syria" and "Bgypt" are used, reference is to the northern
and southern regions of the United Arab Republic., The latter terms have noi been
used since the study covers the period ending in 1957, while the United Arab
Republic was established in 1958, ¥or the same reason no use is made of the term
"Arab Federation".
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EXPLANATORY NOTE

The following symbols have been used in the tables 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 negligible.

A blank in a tagble indicates that the item is not applicable.

4 minus sign (w) indicates a deficit or decrease.

A full stop (.) is used to indicate decimals.

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

A slash {/) indicates a crop year or financial year, e.g., 1955/56.

Use of a hyphen (~-) between dates representing years, e.g., 1950-195L,
signifies the full period involved, including the beginning and end years.

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

The term "billion" signifies a thousand million.

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

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

Certain sbbreviations have been used: TFAQ for Food and Agriculture
Organization of the United Nations; GNP for gross national product; IERD for
International Bank for Reconstruction and Development; IMF for International
Monetary Fund; NATO for North Atlantic Tresty Orgenization; TOPRAK for State Soil
Products Purchasing Agency (Turkey); UNRWA for United Nations Relief and Works
Agency for Palestine Refugees in the Near East.

The designations of countries and territories and the arrvangement of material
in this publicaticon should not be considered as ilmplying any endorsement or other
Judgement by the Secretariat of the United@ Nations regarding the legal status of
any country or territory, or of its authorities, or in respect of the
delimitation of its boundaries.
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REGIQNAL SUMMARY

A common characteristic of the countries of the Middle East is the intense
conscious desire of peoples and Governments in the reglon for rapid economic
development on a large scale. Although efforts expended in this direction and
results achieved varied considerably from country to country, all eight countries
included in the present study registered advances in production and income during
the five-year period under consideration. Industrial production, on the vhole,
shoved a steadier and faster expansion than agricultural production. i/
Agricultural production oscillated considerably, owing to the great dependence of
agriculture in most perts of the region on elimatic conditions. On the other
hand, the expansion of industry - though relatively fast - has not affected
proportionately the rate of growth of total production, since industrial
production is but a small percentage of total production in the region.

Development efforts in the form of relatively iong-~term investments were
made throughout the region in fields such as irrigation, flood control,
transportation, and public utilities, including water, electricity and
commupication facilities, as well as in industry. Public invegtment in the
region as a whole increased faster than private investment. In 1956, private
investment in Egypt, Iran, Irag and Israel represented a fraction of public
invesiment, ranging between 50 and 15 per cent, being lowest in Iraq and highest
in Israel. In Turkey, Syria and Lebanon, private investment exceeded public
investment,

Collective development efforts represented by marked increases in public
investment during the last five years proceeded concomitantly with rising
consumption expenditures., Increases in public consumption were particularly
noticeable in the fields of defence, education and welfare. Public expenditure
on ordinary budgets increased in each of the countries covered by the study.
During the four-year period 1953~l956, this increase ranged from a moderate
rate of 20 per cent, as in the case of Egypt, to &s high a rate as 130 per cent
in Israel. Among other countries, Syria showed an increase of over 90 per cent,
and Lebanon and Iran about TO per cent.

If development expenditures are added to the ordinary expenditures, the rates
of increase during the same period become much steeper. The lowest would be
about 35 per cent in Jordan, about L0 per cent in Turkey and Egypt and over
50 per cent in Iraq, and they would range between 120 and 170 per cent in the
remaining countries. Total public expenditure in most of the countries under
reviey constitutes a sufficiently sizeable proportion of national income to be
capable of exercising a strong effect on prices. It ranges on the average from
about 10 per cent in Lebanon and Iran to about 20 per cent in Egypt, about
25 per cent in Syria, over 30 per cent in Jordan and over 40 per cent in Israel
and Irag.

;/ An exception is to be found in Israel, where agricultural production at
constant prices (1953 = 100} rose some 56 per cent between 1953 and 1950,
vhereas industrial production rose by L3 per cent (see table 33).




Rapidly riesing public expenditures outstripped ordinary government revenues
and resulted in public deficits in most countries., IT the last five years are
taken together as one period, only Irag, Lebanon and Syria would show a net
surplus. In 1956, however, even Irag and Lebanon had deficits; Lebanon is
estimated to have had a further deficit in 1957. The Lebanese deficits, however,
are not financed by public borroving tut represent reduction in reserves. In some
of the other countries there was & considerable increase in public debt. In the
three-year period 1954-1956, public debt increased by 6 per cent in Iren,

18 per cent in Syria, 20 per cent in Turkey, 3> per cent in Israel and 80 per cent
in Bgypt.

Expanding national expenditures, public and private, for practically all the
countries of the region, seem to have outstripped resources available from
domestic sources. Irag is the only country which did not show a deficit in its
balance of payments throughout the period under congideration. For the three-year
period l95h—1956, Byria's deficit on current account of goods and services was the
lowest, amounting to T per cent of total imports. The deficit of Israel for the
same period vas the highest, amounting to 88 per cent, The deficits of the other
countries were 15 per cent for Egypt, 22 per cent for Iran, 27 per cent for
Turkey, and 68 per cent for Jordan, There are no official figures for Lebanon,
but rough estimates place the Lebanese deficit at 15 to 20 per cent of total
imports,

Import surpluses reflected in the above deficits were financed by different
means in the different countries. Foreign aids and leans have been the chied
source of external finance ifor Israel, Iran, Jordan and Turkey. 2/ The chief
source of external finance in Egypt has been the sterling balances accumulated
during the Second World Var, in addition to the recently stepped up returns Irom
the Suez Canal since its nationalization. Lebanese and Syrian deficits have been
financed chiefly by the inflow of private capital; in the case of byria there has
been in addition a recent increase in oil transit royalties as a result of a new
agreement with the Irag Petroleum Company.

The pressure on domestic resources - with the consequent dependence of the
region on foreign sources of finance - has arisen not only as a result of
conscious collective efforts for economic and social development and for defence,
but also because of a comparatively rapid population growth in practically all
the countries of the region. For the most part the growth was attributable to a
declining mortality rate. In Tsrael and Jordan there was the added factor of
immigrants and refugees.

The pressure exerted upon the various price levels, &g a consequence of the
rapid rise of aggregate demand throughout the region, vwas further intensified in
some countries by rapidly rising wages. In Israel in particutar, vhere there is
a strong labour movement which is well orgenized, the rise has been congiderable;

g/ 0il royalties are not considered in this context as a foreign source of
finance but rether as a return for exports of production or services; thus
the Tranian deficit is calculated afier accounting for net oil exports.

The case is similar for Irag, vhere the current account of goods and services
includes oil transactions and in conseguence shows a net surplus.




in 1956 money wages are estimated to have stood at 65 per cent and real wages at
20 per cent higher than their 1953 level. Although there are no detailed labour
statistics for other countries of the region, there are indications of substantial
increases in the wage level throughout the region.

Some countries were in a better position than others to meet the rise in
aggregate demand and in costs without an undue upward pregssure on the price level.
There is no uniform pattern or trend of price movements for all the countries of
the region. While some countries - Turkey and Israel, for example - show a
contimously rising wholesale price index in the period 1953 to 1957, Jordan,
Lebanon and Syria manifest & more or less stable wholesale price level. Egypt
and Iraq had fairly stable prices in the first part of the period, but during the
last two years they experienced a considerable rise; conversely, Iran had rising
prices in the first part of the period, stabilizing at a high level in the last
two years.

Relative price stability, despite rapidly rising demand, is attributable in
Jordan, Lebanon and Syria to strong disinflaticnary forces. In Jordan the major
disinflationary forces have emanated from a consistently large import surplus
made possible through foreign aid and loans, The internal price level has been
to a large extent dominated by world prices because of the exceptionally large
size of imports, which amounted on the average to more than one-third of national
income. In addition there has been some response to increasing demand in the form
of expansion in domestic production, particularly in industry, without any marked
cost increases because of the existence of a large pool of unemployed labour,

In Lebanon, as in Jordan, the large proportion of imports to national income,
amounting to about one-third, acted as a brake on price increases beyond the world
price level. The increasing demand for local consumption and for investment has
been satisfied mostly by an increasing volume of imports. ITmport surpluses,
financed to & considerable extent by a continuous inflow of private capital,
increased by about 65 per cent in the four-year period 1953-1956. Together with
fiscal surpluses, they enabled the country to meet the rapidly rising demand
without appreciable pressure on the price level. In the last twe or three yesars,
as the CGovernment drew upon previously accumulated surpluses in crder to finance
increasing development expenditure, prices rapifested a slight upward tendency.

The rising demand in Syria, resuliing from large outlays on development,
education and defence, was met to a considerable extent by a rapid expansion in
total output due mainly to an increase in cultivated ares, to generally good
harvests, and to high prices fetched by cotion and vheat exporis. Not only was
Syria able, as a result of its steadily expanding exports, to increase its
imports proportionally, but it was also able to finance from other receipts -
chiefly private capital inflow and rising oil transit royalties - an import
surpius which added to the domestically available supply of goods.

The chief disinflationary force in Iraq has been & large and growing import
surplus made possible by a rising oil revenue receivable in foreign exchange.
The rise in the import surpius between 1953 and 1956 was due to the continuous
growth of imports from ID 57 million in 1953 to ID 88 million in 1956, and the
continuous decline in exports (excluding petroleum) from ID 17 million in 1953
to TD 11 million in 1956, There has also been a response to the increasing
demand in the form of moderate expansion in domestic industrial production, which
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was brought aboult without an excessive rise in costs because of transfer of labour
from agriculture to industry. The moderate rise in the price level experienced in
the last two years is perhaps an indication that not much more labour can be thus
yransferred without impairing agricultural production unless methods of production
are changed. It may also be an indication that as the country moves intc higher
stages of economic development, and despite the availability of lerge amounts of
foreign currencies, lmports alone cannot satisfy all the reguirements of a groving

economic activity.

The behaviour of the Egyptian price level was very similar to that of Ireg
except for a steeper rise in the last two years., Fluctuations in jmport surpluses
during the period tended to eounteract the effects of domestic fiscal policy. As
government deficit declined during the first part of the period, balance of
payments deficits also declined. In the latter part of the period, with increased
deficit financing, balance of payments deficits also expanded. Import surpluses
were financed chiefly out of accurulated sterling balances. Another
diginflationary force emanated from a decline in private investment which
counteracted to a large extent the inflationary pressure arising from rapidly
groving public ipnvestment., The somevhat sharp rise in the price level gxperienced
during the last two years 1is attributable chiefly to the vast expansion in public
expenditure, partly financed by domestic borrowing.

The price level in iran rose sharply between 1951 and 1954, Prior to that
pericd efforts had been launched to combat the inflationary pressures generated
during the vwar years by reducing public deficits, increasing imports and
stimuiating local production. These efforts were thwarted by the interruption
of revenue from petroleum following its nationalization in 1951. In conseguence,
jmports were drastically reduced and government budget deficits increased sharply.
The net effect was an upward pressure on prices. This pressure wes reduced
considerably in the period 195k-1957, owing to grants and loans from the
United States Government and the subsequent refluence of oil revenue, Deficit
spending was greatly reduced despite the large increase in public investment
regulting from the new seven-year development programme. Foreign exchange
proceeds multiplied, thus facilitating the import of large quantities of
investment and consumption goods. Domestic production also expanded. The increase
in the supply of domestic and imported goods has had a stabilizing effect on the
price level during the last three years,

Only two countries in the region, Tsrael and Turkey, experienced a continuous
rise in prices during the period under consideration, BRoth countries had
undertaken heavy public expenditure on development and defence. Between 1953 and
1956, public consumption in Turkey rose by 35 per cent and in Israel by 180 per
cent. Public investment during the same period also rose - by 77 per cent in
Turkey and by 136 per cent in Israel.

The economic programme in Israel has been directed towards a fast development
of the country's productive facilities and the maintenance of a relatively high
level of living for a rapidly increasing population while keeping up large
outiays on defence and the settlement of immigrants., Having to perform these
tasks against a background of 1imited natural resources has brought about strong
inflationary pressures, despite the heavy reliance of the economy on foreign
resources in the form of loans and grants amounting, in the four years 1953~1956,




+o an annual average of about 15 per cent of national income. Inflationary
tendencies have been further strengthened by an increasing real wage level
polstered by a strong labour organization.

The Turkish Government is also committed to a programme which involves rapid
development in the fields of agriculture, transportation and industry as well as
large defence outlays. In addition to public expenditure, private consumption
and private investment increased at a comparatively rapid rate in the periocd
1953-1956. Pressures on the price level have been aggravated by the eage of
credit in general, substantial budget deficits and the method of financing
guaranteed prices for agricultural products. The expansion of domestic producticn
has not been sufficient to meet these pressures, which have led tc a continuous
rise in the price level. Rising prices, however, have been tempered by a
contimuous substantial import surplus made possible through forelgn loans and
grants. On the other hand, & steady decline in exports aggravated the adverse
baisnce of payments situation and led - during the past two years - to further
tightening on imports, resulting in a further upward pressure on domestic
prices., In these circumstances, to achieve internal price stability, the
fovernment is considering a slower rate of investment to bring this last more in
line with available resocurces,




EGYPT

Feconomic backsround

The main objective of Egyptian economic policy in post-war years has been
the maintenance of the level of living in the face of a rapidly growing population,
For the last hundred years the population of Egypt has been increasing at an
average annual rate of over 20 per thousand. Beonomic growth concomitant with
this population increase has come about meinly through an expansion of the
cultivated area under irrigation., Earlier development up to the first quarter
of the present century was based on cotton, the output of which increased
several times in the space of fifty years, resulting in a vast expansion of
exporis. The income from increased cotton exports, keeping well ahead of the
increase in population in the earlier period, contributed substantially to the
building vp of certain sectors of the economy, particularly in the fields of
transport, public utilities and banking.

The second guarter of the present century, however, witnessed a marked
slowing down of economic expansion while the population continued to grow at a
rapid rate., The reclamation and irrigation of nev areas became increasingly
difficult., BSoil exhaustion during the war period, the difficulty of importing
Tertilizers, and the reducticn of cotton acreage, owing to the difficulty of
exporting cotton and, concomitently, importing cereals, led to a decrease in net
agricultural cutput which was not adequately offset by the expansion of industry
experienced during the war,

It is against this baclkground that post-war Egyptian economic policy is to
be viewed. It aimed mainly at augmenting and diversifying agricultural
production, expanding industry, increasing the financial autonomy of the country
and improving the fiscal system. Government effort along these lines in the
first half of the post-war period did not seem very effective, and achievement
fell considerably short of aims., I+% was not until 1952 that a systematic drive
for development was launched and government machinery was set up for planning and
executing development projects, It was in that year also that economic policy
was widened to incorporate an attempt at some redistribution of income to be
effected through land reform.

In the absence of detailed sociesl accounts, it is difficult %o gauge
accurately the progress achieved or express it in terms of gquantitative
aggregates., Figures of output, however, together with an account of government
projecis accomplished, point to a reasonable amount of progress during the last
81% yvears,

The physical output of the major agricultural crops shows a moderate increase
of atout 12 per cent between 1952 and 1956. i/ Industrial output, on the other

1/ See table II,




hand, has registered a far greater increase. The index of all manufacturing 2/
shows a rise of 22 per cent between 1952 and 1955. This rate of increase seems to
be kept up in 1956 with no sign of recession in 1957. 5/ The over-all picture of
the economy as represented in the figures cn availabilfty and use of resources
prepared by the National Planning Commission {table 1} is one of continuous
growth, except for a brief recession in 1952, attributable chiefly to a local
political situvation of transition to the present government regime. Although no
figures for 1957 are available, there is no reason to expect a halt to, or a
reversal in, the upward trend,

Table 1. Egypt: Availability and Use of Rescurces at Current Prices
(Millions of Egyptian pounds)

Item 1950 1951 1952 1953 1954 1955 1956

Availabilities:
Domestic production . . . . . . 819 887 839 878 975 1,033 1,052
Net iwmport surplus .« . « & « . -1 81 3L 0 - -l 1%
Total availabilities 818 568 873 878 969 1,029 1,065

Uses:

Privete consumption « . . . . . 630 760 693 697 763 832 885
Government consumption . . . . 73 65 6l 65 71 75 70
Total consumption 703 825 757 762 834 907 955
Private investment , . . . . . 112 103 83 o 57 5} 39
Public investment . . + 4 & 4 22 29 25 34 53 62 66
Changes in stocks . . + « « & » =19 11 8 18 25 6 5
Total investment 115 1k3 116 116 135 122 110

Source: National Planning Commission, Office of the Secretary-General
(unpublished material). The figures for government consumption
and for domestic production exclude payments of salaries and
wages to regular goverhment staff.

When the total domestic product shown in table 1 is deflated by the general
wholesale price index, the following result is obtained (in millions of Egyptian
pounds) :

1951 1952 1953 195k 1955 1956
Total domestic product at 1953 prices . . 821 799 878 1,005 1,043 956

g/ Prepared by the National Planning Commission, Section of Production and
Fmployment {unpublished material).

3/ MNational Bank of Egypt, Economic Bulletin, vol. X, No. 3 (Caire, 1957).
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It vill be noted that growth in real terms thus obtained does not differ
substantially from growth calculated at current prices except in 1956, when, at
constant prices, the total domestic product shows a decline rather than an
increase. It is evident from this comparison that the growth achieved during the
period under consideration has come gbout without great fluctuations in the price
level except after 1955 vhen actual development expenditures were stepped up
considerably.

Price movenenis

Price movements in Egypt are shown in table.2. In addition to the general
indices of wholesale prices and cost of living, the table presents price indices
for particular groups of commodities as well as for individual commodities of
special importance to the Egyptian economy.

Table 2. Egypt: Indices of Wholesale Prices, Cost of Living,
and Foreign Trade

(1953 = 100)

Ttem 1951 1952 1953 195k 1955 1956 1956 1957
{ January-June

Wholeszle prices:

GEneral ¢ o« + « o + » 0 o o 108 105 100 97 99 110 107 116
Building materials . . . . 89 108 100 ol 99 11l 109 116
Textile products . . . . - 100 115 100 99 102 105 104 114
Cotton (Ashmouni) a/ . . . 197 157 100 11k 101 120 118 112
Cotton (Karnak) b/ . . . . pih 163 100 112 11l 1ho 133 133
Rice (Burma) ¢/ v + + + . . 75 87 100 82 68 59 60 5¢
Wheat (United States) a/ . 95 98 100 90 86 81 80 81
Cost of living:
ALL 5Bems o v v v v 4 4 s e 108 107 100 96 96 08 97 101
TOOL w & v o o o o = o o 110 107 100 10l 103 104 103 106
Tmports, unit value e/ . . . 87 103 100 96 99 100

Exports, unit value &/ . . . 179 136 100 113 111 121

Source: United Nations, Monthly Bulletin of Statistics, 1957 and
January 1958; unit value indices of imports and exporis taken from
United Nations, Yearbook of International Trade Statistics, 1956, Vol
(Bales No.: 1957.XVII.0).

a/ Domestic/imporﬁ price c.i.f. Liverpool, spot, Egyptian Ashmouni, fully
good.,

E/ Domestic/import price c.i.f. Liverpool, spot, Egyptian Karnak, fully gooc

c/ Average of export contract prices f.o.b., vhite rice, No. 1 small mill
special ngasein.

d/ Export price f.o.b. Golveston, IVA sales, No. 1 hardwinter; average expol

T price obtained by deducting the average export subsidy from the average
domestic f,0.b., guotation.

E/ Value indices are chained indices compuited by the Fisher ideal formula,




yhile prices of individual commodities, such as cotton and rice, nronifest
fairly strong fluctuations during the period under consideration, commodity
aggregates reflected in general indices of wholesale prices, cost of living and
spports show comparatively much milder movements. The general index of wholesale
prices, for instance, reflects a steady gradual decline from 108 in 1951 to
97 in 1954, a mild rise of two points in 1955 and - only in 1956 - a sharp rise,
which continues into 1957. The cost of living index follows much the same
girection, with a smaller amplitude, declining from 108 in 1951 to 96 in 1954 and
1955 and rising only mildly thereafter to 101 by the middle of 1957.

Marked fluctuations are noted in the prices of cotton, which registered a
sharp decline from 1951 to 1953, a rise in 1954, a mild drop in 1955, a sharper
rise in 1956 and a slight dip in 1957. Cotton price trends are reflected in the
anit-value index of exports since over two-thirds of the total value of Egyptian
exports is accounted for by cotton. The smaller amplitude manifested in the unit-
value index, however, is attributable to milder fluctuations in other exports
as well as to a reversal of price trends in certain of them such as rice, which
showed a considerable rise between 1951 and 1953 h/ when cotton prices were
falling, and a steady decline between 1953 and 1957 when cotton prices, on the
whole, were on an upward trend.

Despite sharp fluctuations in individual commodities, the over-all picture
of Egyptian price movements since the end of the Korean hostilities is one of a
mild decline in the first half of the period, but a distinct upward trend in the
past three years, Price-level movements, while symptomatic, do not reveal the
sources of inflationary and deflationary pressures, which arise from discrepancies
between aggregate demand on the one hand - represented by current private and
public expenditure on consumption and investment - and aggregate supply on the
other - represented by the value (at comstant prices) of available goods produced
dcmestically, by cepital inflov and remittances from abroad., These pressures may
be partially or totally absorbed by other adjustments in the economy, such as
changes in imports, investment or domestic production., It would therefore be
necessary to investigate the sources of such pressures, and their effect on
economic aggregates in order to determine the extent to which a given economic
policy is compatible with stability.

Fiscal policy

The government sector in Egypt is sufficiently large, in comparison with the
private sector, for fiscal policy to exert significant pressure upon the price
ievel. Public expenditure forms at lease one-fifth of total national expenditure
and more than one-fourth of the value of domestic production, While public
expenditure on the ordinary budget increased somevhat during the past five years,
its ratic to total domestic production tended to be fairly constant, as can be
seen from table 3.

4/ In 1952 and 1953, however, rice exports declined in gquantity, since there
were smaller surpluses available,
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Table 3. Egypt: Ratio of Ordinary Budget Expenditure
+to Domestic Production

(Millions of Egyptian pounds)

Item 1952 1953 1954 1955 1956 1957
orainary budget expenditure . . . . 209 185 e 1952/ 2092/ olo?/
Domestic production . o o ¢« o - 839 878 975 1,035 1,052 ves
patio of expenditure to

production (per cent) « o o e o4 ©D 21 18 19 20 cen

aource: United Habions, atatistical Yearbook, 1956; National Planning
Conmmission.

a/ Estinates.

gince expenditure on the ordinary budget does not show total public
expenditure, the estimated expenditure of the development, public services and
autonomous budgets must be added to it. These amounted to £8 76 million 2/ in
1955, and to £F 100 million in 1956, thus ralsing the ratic of public expenditure
to domestic production from 19 per cent for 1955 and 20 per cent for 1956 1o
26 per cent and 29 per cent, respectively. Total public expenditure, therefore,
seemg Lo have increased at a distinctly higher rate than domestic production.

The bull of this increase is attributable to the extraordinary budgets
caymarked for development Purposes, togetber with some items on the ordinary
budgets vhich rose sharply. The most notable of these latter are education and
gefence, the first rising from £B 22 million in 1955 to &E 31 million in 1957,
and the second rising in the same period from £E 36 million to &E 75 million.
The developmuent pudget was first established in March 1953 with an appropriation
of £E 21.6 million. The appropriations for the following years wWere:
£F 41,2 million for 195Y4; £E 5.3 million for 1955; &E 45,9 million for 1956,
and £F 28.3 million for 1957. Actual expenditure, however, fell congiderably
short of that which was hudgeted. Total expenditure from 1953 to 30 June 1956
amounted to £8 89.8 million - pot gquite two-thirds of the amount budgeted. TO
this should be added an expenditure of £E s million to £E 30 millicn a year by
other departments or public agencies with autonomous budgets, such as Agrarian
Reform, CGovernment Employees Fund, Universities, the Public Services Council
(before its unfinished projects were reabsorbed in the general budgeb in 1956}
and others.

Up to the middle of 195k, development was still largely in the planning stage
and expenditures were correspondingly modest. In the following three years there
seems Lo have been a considerable acceleration of expenditure, aceounted for
chiefly by the expansion in the development programme, and partly by the mounting
defence outlays.

g/ WNabtional Bank of Egypt, Tecneric Bulletin, vol. VITI, No. 2, 1955,
pages 105 to 107.
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The extent to which increasing public expenditure exercises inflationary
pressures upon an economy depends on how such expenditure is fipnanced. IT the
fiscal policy of the country confines public expenditure to the amount derived
from taxes, the Government's share of domestic savings and the inflow of rescurces
from abroad, the growth of public expenditure is not likely to generate serious
inflationary pressures. This, hovever, does not seem to be the case in Egypt,
where public expenditure has been financed partly by domestic borrowing. The
figures for the Egyptian public debt are shown in table L,

The issue of Treasury bills was first authorized in 1946, when £E 12 million
yorth were issued, not so much for the purpose of providing the Treasury with
funds - since at that time it had a sizable surplus - but rather to create a bill
market in Egypt. In 1952, legislation was passed authorizing another issue of
three-month bills up to & limit of £ 50 million. This limit was raised in 1954
to £F 60 million, and in 1955 to £E 150 million. Before 1955, Treasury hills were
used only to finance the cotton trapsactions of the Government, but since 1935
they have been used for financing the Goverament's general activities,

The public debt shown in table L does not include seasonal advances made to
the Covernment by the National Bank, The bank is authorized To make advances of
up to 10 per cent of the average budgetary recelpts for the previous three years.
Tahle U also excludes Treasury bills issued for the purpose of covering the note
issue. These may be issued in amounts up to £E 100 million; their value cannot
be used by the Covernment but simplyrepresentsa contra item to the bhills lodged
with the issie depariment at the bank.

The most noteworthy feature of the marked growth of the public debt during
the last two years is that about four-fifths of it has been financed by the
banking system, particularly the Central Bank, vhich absorbed about two-thirds,
thus pumping considerable purchasing power into the economy. Government deficits,
calculated by comparative changes in government debt and government deposits,
are as follows (in millions of Egyptian pounds): 6/

End of August
1950 1951 1952 1955 195k 1955 1956 1957

Government
deficits (=) -7.9 45,9 53,3 2.2 2.6 «50.1 -97.2 “1.5

From these figures there seems to be little doubt that in 1953 and 1954,
vhen development was still mainly in the planning stage, government finance
exerted no inflationary pressure upon the econcmy, and may in fact have been
disinflationary. The price level during this period did show a somewvhat dowmward
trend, In 1955 and 1956, the Government went into heavy deficit financing to meet
a rising development expenditure, a stepped-up defence outlay and an extraordinary
expenditure arising from the Suez crisis and its aftermath. Treasury bills rose
from £E 38 million at the end of 1954 to £E 71 million at the end of 1935,

é/ Government deposits (1950-July 1957) from International Monetary Fund,
International Financial Statistics (Washington, D.C.), December 1957; government
deposits for 1949 used in the calculation of deficit for 1950 frcm International
Financial Statistics, July 1955, government debt (1950 to August 1957} Irom
National Bank of Egypt, Economic Bulletin, No. 2, 1955 and No. 3, 1957;
outstanding debt for 1949 from Ministry of Finance and Econouwy, Statistical
Pocket Yearhook, 1953 (Cairo, 195k).
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Table 4. Composition of Egyptian Public Debt at Year Ena/
(Millions of Egyptian pounds )

Item 1951 1952 1953 1954 1955 1956 19579/

National and Palestine
JOBIE « » » o o + 4 « a2 = 108.0 108.0 108.0 108.0 108.0 108.0 108.0

Cobbon LOBIL « + o & o o « = 15,0 15.0 15.0
Agrarian reform bonds . . . 12.5 1.6 16.7 22,3
Development loan . « -+ « 25.0 50,0 50,0

Total loans in bonds 108.0 123.0 123.0 135.5 147.6 17k, 7 180.3
Treasury bills .+ « « « » o« 29.0 50.0 h9.5 38.0 1.0 1h6,0  150.0
Total 1b3.0  173.0 172.5  173.5 218.6 320.7  330.5

gource: National Banik of Egypt, Economic Bulletin, No. 2, 1955, No. 2, 1956,
Wos. 3 and &, 1957.

a/ The Egyptian public debt is composed of: (1) two national loans of

= £F 11 million and £8 67 wmillion; {2) two Palestine loans of £ 15 million
each, issued for the purpose of defraying outlays relating to military
action in Palestine in 1948; (3) & cotton lean of £F 15 million for the
purpose of financing the Government supported price of cotton, issued in
1952 and retired in 1955; (4) agrarian reform bonds issued in 1954 and
subsequent years in payment for reguisitioned land; {5) five development
loans of £F 5 million, £E 10 million and ZF 10 million issued in 1955,
and £F 5 million and £F 20 million issued in 1956; and {6) three-month
Treasury bills, varying from £1 35 million in 1951 to £E 150 milljion at
the end of November 195%7.

E/ Fnd of November.

e 146 million at the end of 1956 and £F 150 million at the end of November 1957.
Government deficit in 1955 reached £E 50 million, and in 1956 it hit a peal of
£F 97 million. Although the figures for the whole of 1957 are not available, the
deficit is likely to be much smaller than in the previous two years. During the
period 1954..1957 the price level went up some 10 to 15 per cent.

Savings and investment

Inflationary pressures generated by government finence have been dampened to
a considerable extent by & decline in gross private capital formation and by
balance of payments deficits. Estimates of capital formation are shown in
table 5.
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Table 5. FEgypt: BSavings and Investment
(Millions of Egyptian pounds)

Item 1950 1951 1952 1955 1954 1955 1956
Total investwent . . . + » » 115 143 116 116 135 122 110
Gross private
investment . . . . . . o 112 103 85 64 57 54 29
Public investment . . . . 22 29 25 34 53 62 66
Changes in stocks . . . . =19 11 8 18 25 6 5
Total domestic savings . . . 135 51 T 98 116 120 g2
Private savings . . . . . 121 68 92 62 66 108 123
Public saVings . « « « « o 1k -17 -18 36 50 12 ~31

Source: National Planning Commission, Office of the Secretary-General.
Domestic savings have been calculated as total investment adjusted
by the foreign balance; public savings have been calculated as
public invesiment adjusted by the government deficit or surpius;
private savings have been calculated as the difference between
domestic and public savings.

Except for a slight drop in 1952 - the year marking the change of political
regine -~ public investment rose continuously, from £E 22 million in 1950 to
FE 66 million in 1956. This partly accounts for the growing govermment deficit,
Gross private investment, on the other hand, declined steadily from £8 112 miilion
in 1950 to £ 39 million in 1956.

Total national investment has oscillated considerably, but, during the past
five years at least, it has not shown an upward trend - the increase in public
investment having been counterbalanced by a decrease in private investment. Under
such circumstances, since consumption seems to have maintained a fairly congtant
ratio to production, it may be presumed that domestic resources have not heen
overstrained and that the present scale of total investment does not necessarily
lead to inflatiornary pressures. The shift from private to public investment,
hovever, raises other questions, such as vhether the basic long-run test of
relative need and relative profitability is being mei, or vhether the increasing
share of government investment is resulting in excessive pressure on the banking
system to provide for the capital needs of private enterprise.

It may be noted in this connexion that loans and discounts to the private
sector kept very much in unison with the direction, though not the proportion,
of change in government deficits, as can be seen from the following figures for
loans and discounts outstanding at year end (in millions of Egyptian pounds): 7/

Z/ Figures for June, 1956 end 1957, from Natiornal Bank of BEgypt, Economic Bulletin
vol, %, Wos. 2 and 3, 1957; the rest from International Monetary Fund,
International Financial 3tatistics, vol. ¥I, No. 1, January 1958, page 93.
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Jiune June

1952 1953 1954 1955 1956 1956 1957
127 123 156 167 187 1hh 142

Tn view of the steady decline in private investment, it may Dbe inferred that
a good porticn of the increasing bank advances shown above have gone into financing
+yrade transactions, into speculation in assets and into consumption. If this is
correct, this development would have offset, to a certain extent, the
disinfiationary effects of the decline in private investment. Although total
national investment was at a modest level in relation to gross domestic product,
ranging between 12 and 15 per cent of domestic production in the pericd i952—l956,
1+ was not finsnced wholly out of domestic savings, except in 1950, when domestic
savings exceeded national investment. In succeeding years domestic savings,
though increasing, fell considerably short of investment requirements - which had
to be met partially by reliance on outside rescurces, It must be noted in this
connexion that means of saving provided by the Post Office, co-operatives O
government bonds, for instance, have been improved in the past five years. 4#As &
consequence, domestic savings have increased continucusly in absolute figures,
except for a drop in 1956, attributable to an exceptionally large amount of
dis-saving incurred by the public gector during thal year.

Relative to domestic production, however, no such steady growth in domestic
savings can be seen. Expressed as percentages of domesvic production, total
savings rose from 9 per cent in 1952 to a peak of 15 per cent in 195k, declined
to 12 per cent in 1955 and back to 9 per cent in 1956, The failure of total
domestic savings to grow at a rate faster than or even equal to that of domestic
product is atiributable to a munber of forces. In the public sector, the chief
factor militating against such steady growth of savings has been the expansion of
expenditure on defence, education and welfare. In the private sector, these forces
have inciuded the land reform measures contributing to a downward distribution of
income, the rise in the price level during the past three years which may have
jmpaired the capacity and will to save because of fear of further price rises,
the rise in urban real wages brought about through goverrment policy, and the fact
that increases in domestic product attributable to good harvests and accruing to
the rural community are appropriated by a sector of the economy with an
exceptionally low marginal propensity to save.

thether for this or other reasons, total gross investment does not seem to

have increased despite mounting government expenditure on development. This has
had a tempering effect on the rise in the price level.

Foreign trade and balance of payments

Another tempering effect on the inflationary pressures arising from public
end private finance has come from the balance of payment deficits on current
aceount. Table 6 shows the balance of payments position in recent years.
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Table 6. Foreign Trade: Balance of Current Account
of Goods and Services

(Millions of Egyptian pounds)

Tten 1952 1953 195k 1955 1956 1956 1957
(Fanuary-June)

Exports, f.o.b. . . . . 148.8 137.7 1hk.2 139.1 132.5 81.8 86.2
Tmports, Cc.i.fu . . . . -208.2 -166.7 -156.2 ~201.3 -198.1 -109.9 -9k.k
Suez Canal dues . . . . 26.6 29.1 30,6 31.8 29.3 18.0 Loh
other {net) .. . ... =20.6 -8.0 -16.k -13.7 ~5,8 -3,0 3.5
Balance . « « « « o o« =53.k ~7.9 2.2 I ~ho1 -13.1 -0.3

Source: International Monetary Fund, International Financial Statistics,
vol, ¥I, Wo. 1, January 1958, page 93; the last two columns based
on data from the National Bank of Egypt, Economic Bulletin, vol. X,
No. 3, 1957, page 256.

It will be noted that in 1952 Egypt had a high balance of payments deficit,
amounting to £E 53.4 million; the deficit declined in 1953 to £E 7.9 million and
was wiped out completely in 1954, the balance of payments for that year showing a
surplus of £F 2.2 million. High deficits set in again in 1955 and 1956, reaching
£r Lh million and £F 42 million respectively. The likelihood for 1957 is a spaller
deficit than in 1956, Fluctuations in balance of payments deficits have come about
mainly through changes in imports. Imporits declined by £B 42 million in 1953 and
g further £ 10 million in 195k, chiefly because of a decline in the imports of
wheat and flour made possible by the expansion of domestic wheat production, and
also because of widespread duties on non-essential imports. There was a sharp
rise of £8 45 million in 1955 and only a very slight decline of £E 5 million in
1956, The rise is attributable to an increase in the import of development goods
and to a poor wheat crop in 1955. Changes in exports have been comparatively
much less pronounced and have been due mainly to changes in cotton quantities and
prices. The over-all trend in exports for the whole period has been slightly
downward.

This downward trend in exports, appearing despite the inflationary pressures
generated by financing development, may provide an explanation of why under-
employment or disguised unemployment can persist to a great extent even under
inflationary conditions. In Egypt, cotton constitutes over 80 per cent of the
value of exports. Increasing the labour force employed in the cultivation of
cotton is not feasible because of the limited area of cultivable land, Under
these circumstances, an increase in aggregate demand, generated by increased
public expenditure, instead of increasing employment in this major export
industry - and thus leading to an expansion of exports to counterbalance the
expansion of imports arising from the increased aggregate demand - would lead to
a rising domestic price level. The rise would have been even sharper had it not
been possible to maintain 2 balance of payments deficit.
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Vages
While the price level registered a rising trend only during the past three

years, urban wages have been rising steadily for a longer period. Table T shows
the rise in money and real vages.

Table 7. Money and Real Wages of Urban Workers

Item 1950 1951 1952 1953 195k 1955 1956

Ceneral wage level:

Weelly earnlngs
(piasters) . + « « o 160 184 190 19k 212 221 240

Money-wage index
(1953 = 100} . + « . . 82.5 94,8 98.0 100 109.3 11k0 124,0

Real wage index:

Money-vage index/cost
of living index
(1955 = 100) . + . . 83.3 87.7 91.6 100 115.8 118.7 126.5

Source: United Nations, Monthly Bulletin of Statistics, February 1958;
international Labour Office, Yearbook of Labour Statistics
(Geneva, 1957).

Between 1950 and 1956 real wages have risen by over 50 per cent. In the
absence of detailed productivity studies, it is difficult to tell vhether the rise
in real wages is balanced by labour productivity, or to what extent this is so.
Tt is possible, however, that reel wages have outstripped improvement in labour
productivity because of the povermment programme of maintaining a low cost of
living by subgidizing certain consumer commodities. As a result, there seems to
nave been some redistribution of income in favour of urban wage earners,
particularly those in manufecturing and mining. Since they constitute only a
small percentage of the whole population, however, the transfer to them of real
inccme Trom inflation-penalized groups is a long way from threatening the economy
with a price-cost spiral.

o3 M X

The foreign sector in Bgypt seems to have acted as a shocl absorber in its
over-all stabilizing effect on the economy, particularly in counteracting the
effects of domestic fiscal policy. In the period 1952 to 1954, for instance,
there were disinflatiocnary forces arising from & reduction in government deficit,
turning into a small surplus in 1953, and from & contraction in private credit,
particularly in 1953, These disinflationary forces were counteracted by &
reduction in the balance of payments deficits. The period 1954 to 1956, on the
other hand, was characterized by inflationary forces in the domestic sector
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arising from deficit financing. Here again, the inflationary forces were
counteracted in the foreign sector by large balance of payments deficits,

The countereffect of the foreign sector has been particularly noteworthy in
the past two or three years. Egypt succeeded during this period in directing
towards import goods a substantial proportion of the excess demand generated in
the domestic sector, and has thus tempered the rise in domestic prices. This has
been possible chiefly because of the large sterling balances which had accrued
to Bgypt during the war, These have been drawn down from over £E 400 million in
1945 to £E 66.1 million at the end of August 1957. Drawings in the period under
consideration were, in millions of Egyptian pounds: 2Z.5, 9.8, 17.7, 21.3, 2k.6,
for the years 1952 to 1956 respectively. In 1957, £F 34.2 million were drawn by
the end of August.

It is obvious that this source carnot be counted on indefinitely to take
care of excess demand generated domestically. Unless exports are increased -
which is not an easy matter for a one-export-crop economy with a strictly limited
cultivable area - or some external source of finance is developed, sooner or
later the flow of imports will have to be curtailed. If excess depand persists
under such circumstances, it will almost certainly result in rising domestic
prices unless domestic production expands proportionately.

The usefulness to the econcmy of this cutside source of finance was clearly
manifested during the latier part of 1956 and early 1957 when Bgyptian foreign
asseis were blocked, It was not possible to effect immediately a substantial
reduction in imports, particularly as there had been a strong need for importing
wheat, the local stocks of which had been run down considerably following a poor
1955 crop. Neither was it possible to increase exports. In fact, in 1956 exports
declined by about £E 6.5 million. Foreign receipts seem to have declined even
moye than this owing to some unrequited exports made in payment for value received
earlier, This emergency period was finally bridged through the agreement of
certain countries to accept Egyptian currency for some of thelr exports to Egypt.
The result was a considerable growth in Egyptian foreign liabilities and & marked
decline in the wvalue of the Egyptian pound in foreign marlets.

More basic adjustments were made in L957. A comparison of the first halfl of
that year with the first half of 1956 shows that exports were increased by some
£E 4,5 million, chiefly through an increase in the proceeds of cotton and rice
exports. Imports in the same period were reduced far more drastically, from
£F 110 million in the first half of 1956 to £8 94 millicn in the corresponding
period of 1957, as a result of a policy of restricting imports and strict
budgeting of foreign exchange. The decision to reduce imports was greatly
facilitated by internal fiscal policy, which aimed at a considerable reduction
in defieit spending. Government deficit by the end of August 1957 reached
£F 1.5 million as compared with £E 97.2 million in 1956. Of course, this meant
a substantial reduction in development expenditure from £E 45.9 million budgeted
in 1956 to £F 28.3 million budgeted for 1957.

The adjustments of 1957 make it clear that without an equivalent to the
present outside source of finance represented by accumulated foreign bhalances,
extensive programmes of development can hardly be financed without releasing
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pressures which will raise domestic prices. This oulbside
source of finance, however, is on the decline and will soon disappear. The
consequences of its diseppearance for Rgypt's future development would have been
grim indeed had it not been Tor the emergence of a fresh source of outside finance
in the form of dues from the Suez Canal which will probably more than compensate
for the loss of this source, and also the contracting of a foreign loan from the
aoviet Union, What effect the merger with Syria into one political entity will,
nave on separate or common foreign resources, it is toco early to assess.

strong iﬁflationary
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IRAN

Teonowlc background

During the post-war years the eccnomic policy of the Iranian Government has
aimed at encouraging a rapid development of the country's resources within as
stable a price structure as possible. A seven-year development plan for publie
investment was put into effect in 1949, anticipating an expenditure of
21 billion rials ($656 million). Revenue derived from petroleum production,
which was rising rapidly as a result of increasing world demand for oil, was set
aside for financing the plan. Attempis were made to check the inflastionary
pressure which had originated largely during the war years by reducing the
governwent deficit, increasing imports and stimulating local production. ;/

The stoppage of coil exports, following the nationalization of the petrcleum
industzry in 1951, interrupted revenue from this source for three and a half years.
Becaunse of the relatively large magnitude of the amounts involved, this
interruption nad great repercussions con the Iranian economy. Expenditures under
the seven-year development plan came nearly to a halt., The Government's budget
deficlt increased sharply. Imports were reduced drastically, while there was an
increase in domestic output and exports. The net effect of this development was
ar upvard pressure on prices.

The new Government which came to office in August 1953 obtained large-scale
grants and loans from the United States Goverament, and concluded in 1954 an
agreement with a consortium of petroleum companies for resumption of oil
operations. The greater part of the rising oil income was devoted to a new
seven-year development programme which went into effect in 1955 and is planned
to cost 84 billion rials ($1,120 million). There was a large increase in the
gross investment of hoth private and public sectors. Foreign exchange proceeds
of the country multiplied, and this in turn facilitated imports of larger
quantities of investment and consumer goods. Deficit spending in the government
sector continued but at a greatly reduced rate. The apprecisble increase in
supply of goods, domestic and imported, appears to have been sufflcient to meet
a greater part of risging demand and reduce inflationary pressures in the period
1954-1957 as compared with the preceding years.

Price movements

The movement of the vholesale price and cost of living index, by category,
is shown in table 8. 1In general, there was & sharp rise in the price and cost of
living index, between 1950 and 1954, but the rate of increase slackened in the
following years. The index of wholesale prices, after a rise of 61l per cent
between 1950/5L and 1954/55, declined 4 per cent in 1955/56 and rose 7 per cent
in the following year. The cost of living index, on the other hand, continued

;/ For further discussion of the developments during this period, see
Qnited Nations, Bconomic Developnments in the Middle East, 1945 to 1954
(Sales No.: 1955.II.C.2).




Table 8. Iran: Indices of VWhnolesale Prices
and Cost of Living a/

(1953 = 100)

Ttem 1950 195k 1955 1956 1956 1957
August
Wholesale prices, general . . . 69 111 107 115 112 112
FoodStuffE o « o « o o o » o 62 110 102 110 106 106
Cereals « o « « « o o o o « 57 113 g1 g6 g5 108
Dried fruits . . . « + . « 59 101 105 137 136 117
Animal products + « « + « o T3 139 137 1hls 129 150
Raw materials « «+ « « o « + - T3 108 115 127 125 125
Textile products . . . « . . 6 111 105 103 160 102
| Metal products . . . . o . . 00 11k 11k 116 111 109
_1 Construction materials . . . 88 135 141 152 155 155
Fuel and light . . . . . . . 86 113 103 111 110 11k
Cost of living, all items . . . 79 117 118 128 124 133
FOol v v v v o s s s s o o« 5 112 111 120 113 122
ReNt o v o o v s » o « o « o B9 121 1h4s5 167 164 175
Fuel and light . . . !} . .. 70 123 97 111 105 117
Clothing « « + s s v « = o « 15 113 110 112 110 115
Miscellaneous .« « « « » o+ . 98 116 118 123 120 132
Tmport Prices + « o« o o « + o . 09 106 g8 o1 89 81
Export prices .« « + « « « . . . Ob 106 107 125 123 119

Source: Bank Melli Iran, Bulletin (Tehyan}.

g/ Twelve months beginning 20-21 March of year stated.

its upward trend (except for 1955/56 when there was o change). Export prices
follcwed more or less the same pattern, but import prices, after a rise of

53 per cent belveen l950/51 and 195h/55, continued to decline in the subseguent
years, and by August 1957 were 2L per cent below the average for 195&/55.

This was brought about largely by the appreciation of local currency, in terms

of foreign currencies, as a result of larger supplies of foreign exchange proceeds,
and in turn had its effect on import components of the wholesale price and cost

of living index. Thus, prices of textile and metal products in August 1957 were
below their 395h/55 averages. However, the largest increase among the components
of the vholesale price index was in prices of construction materials, which
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resulted largely from an increased demand caused by expansion of construction

activities, The rent component of the cost of living index for Tehran showed

an even larger increase due to the shortage of housing in the Tehran area as 1
well as the increased cost of construction materials and higher value of land, |
mainly because of speculation. i

Some of the important factors affecting the movement of prices in Iran are
aiscussed below. It must be noted, however, that data needed for such analysis
are scanty, and the fragmentary statistics available permit only a general
description of the influence of these factors.

Availability and use of resources

There is no detailed compilation of the national accounts of Iran, An
approximate estimate prepared recently on available resources and thelr use
contains a large margin of error and may be relied upon only to indicate the
general plcture of developments in recent years. Other indicators are utilized
to check the wvalidity of the trends.

Data given in table O indicate that there has been an apprecisble inecrease
in the gross national product of Tran (including the net contribution of the
petrolsum sector) in recent years, This growth has been achieved largely by the
expangion of petroleum productlon and agricultural output - the increase in the
latter being partly due to the good harvests (table 10). Output in the

Table 9. Iran: Estimate of Available Resources
and National Expenditures a/

(Millions of dollaxs, at 1955 prices)

Ttem 1955 1956 1957

Available resources:

(lross national pProduct « « « « « « o+ . 2,075 2,215 2,405
Import surplusg/ e e e e e e e e e 85 755 85
Total available resocurces 2,160 2,290 2,490
Use of resources:

Private consumption . . + + + « « + . . 1,720 1,760§/ 1,815
Government consumption . « « « « » .« .« . 200 215 270
Private investmenté/ B =16 125 150
Government investment . . o v + + + 4+ . 120 190 265
Total expenditures 2,160 2,290 2,490

Source; United States Operations Mission in Iran, unpublished material.

a/ Twelve monthns beginning 20-21 March of year stated.

E/ Contribution of petroleum sector included on net, rather than gross, basis.
E/ Revised figure.

d/ Excluding investment by the oil consortium.
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Table 10. Iran: Output of Selected Major Products

(Thousands of metric tons, except as indicated)

Annual average
Category and product 1948-1952 a/ 1953 1954 1955 1956 1957

Agriculture:
WHEAL o o o » s s » o s = o 1,860 2,240 2,100 2,315 2,700 2,800
BATLEY « « o o o o = =+ o 767 820 820 880 1,000 1,000
Rice (paddy) o+ « o + « - - hol 199 526 302 350 340
COLTON o o o o s o o « = = 26 50 60 €0 62 61
Sugar-beets . « « » o e e - 349 531 hh5 522 562 ‘e
TODACEO » + o s o = ¢ v = s 12 18 12 11 b 17
0il-56638 o« o+ o« o & & & o = 61 11k 134 1354 ces -
Citrus TYUits o o o« o o = L7 L5 35 40 Ly vee
Dates o o o o « o o v » & 125 125 143, 100 132 104
Raising o o o v o = s o o » L1 Lg 50 60 62 63
Mining:
Crude petroleum . . o« o o 32,299 1,489 3,500 17,070 26,81 (%5,300)
COAl o o » & o s @ % 2 e 200 155 252 180 330 .
Copper ore (Cu content) . . - 1 % Y 5 ves
Lead ore (Pb content) . . . Zb/ 8 18 18 32 ves
Chrome ore (Cr205 content) . 15~ 3 18 18 3% ceo
Manufaciuring:
SUEAT o« o = o 8 b on e v n o 55 71 T0 76 &2 ces
Cigarettes (millioms) . . 4,150 5,772 6,681 6,813 . -
Tobacco (metric tons) .« « - 3,847 5 167 5,295 4,762 ves cer
Refined petroleum (major
PTOducts) « » o o v b s o 23,176 1,0%5 2,810 7,274 11,030 -
Coment o« » « ¢ o « s + o o sl 65 62 80 156 .
Cotton {used in
penufacturing) .« « « -« - 10 15 15 17 20 .

Source: United Nations, Statistical Yearbook, 1957; Food and Agriculture
Organization of the United Nations; United States Embassy,
"guarterly Economic Survey" (Tehran), 15 October 1957
(mimeographed) .

a/ Data for mining and manufacturing are for 1950.

v/ 1951.
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manufacturing and construction branches has also risen, but because they are
relatively of less importance in the national economy they have had much less
influence on the growth of total national output. The trade and transport
sectors appear to have expanded greatly, along with domestic production and
imports. Government services, as will be seen later, have also gone up sharply.

A larger part of the increase in available rescurces has been zbsorbed by
investment - vhich is reflected in expansion of development activities since
1954. Gross investment in the publie sector (including the Seven-Year Plan
Organization, National Iranian 0il Company and Railroads Administration) has
grown much more rapidly than in the private sector because of the increased
availability of funds from petroleum operations and of loans and eredits from
the International Bank for Reconstruction and Development, the United States
Export-lmport Bank and British sources. In order to stimulate private
investment, it was decided, in May 1957, to use the seven billion rials
($93 million) resulting from the revaluation of the currency 2/ for extending
loans and credits to private enterprises. Because of the inflationary nature
of such credit expansion and with due regard to the monetary situation in Iran,
it was decided that credits would be utilized over a five-year period, half in
agriculture and balf in manufacturing. 2/ In addition to private and public
investment, the petroleum consortium accounts for a considerable share. No
datz are avellable on the magnitude of such investments in the past, but in
1957 an investment programme was announced which will cost about $140 million
in the next few years. The inflationary pressures resulting from such a high
level of investment are largely offset by the increased import surpluses,
which will be discussed later.

Forelgn trade and balance of payments

In recent years, there has been a great improvement in the balance of paymants
condition of Iran, after a period of deterioration which followed the gtoppage of
petroleum exports in 1951. The country's foreign exchange proceeds have increased
sharply since 1954. This has resulted in a sharp rise in imports and in import
surpluses, which have exerted a deflationary influence on the movement of prices.

Table 11 gives the major components of balance of payments. The main items
of foreign exchange receipts consist of proceeds of exports (excluding petroleum),
petroleum revenues and local expenditures of oil companies in the form of foreign
currencles, and United States grants and loans. Values of exports, in terms of
dollars, increased 40 per cent between 1951/52 and, l95h/55, due partly +to the
stimiius of higher foreign exchange rates. In the following two years, however,
the value of exports declined, apparently because of increased local demand ,
appreciation of local currency and increased competition abroad. Total forelign
exchange proceeds from petroleum operations, which ceased between mid-1951 and
October 1954, rose rapidly in the subseguent period to $196 million in 1956

g/ The revaluation of the rial in terms of foreign exchange, and other
modifications in the note cover requirements in May 1957, released an amount
of $93% miliion in gold and foreign exchange which was set aside as note cover
for the issue of new currency providing for loans ‘o productive projects.

3/ Information supplied by the High Economic Council of Tran.
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and $252 million in 1957, as compared with $101 million in 1950. L/ United States
grants and leans, vhich assumed a large proporidon of foreign exchange receipts in
1953 and 1954, tended to decline in the following years, as revenue from oil
resources increased. In addition to the foregoing sources of foreign exchange
receipts, Iran has drawn, in 1955/56 and 1956/57, $28.5 million from the
TInternational Monetary Fund {of vhich $12 million was paid back by the end of

the period), $15.3 million from credits extended by the United Kingdom, and

$15 million from a $75 million lcan contracted with the International Bank for
Reconstruction and Development.

The increased foreign exchange recelpts have enabled Iran to bulld up
again its official gold and foreign exchange holdings, which had partly been
used to finance import surplus in the period 1950-195%. As a result, such
noldings increased from $173 million in March 1953 to $219 million in March 1957,
as compared with $274% miliion in March 1950. Another effect of this development
has been the appreciation of the rial in terms of foreign currency so that the
effective selling rate of the dollay ~ which had increased from a range of
40 4o b8.75 rials, at the end of 1950, %o a range of 82 to 91.5 rials at the
end of March 1953 - declined to 76.5 rials in mid-1955 and thereafter.

Iaports, on the other hand, have been affected largely by the avallability
of foreign exchange., Total imports declined considerably in 1952 and 1953 and
rose continuously in the following yearys - being, in terms of value, about twlce
as large in 1955/56 and 1956/57 as in 1952/5% and 1953/5k. The increase in
imports in the latter period has also been stimulated by the pent-up demand of
the 1951-1953 period as well as by the relaxation of import restrictions by
the Government,

The increased import surpluses, combined with lower forelgn exchange rates
Tor imports, have had a deflationary effect on the price level. This was
somevhal dampened, however, because a substantial part of the increase in
imports consisted of capital goods which did not greatly ceontribute to the
relief of internal pressure upon domestic consumer goods. Furthermore, the
import surplus was not as large as it might have been, as is evidenced by the
increases in the foreign exchange holdings of the Central Bank, These foreign
holdings arose chiefly from the sequisition by the bank of foreign exchange
accruing to the Government from oil operations, against which the bank created
deposits for the Government in local currency. Under existing regulations,
however, the bank was not able to sell this forelgn exchange to lmporters as
readily as it acquired it.

*

E/ This sharp rise resulted largely from a more favourable agreement between
the Iranian Government and the consortium of oil companies rather than
from increased output of petroleum.
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Table 1l. Iran: Balance of Paymentsé/
(Millions of dollars)

Ttem 1950 1951 1952 1955 1954 1955 19562
Transactions of oll sector:
Exports, £.0.04 o v 4 « « « « « 6O 216 - 3 90 23 381,
Imports, c¢.i.f. for own use . . =22 -6 - 5 -7 -3 56
Tmports, c¢.i.f., for sale to
emplDYEES . - o - L] » - - o Il "“7 "2 L —— - - -.-J-f.
Profits, capital movements, and
expenses abroad « + . « . o » =550 ~178 - - -l -86  .157
Net transactions of oil
seckor . . « 0 » o . 115 30 - -3 39 117 164
Other goods and services:
Exports, £.0.De v o v « 0 s » o 66 85 86 93 120 105 105
Imports, culefe o « v o » » » « =189 -170 -117 ~17C 232 -291 ~278
Other (net) « « « « « « « « « «» =10 -11 -5 3 -7 ~17 -3l
Net transactions, other '
goods and services . -133 -97 -36 -7k <119 -203 =207
Private donations « « « « « » « o 6 b 1 - 1 2 1
Oth@I' pl‘i‘va.te Capital . [ L] 1] L) L] LI E Y .o v LI ) :LO "'56
Offiecial donations .+ + « « « o & as 2 16 63 56 28 L2
Official and bank capital . . . . = 56 30 -3 3 39 35
Long-term capital « « o o o« o« =« & - -1 -1 1 2 L6 21
Short-term capital:
Use of IMF resources . + « » a - 9 - = - - i7
OthEr 1labllltles E - - L] L] [} 5 “"19 .}...O "'5 9 "6 8
Foreign assets (increase w) P 67 20 -28 -8 -1 -11
Monetary gold (increase =) . . 1 - 1 - - - -
Net errors and omissions . . . . 12 5 ~11 L6 20 7 1

Source: International Monetary Fund, International Financial Statistics

(Washington, D.C.).

a/ Years beginming 21 March.

2/ Preliminary.




Public finance

Revenue and expenditures of the public sector in Iran have expanded sharply
in recent years, but no data are published on consolidated accounts of government
operations. 5/ A rough estimate of consumption and investment in the public secto:
ig given in table 9, which shows that they have increased from a fotal of
$320 million in 1955/56 to $535 million in 1957/58 - two-thirds of the increase
having been absorbed by investments. As a result, the share of the public sector
in total national expenditures appears to have risen from 15 per cent to over
20 per cent. Because of the relatively important position of the public sector
in the national economy, its operations have exerted = great influence on the
movenent of prices.

Table 12 gives data on actual ordinary revenues and expenditures of the
Central Government and the oubstanding domestic loans of the public sector,
including all governmental agencies., Governmen® finance has exerted strong
inflationary pressures, since expenditures have consistently exceeded by large
amounts revenues from domestic sources. These inflationary pressures have o a
large extent been offset by an impoxrt surplus, largely made possible, since
mid-1953, by United States financial aid. The net effect of the operation of
the public sector has been somewhat inflationary throughout the period under
study, excluding the year 1955/56, The outstanding net domestic debt (excluding
deposits) of the public sector increased by three times between l950/5l and
1954/55 and, after a small decline in 1955/56, expanded again in 1956/57. Since
these loans were contracted with the Bank Melli Iran through credit expansion,
they contributed to the rise in prices. In fact, the price level seems to have
moved in the same direction as the net domestic public debt,

During the period 1951 to 1953, government revenues declined sharply
because of the stoppage of petroleum reverues and the decline in customs
receipts resulting from reduced imports. On the other hand, despite a sharp
reduction in the Government's development outlays, §/ expenditures rose
subgtantialily, due to a large deficit in the budget of the National Tranian
0il Company. 1/ As a result, the cutstanding net domestic debt of the publie
sector rose from 5.2 billion xials in March 1951 to 14,0 billion riale in
March 195k.

5/ It is estimated that gross expenditures of the public sector {including
outlays of the Treasury, Plan Organization, National Iranian Cil Company,
Reilroads Administration, municipalities, government establisbments and
other public agencies) amounted to about $750 million in 1957.

6/ Largely because of shortage of funds, the Plan Orgenization was able to
spend only 28 per cent of projected expenditures in its first five years
of operation.

7/ During the first three years of its operation (March 1951-March 1954},
the Naticnal Iranian Cil Company incurred z debt of 3.5 biliion rials
in order to keep its labour force intact for the resumption of oil
operations in future.




Table 12. Iran: Actual Government Reverues and BExperditures
and Qutstanding Domestic Loans

(Millions of rials)

Item 1950/51 1951/52 1952/53 1953/54 1954/55 1955/56 1.956/57

Covernment budgets:
Expenditures . . . . . » . 8,700 9,563 8,815 10,458 12,305 15,100 17,8LO
ReVveres . « « « » « « « » 8,100 7,409 6,804 8,346 9,982 11,260 16,690
Deficit, sovernment
budgets + « . . . =600 -2,154 -1,921 -2,152 -2,323% 3,840 .1,150

Financing deficit:

United States aid . . . - - - 1,758 2,325 3,620 1,520

Other sources (net) . . 600 2,154 1,921 394 -2 220 -370
Total, financing

deficit . . . 600 2,154 1,921 2,152 2,323 3,8k0 1,150

Cutstanding domestic loans
gnd deposits of public
sector (end of period):

Qutstanding loans:

Treasury « « « « « » « « 6,395 7,675 9,622 10,604 11,272 131,426 12,01k
Government agencies . . 1,322 1,786 3,217 5,266 6,147 6,708 7,35k
Certificate account . . - - - 1,550 1,512 1,046 1,426

Total, outstanding
loans .« . . . . 7,717 9,k61 12,839 17,460 18,931 19,180 20,79k

Cutstanding time and
demand deposits . . . . 2,542 2,04k9 2,100 3,482 3,733 4,381 Lk,002

Outstanding domestic debt
to Bank Melli Iran (net) 5,175 7,412 10,739 13,978 15,198 14,799 16,792

Source: Bank Melli Iran, Balance Sheet (Tehran); United States Government,
United States Aid Operation in Iran, Hearing before a subcommittee
of the Committee on Government Operations, House of Representatives,
8hth Congress (Washington D.C., 1956).
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The sitvation changed considerably after August 1953. There were large-scale
United States grants in the following three years, but these decliined in 1956/57.
0il operations were resumed in late 1954 and revenue from this source continued to
rise sharply - reaching a record level of $210 million in 1957 as compared to
$152 million in 1956 and $45 million in 195C. Other government revenues also
increased because of a large increase in imports and other economic activities.

In addition, as pointed out in the discussion on balance of payments, several
loans were contracted abroad. Government expenditures, on the other hand,
continued to soar, due largely to the increasing expenditures on development
projects as well as to a rise in salaries and military expenditures. The
increased avallability of funds permitted a great expeansion in the development
activities of the Plan Organization (see table 13). Capital expenditures of
the National Iranian Cil Compeny also increased, amounting to nearly $40 million
in the periocd between October 1954 and March 1957. §/ The Government continued
to resort to internal and external borrowing, and the net outstanding domestic
debt of the public sector increased from 14 billion rials in March 1954 to

16.8 billion rials in March 1957.

The price level in Iran may continue to rise moderately in the immediate
future. Investments, in both the private and the public sectors, are expected
to continue to increase. The Central Bank is authorized, as explained above,
to issue additional currency in the amount of seven billion rials ($93% million)
and extend credits to private enterprises engaged in agricultural and industrial
activities in the next five years. In the public sector, efforts to reduce the
deficlt in the ordinary budget may be more than counterbalanced by an increase
in development expenditure., Foreign aid has gradually declined in recent years
and there is no guarantee that it will continue even at the present reduced level.
Although the net effect of these forces may be inflationary, other forces may be
expected to have a deflationary tendency. Increasing petroleum income, which
will result from the large-scale development in Iran and rising world demand
for oil products, together with loans contracted abroad, will permit the
expansion of imports and the maintenance of larger import surpluses. It is
also expected that the large investments which are now being made will start
to bear fruit in the near fubure by adding to the supply of domestic goods and
sexrvices,

§/ National Iranian Oil Company, Naft, No. 6, 1957 (in Persian).
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Table 15, Iran: Actual Revenue and Expenditures
of the Plan Organization

(Millions of rials)

Ttem 1954 /55  1955/56  1956/57  1957/58%/
xpenditures:
Agriculture and irrigation « - « . .+ . 157 23 1,633 3,253
Tndustry and mining . « « « & v 0 . . 371 718 1,379 1,785
Transport and communications . . . . . LL8 1,5k 3,300 5,510
SOcial .« s & & 4 4 4 & ¥ + ¥ ¥ & u = = 67 685 1}301 2,556
Administrative and other expenditures. 807 832 390 220
Total expenditures 1,850 Lk, 410 8,002 13,12k
Receipts: !
Petrolell YEVENUES « « « « o o o + o o 1,059 4,100 5,330 8. 160 |
Other TEeVEnUES + + « = o = s & + s = 719 220 Bl ’200
Total revenues 1,770 b, 320 5,674 8,660
Borrowing fron Bank Melli Iran . . .« . skg 25 1,313 .
Borrovwing Trom TBRD o o ¢ & o o o o - - 750 4,875
Other receipts (net) « « v « o « + o » L7 65 265 111
Total receipts 1,850 h,k10 8,002 15,12k
Source: Data obtained from the Bank Melli Iran. %
a/ Bstimated. E
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Table 1. Iran: Money Supply and Oredits Granted by Banking System%/

(1illions of rials)

Ttem 1950 1955  195% 1955 1956 1957 1957
August

Total money supply « o « 14,218 17,762 21,897 23,420 ol 562 28,894 29,302

Currency in circulation. 6,878 8,581 10,075 10,878 10,777 11,676 10,796
Private demand deposit . 7,340 9,181 11,822 12,542 13,785 17,218 18,586

% Total credits granted by
: barks, + « - o o+ o o« U060k 18,230 23,637 26,509 28,370 30,887 32,710

Private sector . . « « « 5,143 5,391 6,177 1,550 9,190 10,093 12,614
Public sector . . . . . 9,461 12,839 17,460 18,931 19,180 20,794 20,096

Ppeyrcentages

Total money supply - » « . 80 100 123 172 128 163 165
Currency in circulation. 80 100 117 127 126 136 126
Private demand deposit . 80 100 129 137 150 188 202

Total credits granted by
BENKS » o o s s e e 4 e 80 100 130 145 156 169 179
Private sector . « « o » 95 160 115 140 170 187 23k,
Public sector .+ . + « - T 100 136 by 149 162 157

Source: Bank Melli Tran, Bulletin and Balance Sheetb.

a/ Twelve months beginning 21-22 March of year stated.
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IRAQ

Econondc background

Since 1950 Irag, enabled to do so by the increasing revenues from oil, has
embarked upon a major development programme, the aim of which is to equip the
country with such production facilities that, if and when the oll wealth tapers
off, 1t can maintain an adequate and growing income on a permanent basis. To this
gim Iraq has been devobing 7O per cent of its oil income, not all of which has
actually been spent because of inevitable time lags between planning and execution,
particularly in the initisl stages. The remaining 30 per cent is allocated to the
ordinary hudget.

The relatively large size of the development programme that has been under
way since 1950 is in itself a potential cause of inflationazry pressure. Direct
revenue from oil reached ID 73.8 million in its peak year, 1955, but declined to
D 8.8 million in 1956; it had been expected to reach ID 80 million in 1957, but
actually dwindled to ID 48.9 million in that year because of the Suez c¢risis and
the temporary cessation of the oll flow through the pipelines to the Mediterranean
terminzls. Oil consumption in western Burope, the main cutlet for Iragi oil, is
increasing at a compounded rate of over 10 per cent a year; and Iragi oil
production and royalties are likely to grow along with it, provided that larger
pipelines and more losding facilities are made available,

The investment programme has been revised upward more than once., The credits
for 1955-1959, originally put at ID 304 million, have recently been increased to
ID 500 milliicn, to cover the period 1955-1960, The bulk of the investment goods
has come from imports, in turn financed with the foreign currencies aceruing
from oll royalties; local resources have so far adequately met a growing local
demand, and no serious bottlenecks in factors of production have appeared. Yet,
since it is expected that the ratio of disbursements to allocations will rise,
0il income will grov, and more and more projects will be under way, the demand
for local resources must be expected to increase. In these clrcumstances an
increase in the level of domestic production in sectors other than oil 1s a
necessayy condition for the avoidance of inflation.

National product and investment

The high ratio of investment to national product, made possible by the
income accruing from oil, has been steadily growing since 1950 to & very high
level and is expected to grow further.

National income estimates for 1956 were as shown in table 15.

Ve estimates are avallable on gross private investment in Traq. ;/ During
1956 the total value of such capital goods as excavating and grinding machines,

i/ stimates from the same source as that given in table 15 show only net
private investment.
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Table 15. Traqg: Composition of National Product
(¥illions of dinars; per cent of total)

Per cent of total

ITvem Millicns of
dinars Including oil Excluding olil

Value added by:

AGTicUltUTE o o o o + o & s s « = 70.0 2h 35
Manufacturing « + « « o o o o o @ 3.7 12 16
01l IndusSETY « « 4 o + o 4 o s 78.2 27 -
Housing and other building . . . 18.9 7 9
Wholesale and retail trade . o 1.0 11 1L
Transport « o o s » o o o o » & o 11.5 iy 5
SETVICES « v o s o 4 & s & 6 v s ho,1 17 23
Total, including oil . . 292,k 100 -
Total, excluding oil . . 214.2 - 100

Source: K.G. Fenelon, statistical expert to the Government of Irag,
extracts from a lecture delivered to the Kirkuk Fields Club,
11 June 1957,

tractors and agricultural machinery, trucks, engines and electric motors and
other items, which - according to their nature and to the conditions prevalling
in Traq - are most likely to have been imported to serve private operators,
amounted to some ID 23 million. More than half this amount must have been used
for imports of capltal goods eaployed in projects financed by the Development
Board., These would have been included in public capital formation and must be
deducted from the figure mentioned above, which leaves some ID 10 million to
represent private capital imports, including about ID 5.5 million imported by
il companies. g/ During the same period about 10,000 building permits were
yeleased, and the private investment involved cannot have amounted to less than
ID 10 million. Increases in trade stocks attributable to the growing volume of
import trade, together with other items of private investment, must have amounted
to at leagt another ID 5 million. Altogether, the order of magritude of gross
private investment during 1956 could not have been less than ID 25 million, and
may have been more,

During the same year public investment out of the Development Budget amounted
to ID b5 million, to which should be added ID 5.30 million of loans and advances
to other public authorities. Public investment out of the ordinary budget might
nave amounted to 5 to 10 per cent of total outlays, that is, around ID 5 million.
Thus, total public investment, even excluding municipalities and government
agencies - for which investment figures are not available - should have been
over ID 55 million. If approximately ID 25 million of private investment is

g/ Government of Iraq, Directorate General of Customs and Excise, Foreign Trade
Statistics, 1956 (Baghded).

-52m




added to this, the figure for total gross investment, public and private, reaches
ID €0 million. Since the total national product of Iraq was estimated during the
same year at ID 292 million, the ratio of total gross investment to national
product might have been about 27 per cent, and the ratio of total net investment
to national product could not be very much less than 20 per cent. Buch 2 high
rate of investment may involve considerable inflationary potential.

Price movements

Price trends show a moderate increase throughout the period 195%% -
September 1957, with a faster rise in the cost of living than in the wholesale
price index (table 16)., These increases are more or less in line with price
increases in most world merkets. The fact that the ratio of imports to national
product is rather high (ID 87.63 million of foreign goods entered the country in
1956, while during the same year the national product was estimated at
1D 2924 million, including oil, and at ID 214.1 million excluding oil) might
sccount for the phenomenon that the index of wholesale prices - with g higher
import component than the cost of living index - rose more slowly than the latter.

As to wholesale prices, the largest increases are in foodstuffs (meat and
dairy products) and in building materials. Textiles, on the other harnd, showed a
decline. The cost of living index has been meostly affected by the increase in
foodstuffs, while the index of the clothing section showed, in 1956, a slight
decreage compared Lo the 1953 level.

Table 16. Irag: Indices of Price Trends
(1953 = 100)

Year Vholesale Cost of

prices living
L 56 90
L 97 101
1956 @ v v v v e e e e e e e e e e e 10k 108
1957 (September) « « v v v v v o o 4 . 108 113

Source: International Monetary Fund, Internabional Financial Statistics
(Washington, D.C.), February 1958.

Vege level
Indicaticons are that most of the surplus agricultural labour may already

have been absorbed by the increasing demand in other parts of the economy.
Between 195% and the beginning of 1955 the number of workers on the payroll
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of the Development Board alone rose from 5,000 to 27,000 and must be much higher
by now., That skilled workers are in very great demand is proved by the fact that
they are currently hired st salaries up to ID 1.50 a day, vhile the semi-skilled
workers employed by firyms under contract to the Development Board received
salaries up to about 500 fils a day in 1954, While there may still be some
rural under-employment or seasonal unemployment, chronic unemployment has
practically disappeared even among unsikilled workers in urban areas., The legal
minimum daily salary of 250 fils a day is applied scarcely anyvhere; probably
the prevailing level is close to twice as much. The over-all rate of inerease
in wage rates during 1955 and 1956 is estimated at between 10 per cent and

20 per cent, and this is entirely a consequence of a rising demand for labour,
since in Iraq there are no organized labour unions with any bargaining power. é/

Salaries and wages in 1956 accounted for only 22 rper cent of total national
income; they are likely to assume a larger share in the future. The non-ponetized
sector, estimated at 13 per cent of total income in 1956, wiil progressively
shrink, and as a consequence the economic system will become more sensitive
to inflationary pressures expressing themselves through monetary channels.

Public finance

The ordinary budget, which includes 30 per cent of the oil income, showed
moderate deficits in 1953/50 and 1954/55, and a considerable surplus in 1955/56,
followed by a substantial deficit again in 1956/57, as a consequence of a
decline in oil income following the Suez crigis (table 17).

Table 17. Iraqg: Actual Revenue and Dxpenditure
of' Ordirnary Budget

(Millions of dinars)

Year Revenue Expenditure Balance
1953/5% o v v e 0 o v e . k7.52 50.15 -2.6%
195L/55 « v L w s L e e e 52,18 55.80 -1.62
1955/56 & v v e b e e e e e e e e 65,28 55.27 10.02
1956/575/ e T Th 51 -12.85

Source: Ministry of Economics, Statistical Abstract of Irag (Baghdad, 1957).
a/ Estimated.

3/ Human Relations Avea Tiles, Iraq, 1956.
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Tn addition to the ordinary budget, there is a special development budget,
comprising funds earmarked for development purposes. The development budget
gshowed large surpluses in 1955/5&, 195h/55 and 1955/56, since disbursements on
the projects to be financed from the oil income could not keep pace with the
rapidly rising income itgelf. In 1956/57, increased disbursements and a decline
in income resulted in only a nominal surplus (table 18).

A complete picture of the over-all budgetary operations should include the
"related budgets”, that is, the Iraql State Railways, the Porxt of Basra, the FAO
dredging scheme and the tobacco monopoly, plus the budgets of the municipalities.
Detailed and complete information is not available beyond the fiscal year l955/5h.
The related budgets for the five-year period ending in 1955/5h are shown in
table 19.

It will be seen from table 19 that the deficits of the first two years and
the surpluses of the following three years are very small. This tendency towards
a balanced budget is likely %o have continued in later years. In conseguence,
it will be safe to disregard the effect of the special agencles and municipalities
upon the consolidated public budgetary operations, and take into consideration
only the ordinary and the development budgets. The combined effect of these
budgets appears in table 20.

The over-zll budgetary operations showed substantial and increasing surpluses
in 1953/54, 195k/55 and 1955/56, but a sizable deficit in 1956/57 because of the
temporary decline in oil income., These surpluses are not thought to have exerted

Table 18. Irag: Actual Revenue and Expenditure
of Development Board

(Millions of dinars)

. Direct Loans
rear Revenue expenditure disbursed Surplus
1953/50h v v v 0 v e e 35.28 ~12.26 -6.09 16.9%
1954/55 . . . 0 . e . .. hOUTE -20.87 ~0.85 19.01
1955/56 4 v v v v e 0w 60.75 -33.h2 -5.56 21.77
l956/57§/ C e e e e e e . 50.TT -45.00 -5.30 0.47

Source: International Monetary Fund.

a/ Estimated.




Table 19. Irag: Related Budgets and Municipalities

{(Millions of dinars)

Ttem 1949/50  1950/51  1951/52  1952/53  1953/5h

Receipbs:
Relabted budgets . » + + . . . 6,562 6.3582 7.319 7237 10.643
Municipalities . . . . . . . 5.h65 %.598 6.398 7.045 9.192
Total receipts 10.027 9.980 13,717 1k .282 19.835

Bxpenditure:

Related budgets + . . . « » . T.250 T.271 6.83h T.27h 9,869
Municipalities . . . . . . . 3.4h43 3.936 5.001 5,781 8,L37
Total expenditure 10.69% 11.207 11.835 13.055 18.3506
Fet balance « « « o « v + « . 0.666 1.227  t 1,882 o+ 1.207 + 1.529

Source: Human Relations Arvea Files, Irag, 1956,

Table 20. Iraq: Ordinary and Development Budgets - Combined
Balances of Actual Accounts

(Millions of dinars)

Year Qrdinary Development Overw~gll
budget budget net balance

1955/5h o o oo 0w L . -2.43 + 16.93 + 14,50

1950755 © L. . . -1.62 t 19,01 + 17,39

1955/56 & 0 0 . . * 10.02 + 21,77 * 31,79

1956/57§/ e e e e e e -12.85 s ~12.36

Source: International Monetary Fund.

a/ Estimated.




gtrong disinflationary pressures, since for the most part they represent an
increase in the foreign assets of the public sector. Nor is the deficit of
1956/57 likely to have exerted any strong inflationary pressure, because 1t was
possible to maintain imports by drawing wpon sccumilated balances of foreign
exchange .

Money and credit

From the ead of 19535 to the end of August 1557, money supply went up from
ID 51 million to ID Th.9 million, representing an increase of 47 per cent, which
does not seem out of proportion with the expanding volume of ecoaomic activity
(table 21).

During the period under consideration government deposits increased by
121 per cent, current deposits with commercial banks, by 61 per cent and savings
deposits, by 87 per cent.

The large volume of development expenditure did not bring about a
proporticnate increase in money supply because of its large foreign exchange
component, defrayed by drawings on foreign exchange arising from the oil income.

Foreign reserves vere more than adequate to finance an increasing volume of
imports, for development as well as for consumption, and, up to the end of 1656,
they showed the following considerable increases from year to year: E/

Foreign exchange reserves
(Millions of dinars)

1953 v v v 4 e s e e e e e e e . 85.0
L Ko ¢
1955 + v 4 4 s 4 v s s s s e s s . 127.0
1956 v v v s 0 4 s e e v o o .. . 1389
1957 o =« 4 o s v ¢ + o« 4+ o« & 120.9

ﬂ/ Intexrnational Monetary Fund, International Financial Statistics, February 1958,




Table 21. TIrag: Money Supply and Deposits

(Millions of dinars)

Ltem 1955 195k 1955 1956 1957
MOE??QZ?EPégp£;§i§§HTy.a?d. 51,0 6l.2 65.1 73.5 7u.9§/
Government deposits . . . . 40,8 62,5 85.7 90.1R -
Current depeosits with C/

commercial banks . . . . 16.6 19.4 21.3 2h.5 26,8~
Savings deposits . . . . . 10.8 12.0 14,0 17.4 20.22/

Source: International Monetary Fund, Internationsl Financial Statistics,
February 1958,

a/ End of August.
b/ End of June,
¢/ End of September.

In 1956/57 the Buez Canal criesis and the interruption of the flow of oil
through the Irag Petroleum Company pipelines resulted in a decline in oil
reverues to the amount of around ID 30 million. In oxder to carry on the
development programme, even at a somevhat reduced speed, it became necessary
to convert part of the previously accumilated foreign reserves into Iragi dinars,
50 thet the level of reserves increased in 1956 by only ID 12 million as against
an average level of increase of ID 20 million during each of the three previcus
years, and eventually decreased by ID 18 million during the first eight months
of 1957. On the cther hand, the accumulation of government deposits had almost
come to a standstill by mid-1956. No data are available after this period,
but the fact that the Government negotiated with the oil companies a non-interest-
bearing loan for ID 25 million indicates that budget deficits must have occurred.

Actually, for the first time since the commencement of the Development
Board's operations, a substantial deficit is forecast in l95?/58, amounting to
over ID 40 million. This deficit might dvindle during actual operations, but
some imbalance can be expected.

Foreign trade and balance of payments

The main defence against inflation in Irag 1s the Possibility the countyy
enjoys, as a consequence of its large availabilities of foreign income, to check
rises in prices by means of large imports. Izaq has abundant sterling resources
and, even if it is a part of the dollar pcol (as a member of the sterling area)

bl
it benefits from especially liberal hard currency availabilities, With the




excepbion of 1956, when, due to the Suez crisis, 0il revenue fell short of
expectations, there has been a consistent surplus in the balance of payments
(table 22).

During the period 1952-1956, foreign reserves went from ID £5.8 million to
1D 158.9 million - a net increase of ID 73.1 million - followed by a decline of
1D 18 million between Jenuary and June 1957. The surplus in the transactions of
the oil sector has supplied the foreign currencles necessary to pay for a sharply
inereasing volume of imports: ID 113.41 million in 1656 as against
1p 68.34 million ir 1953 (and ID 37.59 million in 1950}, an over-all increase
of 66 per cent. The largest increases are in paper products (137.% per cent),
sron and steel (79.9 per cent), pharmaceuticals (79.9 per cent) and industrial
machinery (65.5 per cent). The increase in the import of focdstuifs has been
1over {4%.2 per cent), and in textiles almost negligible (1.6 per cent). dore
details are given in table 23.

Exports, even if petroleum is lncluded, rose mare slowly than imports during
1953-1956, by 21 per cent as sgainst the 66 per cent increase in imports during
the same period. Exports, excluding petroleum, covered approximately one-third
of imports in 1952: ID 19.97 million against 1D $1.79 million. This ratic
dropped in 1956 to a little more than one-ninth: TID 1%.17 millicn as against
ID 11%.41 million. The reduction in the volume of exports is due mostly to the
halving of the volume of foodstuffs, while rav textiles (vool and cobton}, with
fluctuations during the period under consideration, were much the same in 1956
ag in 1950: ID 2.33 million as against ID 2.46 million.

Pable 22, Irag: PBalance of Paymerts Summary, 19531956

(Millions of dinars)

Ttem 1953 1954 1955 1956
Transactions of the oil sector . « + + 55.30 66.39 9%.72 79.91
Other goods and services . . . « « « +» =32.73 -b7.65 ~16.05 -91.03

Net goods and services . . . . o * 22.57 + 18,7k + 17.67 ~11.12

Source: International Monetary Fund, International Finsncial Statistics,
Pebruary 1958.




Table 25. Irag: Foveign Trade, by Principal Commodities, 1953-1956

(Millions of dinars)

Ttem 1953 195k 1955 1956
Imports:
FoodstufTs « « o v o o o o o o & « 10.22 12.11 13.69 ik .6L
TextilesS « « o o o o o o o o o s o 10.40 11.85 12,44 10.57
Pharmaceutical products . . + .« . 2.09 2.66 3,54 3.76
Paper Products o o » 4 o v v s oo 1.4 1.63 1.61 5.18
Machinery, autos, iron and steel . 30.09 28,07 40.09 ho,82
Construction « + v & v & o & o « 1.46 1.61 5.27 2.607
FUelS o+ o v o o s o o & s« 5 s + 0.02 0.02 0.01 0.0k
Migcellaneols o+ « + o o o & s o o 1.64 2.09 2.25 2.95
Total imports 57.26 60.0k 76.90 87.63
Exports:
Foodstuffs + « o ¢ o & & & & & o b2 ik.36 10.91 7.89
Cotton and wools o v v o 4 & « « & 1.46 1.23 2.09 2.33
Miscellansous « « o « o « o « o o 1.15 0.75 0.9% 0.94
Total exporits, excluding
petroleull . . . . . . 17.03 1634 13,93 11.16
PetroleUm o« » « o o « o « o « « « 120,07 15k ,64 168,13 156,64

Tctal exports, including
petrolewn « - » « o . 137,10 150,98 182.06 167.80

Source: United Nations, Yearbook of International Trade Statistics, 1955
(sales No.: 1950.XVII.0.L) and vol. 1, 1956, {Sales No.:
1957.XVIT.6.vol.1).
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Iraq had adequate income and forelgn exchange availablie to finance this
growing foreign trade gap and to increase its foreign exchange reserves and
government deposits at the same time. AL the end of a six~year period of heavy
development outlays, however, exports other than oil decreased and domestic
production of consumer goods did not greatly expand, This is attributable
chiefly to the fact that development consigted largely of long-term capitalization
vhich has not yet borne fruit, vhile income generated therefrom was partly used
to bid for export goods.

Specisgl Teatures of the economy

While population inereased from 4.8 million in 1947 5/ %o 6.5 million
according to the 1957 census, domestic production of goods and services olher than
oil did not in general increase greatly. Apart from oil production, which
represented 27 per cent of gross national product in 1956, the largest sector
is agriculture (2& per cent). Industrial productiocn is not shown separately
in the estimates of national produect recently released. Manufacturing is grouped
in one sector with building and contracting; togetheyr these account for 12 per cent
of the national product. Output from manufacturing has increased markedly during
the period under consideration 6/ (continuous data are not available), but its
added value is not a large fraction of national product.

The effects of the development projects are not velt felt in agriculture to
any large extent (table 24), apart from protection against floods and consequent
crop damage, as afforded by the already complete Wadi Thartar and Habbaniya
schemes, whose total cost, ID 24.5 million, is estimated to aglal the total amount
of damages in one single ruinous flood year - l95h, for instance. Z/

Development plans, however, aim at a considerable expansion ¢f cultivable
end irrigated areas. Most of the large sums so far invested for agricultural
development have not yet paid dividends, partly because many of the projects
are not completed, and partly because construction of dams, reservoirs and
main lrrigation canals must be followed by consiruction of field canals,
resettlement of the population, rural housing, sanitation projects, extension
work and dissemination of expert kunowledge before they can result in a
substantial increase in production.

In 1954, 2,7 million hectares were under dry farming and almost 2.5 million
hectares were under various systems of irrigation, but only asbout 2.9 million
hectares were actually productive because of the fallow system. The total
agricultural programme of the Development Board will result in approximately
1.5 million hectares of new cultivated land - 600,000 hectares in the Euphrates

b e

5/ Humen Relations Area Files, Iraq, 1956.

é/ Especially in such new sectors as oil refining, and in conventional ones
such as textiles, cement and sugar.

7/ The Econcmist (London), 22 June 1957.
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Table 24, Iraq: Agricultural Area, Production and Yields

(Thousands of tons, except as indicated)

Crop and item 1952/55  1953/5hk  1954/55  1955/56  1956/5°
Wheat:
Production « v v 4 o 4w a . . . TE2 1,160 L53 776 1,1C0
Area (hectares). « « +« « + . . o 1,182 1,390 1,ke5 1,31k 1,456
vield (kilogrammes per hectare). 640 830 310 590 750
Barley:
Produchion + « o v o o o « « . . 1,111 1,239 757 1,066 1,305
Area (hectares) .« . & o « 4 . . 1,096 1,122 1,205 1,171 1,240
Yield (kilogremmes per hectare). 1,010 1,100 620 910 1,050
Rice:
Production « « + « o =« v w4 « . 163 180 83 110 vee
Area (hectaresS)e « v « o o o o 95 120 5L 70 “ea
Yield (kilogrammes per hectare). 1,710 1,500 1,530 1,570 “en
Cotton - v & v &« v v ¢ v v « 4 o W 3 3 7 9 oo
Dates v v v v v s 4 4 v e v s . . 371 365 kel 300 .

Source: Food and Agriculture Orgenization, and for 1956/57, Irag Times,
25 September and 9 October 1957 (Baghdad).




pasin and 900,000 hectares in the Tigris pasin - all under irrigation. §/ Irag
pas two main assets on which it can depend for a future increase in domestic
Product: large areas of good unexploited land and large amounts of irrigation
water from its river system; this latter the Development Board is putting to use.

Traq has some special agricultural problems which are likely to retard the
expansion of agricultural production. Due to prevailing soil conditions, the new
gystem of irrigation, without drainage, causes salination and ultimate sterility
of the land. It has been estimated that in Irag, in recent years, 20 per cent
to 30 per cent of the cultivable - mostly irrigated - land has been abandoned
pecause the salt content hed reached the critical point. A salt content of more
than 0.5 per cent renders the soil unfit for the cultivetion of wheat; with more
than 1 per cent no barley can be grown; with more than 2 per cent, not even dates.
Much of this land is recoverable by special "} gundering’ processes, end drainage
will prevent salination in newly irrigated lands, but until the farmer becomes
fully aware of this state of affalrs and familiar with the proper way to avoid
the danger, large areas of land may be brought under cultivation at great cost
and with poor resulis.

Rotation of crops is not a prevalent method of cultivation in Irag; the
fertility of the soil is restored by the fallow system, which keeps 50 per cent
of the land, rain-fed and irrigated alike, out of production. This drastically
cuts the economic yield of irrigation works; salination and the spread of
diseases associated with irrigation eat into the remaining 50 per cent. The
situation is further complicated by the problems posed by an antiquated and
complex system of land tenure prevailing in large parts of the area. g/

P

So far, the execution of the development programme, amply financed from the
0il income, has not caused any significant inflationary pressures. This has been
largely due to the abundance of foreign currency, permitting a high level of
import of consumer goods as vell as of capital equipment for development projects,
and also to the existence of a sizable pool of under-employed rural labour from
vhich manpower was obtained for development projects. It does not seem likely,
hovever, that a much greater labour force can be moved from rural to urban
employment without impairing agricultural production, wnless methods of production
are changed. Shortage of labour could therefore become a bottleneck to
development.

Development allocations for the 1955-1960 six-year plan are expected to
rise sharply from ID 61 million in 1955/56 +o an annusl average of more than
ID 90 miliion in the later years of the plan. Even though allowance should be
made for underspending of development funds, as in the past, it must be expected
that the volume of investment and the demand for labour and other local factors
of production will be stepped up in the near future. The new 1955-1960
development plan, with its great ewphasis on congtruction, in absolule as

§/ Ruman Relations Area Files, Iraq, 1956.
9/ Ivid.
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well as relative value, significantly increases the demand for local factors of
production, as may be seen from the following figures: 10/

1955-1959 1.955-1960
Millions per cent Miliions Per cent
of ID of total of ID of total
Building and housing . . . . . . . 48,650 16 104,360 20.9
Total PYOETammE . 4 4 o « » » o o 304,306 100 500.007 100.0

As Irag evolves into higher stages of economic development, it will probably
become increasingly apparent that, desplte the large availability of foreign
currencies, imports camnot satisfy all the reguirements of a growing economic
activity.

In many cases the last stages of projects structurally completed or under
way will have a larger local currency component than their basic phases -
for instance, the bullding of field irrigation canals leading from irrigaticn
dams and reservoirs; and the settlement upon newly irrigated lands will en®ail
a much higher dewand for labour and domestic materials than the building of the
main dams. In other cases putting into operation new manufacturing and
processing plants, such as textile factories, sugar factories and cement works,
will create a further demand for local manpover and supplies, Moreover, under
the impact of the development plan, private consumer demand is likely to gain
momentum in the foreseeable future. This would constitute an inflationary
potential unless there is a corresponding expansion in the output of domestic
goods and services,

10/ Bureau of Documents for Syria and Other Arab Cowntries, L'dconomie et
les marchés des pays arabes (Damascus), No. 37, 1957.
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IBRAEL

Since the estaeblishment of the State of Israel, in May 1948, this country
nas been confronted with the major tasks of bullding up its production
facilities while maintaining a relatively high level of living for a rapldly
increasing population and meeting the large requirements for current government
outlays for defence and the settlement of immigrants. The country's substantlal
efforts to perform these tasks against a background of very limited natural
resources have inevitably brought about strong inflationary pressures, despite
the heavy reliance of the economy upon forelgn resources, largely unrequited,
and upon imports.

At the present stage the country is still far from achieving an external
financial eguilibrium., Without further external financial aid, it is doubtful
whether the progress sc far achieved can even be maintained, especially in the
face of a continuing - possibly heavy - influx of immigration.

The effects of inflationary pressures on price and cost levels have been
ephanced by the continuous increases in real wages ~ which in turn reflects
the strong position of the Israel trade unions. The prevailing cost of living-
yages link is one of the main instruments of the trade unions' policy. Its use
strongly magnifies the inflationary pressures inherent in a fast pace of growth.

A%t the present stage, inflation is one of Israel's greatest obstacles to
achieving its aims in a reasonable amount of time. To what extent inflationary
pressures prevail in the country and whai effect they exercise on economic
growth will be dealt with below.

Availability and use of resources

Tn recent years the aggregate demand for private consumption, public
expenditure and private investment has apparently exceeded the value (at constant
prices) of goods and services available from domestic production, as can be seen
from table 25.

Another feature of Israel's economic growth in recent years is that
consumption has been exceeding net output, for the reason that some resources
from abroad have been used for consumption. This does not mean that private
savings are not accumulated, bul that certain groups, especially the Central
Government and other public bodies, actually dis-save more than other groups
save., Table 26 shows this trend in more detail.

Total uses at current prices exceeded available resources at congtant
prices by about £ 259.1 million in 1954, £I 420 million in 1955 and
£7 687 million in 1956. The widening of the gap between constant and current
prices is an indication of net inflationary pressures. Actually, the gap may
not be as wide as it appears in view of the fact that imports are tabulated




Table 25, Israel: Resources at 19535 Prices,
and Uses at Current Prices af

(Millions of Israeli pounds)

Item 1953 1954 1955 1956

Available resources:g/
Gross national product . o » &« & » « . 1,349,0 1,643.3 1,78%.4 1,976,1
Resources Trom abroad . . « o o o & 317.0 300.6 h26.6 450.9
Total, available rescurces 1,666.0 1,943.9 2,211.0 2,467.0

C
Use of resources:—/

Public consumpbion « + o « o o o o o s 2h5,0 343,0 h36.0 689,0
Private consumption . . . . . « «» . » 1,088,0 1,hkk.0 1,644.0 1,850.0
Gross investment . v v o 4 4 & + o o . 333.0 4i6.0 551.0 615.0

Total, use of resources 1,666,0 2,203.¢ 2,6%31.0 3,154.0

Source: Bank of Israel, Bulletin, No. 10, 1959 (Jerusalem); Reply of the
Government of Israel to the United Nations National Accounts
Questionnaire, 1957; resources converted into base, 1953=100.

a/ WNational Accounts, 1953-1956.
E/ 1953 prices.
¢/ Current prices.

Table 26, Israel: National Accounts, 1953-1956, at Current Prices

(Millions of Israeli pounds)

Item 1953% 195k 1955 1956

Grosgs national product . . « o o« .+ « « o 1,349 1,771 2,122 2,509
Depreciationn o« o o s + o o & s s & » s o 80 100 120 150
Net product o o o o o o o o o« 5 = « « « 1,267 1,608 1,988 2,337

Total consumption
(public and private) « . . « =« + « « « 1,333 1,787 2,080 2,539

Excess of consumption over
net Product v 4 v v 4 e w0 v s e e e 66 179 g2 202

Source: Bank of Israel, Bulletin, No. 10, 1958; Reply of the Government
of Israel to the United Wetions National Accounts Questionnaire,

1957.
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at the official rate of exchange, which is lower than the effective rate, }/
This might over-cmphasize the imbalance between demand and supply at constant

The growth of national product, from £I 1,349 million in 1953 to £I 2,509
in 1956, is not entirely & reflection of the growth in physical output, since a
good part of it represents price increases., Table 27 shows the components of
gross national product in real as well as in monetary terms.

It will be noted, however, that the increase in physical volume of domestic
product has exceeded the increase in price. Both the gross and net national
product show a volume increase of 47 per cent in 1956 over 1953, whereas the
price increase was only 26 pexr cent. The picture is different with respect to
the foreign sector. The prices of both imports and exports show a greater
increase than the volume. This is accounted for mainly by a substantial decline
in the exchange value of the Israeli pound, which affects export as well as
import prices, since the bulk of Israel's exports are quoted in foreign exchange.
Export prices have risen more than import prices because of an additional
factor - the indirect subsidization of imports through the exchange mechanism.

The growth in national product represents growth in both consumption and
investment. It ig important to note that the growth in volume of public
consumption by far exceeded that of private consumption. While private
consumption rose by 3% per cent in 1956 over the 1953 level, public consumption
almost doubled, which is an indication of the growing importance of the public
sector, particularly with reference to the effect of its behaviour on the price
level.

&/ The official rate of exchange, at which transactions are converted, is
£7 1.80 = US $1.00, whilein certain cases proceeds from Israel's exports
are converted by the Government at the rate of LI 2.65 = US $1.00.
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Table 27. Israel: Volume and Price Endicesé/
(1953 = 100)
Ttem ' 1954 1955 1956

Net national prcduct:

Volume indeX + « + o o » o« o « 2 s « o 8 o » o 122.9 136.6 147.5

Price iNG8X o+ o s o o s s o 8 & o o o & « o o « 107.1 115.5 126.5
Gross national produch:-

Volume inde}{ o 8 ® B W & & B & & & ® % & ® #® 4« @ 1220;‘}’ 155.9 lll'ToO

Price indeX + v & o v + « o o 5 s 5 & 0 6 o 5 107.2 115.8 126,5
Tmports:

Volulte INBEX w o « o o o o o o s o o o 5 s » o » 109.2 116.7 1364

P:fice index a L] - = L] L] 1 & L] - L] & L] * L) L] L) L] 15807 ;1»1*'_(.6 }.56.
Total available resources:

Volume indeX o o o o o o o o« o s » s @ » o s o o 118.6 130,3 k4,0

: Price indeX v v o o » o 5 o 8 3 8 o 8 o + + o+ » 11k.9 12%,6 134,0

Public consumption:

Volume inEEX & ¢ o o » = o s » s o v o a o » @ » 126.8 ikp,2 197.8

Price indeX o v v o o « o s o6 s o o = 5 5 o & = 110.6 125.h 1k2,5
Private consumption:

Volume indeX o « v o s o o o » » o » v 2 @ s 8 . 118,28 127.1 1344

Price indeX o+ « v o v o 5 v s 8 8 » 8 6 o o = . 112.2 118.8 126,14
Gross investment:

Volume iNBEX o o « o o o s o o o s 5 o « o » o = 11k, 5 137.2 137.8

Price INdeX o « o o o « » 5 o6 o 8 » 8 o o = = s 109.1 120.7 1340
Exports:

VOLUME 1NAEX & o« o « s = » o a o « s s = & + s o 116.5 118.1 131.7

Price indeX v o o o o o o » 2 8 « o o v o s « 161,9 170.2 181.6

Source: Bank of Israel, Bulletin, No. 10, 1958; Reply of the CGovernment of
Israel to the United Keticns National Accounts Questionnaire, 1957.

a/ National Accounts, 1955-1956.




Price movements

As a consequence of these conditions, the price level has been rising
constantly (see table 28). A large increase is noticeable in wholesaie prices,
which went up by 51 per cent during the pericd 1953 to October 1657. The
increase in the building materials index was much sharper still: in the same
period prices more than doubled, due to the high volume of construction
activities for public works and residential housing, with a large input of
local factors of production.

Cost of living rose less - 37 per cent - during the period under
conslderation, mostly because of controls and subsidies. Subsidies account
for the moderate increase in the food price index, which rose during the same
period by 12 per cent only. Between 1953 and 1957, food subsidies disbursed
by the Government rose by £I 3.52 million to reach a figure of £I 35.04 million.

Table 28. Israel: Indices of Wholesale Prices and Cost of Living

(1953 = 100)
Ttem 195k 1955 1956 1956 1957
Wholesale prices, general . « « o« - 118 124 131 l59§/ 1512/
b
Building materials (residential), 148 170 203 206“/ EO,b
Cost of living, all items . . . . . 132 119 127 152§/ 1575/
FOO& o v o o o o v+ s s o o o o o 103 106 110 1102/ 11022/

Source: Bank of Israel, Bulletin, No. 6, December 1957,

a/ October,
b/ Beptember,

Population trends

A fast-incressing population is one of the causes of growing aggregate
demand for private consumption. The population increase is the effect not only
of a relatively high birth rate combined with a relatively low death rate, but
also of the influx of immigrants,

The total population in May 1948, when the State of Tsrael was established,
was 833,367, of which number 649,633 were Jews. At the end of 1956, the total
population was 1,872,408, out of which 1,667,455 were Jews. During the period
under consideration, the Jewish population inereased as set out in the table
below: 2/

2/ Central Bureau of Statistics of Israel, 1956/57.

e




Israel: Increase in the Jewish Population
Between 15 May 1948 and 31 December 1956

Number of
persons

Total. increase, 15 May 1948
to 31 December 1950 o« v +« « o & & + s + « o 1,017,822

Natural increase o, + o o o » « o & o o s o o 256,226
Migratory balance + o« o o o » « « s + = « « 5+ 761,596
Immigrants o« « v o o 5 ¢ 5 8 5 o+ 8 5 o8 o e 826,622
Net movement of residents . v o « o o o » & -718 ,947
Net movement of travellers . .+ « o o o o o T 13,921
Population at beginning of period « + « o + 649,633

Population at end of period + + « + « & « o« » 1,667,455

Often the new immigrants bring with them capital wvhich they spend partly
for censumption, and continue to receive remittances from abroad, a part of
which they also spend for consumption, thus inflating over-all demand without
contributing correspondingly to production, It is true that some of this
allitional consumption demand 1s satisfied by imported goods, but the volume of
these imports has not been increasing significantly during the period under
consideration, as is shown in the table below (in millions of doliars): é/

1953 1954 1955 1956 1956 1957

January-June

Tmported consumer goods . . . . 59,1 52.9 51.3 56.0 28,2 33.7

The fact that imports have not kept pace with the increase in consumption
demand has contributed to the strong pressure on the domestic price level,

Wage level

The 225 per cent increase in population for the eight-and-one-half-year
period shown &bove has resulted in a continuous expansion of the labour force,
Consumer demand has also been strengthened by a consistent increase in the
purchasing power of the wage earners, vhose wage level already favourably compares
with that of some industrialized countries of western Burope. There has been a
consistent wage increase for the period under consideration. The increase in
wage rates has been higher than that in cost of living and vwholesale prices. The

3/ Bank of Israel, Bulletin, No. 6, 1957.
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level of nominal wages rose by about 67 per cent between 1953 and 1956, while
the level of real wages rose by 21 per cent during the same period, as shown in
table 29, Although figures for 1957 are not availeble, it is believed that a
further rise in real wages was registered during that year.

Table 29. Israel: Wage Levels

Ttem 1953 195k 1955 1956

Average daily wages in manufacturing
(in Israeli pounds, at current

PricesS) w o o o o « » « v o & s+« 5.82 6.8k 8.kh 9,62
Tndex (1953 = 100) 100 117 145 165
Average daily wages in manufacturing
(in Israeli pounds, at constant

purchasing power) « « + « o » s « o 5,82 6.02 6.84 7.02

Index {1953 = 100) .+ « & o « « « 100 103 118 121

Source: United Nations, Monthly Bulletin of Statistics, January 1958.

The increased pressure on available resources was further enhanced by the
growth in the labour force and the decline in unemployment, as shown in the
following table (in thousands): b/

Number of unemployed in Israel, 1953-1957

1953 195k 1955 1956 1957
September
17.68 13.46 10.74 12.29 8.92

These figures do not give a full picture of the unemployment situation:
they exclude persons temporarily engeged in so-called "relief works' as well
as a large number of immigrants being assimilated into the working commnity,
whose contribution to the national product will inevitably remain for some
time negligible.

The existence of a wage-cost of living index has contributed %o a
coptinuous increase in production costs and thereby to increasing export
difficulties. Attempts are being made at least to moderate the impact of
purely seasonal fluctuations on the cost of living index or the impact of
fluctuations in the cost of living index upon the wage scalesby resorting to

4/ United Wations, Monthly Bulletin of Statistics, January 1958,
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such measures as temporarily increasing the size of food subsidies at strategic
rowents. The fact that an inflationary process is under way, however, has so far
caused these efforis to fail.

Public expenditure

Government expenditure hag been steadily increasing, not only in absolute
figures, but also relatively to gross national product. In 1950 it stood at
£1 88,37 million, vhich was 18.6 per cent of gross national product, in 1953 it
went up to £ 264,65 million, or 19.6 per cent of gross natlonal product, and in
1956 it reached £I 662,56 million - 26.4 per cent of gross national product.

Table 30 reveals that the major increases were in interest on public deb¥d
(I 1.71 million in 1950, £ 13.20 million in 1953 and £I 41,67 million in 1957)
and in national defence (£I 23.84 million in 1950, £1 16.13 million in 1953 and
£T 142,50 million in 1957).

This increased government expenditure was financed mostly by direct taxes,
indirect taxes and counterpart funds (originating from United States grants and
ferman reparations payments) until 1957, when increasing defence outlays caused
large domestic borroving.

The figures mentioned above do not give a full account of the defence
expenditure. The Finance Minister of Israel, in his budget speech on
9 November 1957, disclosed that defence expenditure preceding the Sinai campalgn,
together with the cost of the campasign 1tself, amounted to £I 350 million.
This necessitated an increase in the public debt, in foreign as well as local
currency. In 1956/57 the deficit in the defence budget amounted to £I 140 million;
of thig amount, £I 65 million were advanced by the Bank of Israsel, while the
rerainder, approximately £I 70 willion, was financed by means of current debts
to the banking system and by the postponement of payments to other economic
bodies.

It must be noted that the figureg in table 30 relate to the operaticns of
the Central Government, but exclude the municipalities, the Jewish Agency and
certain other public bodies. Acbual total public expenditure is far greater
than appears in government budgets, as can be seen from the figures on public
consumption (table 25) and public investment (table 31).

In 1953, total public spending for consumption and investment amcunted
4o £ 392.8 million, as opposed to £I 264.5 million on the government budget.
Similarly, the figures for 1954, 1955 and 1956 were £I 551.3 million,
£ 736.0 million and £I 1,039,0 million for total public expenditure, as
opposed to £I 356.21 million, £T 511.82 million and £I 662.358 million of
central government expenditure.
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Table 30. Israel: Budget Accounts®
(Miliions of Israeli pounds)

item 1950 1955 195k 1955 19562/ 19572/ 1958E/

°

e

Total expenditure . . 88.37 26L.65 356.21 511.82 662.56 688.61 856.75

Total oxdinary
“expenditure: . . . 53.17 163.87 192.02 301.34 386.99 Lho 85 579.25

Interest on public

debt . o « « W« . Ll.71 13.28 9.31  25.30 29.59 hi1.67 k5,00
Food subsidies . . 1.58 3.52 3.99 9.97 29.33 35.0k 56.10
Wational defence . 23.84 46.13 50.47 60.15 58.7h 1k2.50 182.61
OLher » » « « « « « 26,04 100.94% 128.25 205.92 269.33 230 .6k 295,54

Total development
expenditure: . . . o 35.20 100.78 16Lk.19 210.48 275.57 236,76 277.50

Housing . « « « « «»  9.85°. 15.75 19.1% 27.46  37.05 25.71 69.30
Development loans . 13.65 & 56.45 73.51L 97.58 121.60 118.99 131.45
Other « « « « « « » 11,70 28,58 71.5& 85,4k 116.92 gl 06 76.75

Source: United Nations, Statistical Yeaybook, 1957 (Sales No.: 1957.XVIT.1).

a/ End of March of year stated.
E/ Provisional.
2/ Estimated,

Investment

The increasing level of investment, public as well as private, is another
cause of expanding aggregate demand.

Data are not available for 1957, but indications are that the increase of
previous years has been maintained, Such high levels of investment are made
possible by the inflow of capital from abroad. In 195C gross investment was
approximately 20 per cent of total available resources, and almost 2 per cent
of the net national income at market prices. Its absolute level was somewhat
lower than that of the inflow of capital from abroad, because, as already pointed
out, part of the foreign resources was diverted %o copsumption. An inflationary
feature of this investment is that a large part of it goes into construction,
with a high input of local factors of production (%table 32).

The high level of expenditure on dwellings arises from the need to settle
large numbers of immigrants, close to one million of whom arrived In Israel




Table 31. Israel: Gross and Net Investument

(Millions of Israeli pounds ab current prices)

Ttem 1955 195k 1955 1956
Private investment . . . « . .+ . » . 185.0 207.0 251.0 265.0
public investment . . + . « . . . . . 147.8 208.3 300.0 350.0

Total, gross investment . . . . . . 332.8 b15.% 551.0 615.0
Amortization .+ v ¢ v 4 6 0 v 4 s s o 80.0 100.0 120.0 150.0
Net investment .+ « « « v & « « o o 252.8 315.3 431.0 465,0

Source: Reply of the Government of Israel to the United Nations National
Accounts Questionnaire, 1957.

Table 32. Israel: Capital Fozmationé/

(Millions of Israeli pounds at current prices)

Ttem 1955 195k 1955 1956

Fixed capital formation:
DWellinge v o v 0 s o v a2 0w o« » s 105.0 136.7 176.1 183.7
Non-residential buildings . . » . «  33.3 27 .4 62.0 72.6
Other construction . . « . . . . . 88,4 113.2 41,1 14,6
Transport equipment . . . . . . . . 11.7 19.9 43,6 50 .k
Machinery and other equipwent . . . 81.8 98.6 116.2 162.k

Total, fixed capital )

formation . . . . 320.2 395.8 539.0 613.7
Increase in StOCKS + « « o « v o« o o 12.6 19.5 bh 9.5
Gross dorestic capital formation . . 332.8 415.3 53,0 623.2

Source: Reply of the Government of Israel to the United Wations National
Accounts Questlonnaiye, 1957.

E/ There are some sbtatistical discrepancies between the totals in this table
of gross domestic capital Formation for 1955 and 1956 and the general
totals reported in table 25 which come from a different source. It
should be noted, hovever, that no such discrepancy occurs if the two
years are taken together.
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between May 1948 and the end of 1957. It has been estimated 2/ that the cost of
housing and other measures necessary for the absorption of one immigrant amounts to
£1 1,200, From 1948 through March 1957 about £I 700 million have been spent for
that purpese, and an additional £I 300 millicn are to be spent in the next few years,

While the increase in production shown in table 33 had to cope with a rapidly
increasing local demend, the volume of investment mentioned in table 31 has ensbled
the country to produce some 70 per cent of its food and an even higher percentage of
certain manufactured goods, as well as to expand its exports at a high rate.

It should be noited that the Government's role in capltal formation is larger
than that shown in table 34. To make local capital available at reasonable terms
for private investment, large amounts of counterpart funds, from United States loans
and grants and German reparations, are used for medium-term and long-term lcans to
private enterprises, at 6 per cent interest.

Table 30 shows the almost constani yearly increase of development loans, which
are budgeted for 1958 at a level that is 2.35 times as high as in 1953. Industrial
development has become almwost entirely dependent upon the Government. §/

The Bank of Israel has been faced with the difficult alternative, either to
control credit expansion tightly in order to slow down inflation, or to slow down
investment in oxder to moderate credit expansion. 7/ It can be said here that the
Governrent hes been partially successful in limitiﬁg credit extended to the public,
and, to a lesser degree, that extended on its own account.

Government debt in local currency has continued to rise, increasing in the eight
months from September 1956 to May 1957 by £I 58.3 million,as is shown in table 3L,

Taeble 33. Israel: Trends in Production and Consumption
(Millions of Israeli pounds)

Iten 1953 1954 1955 1956
Manufacturing production a/. . . . . 629 9Ls 1,055 1,235
Rate of growth b/ . . . . . . .. 100 129.06 134.19 143.59
Agricultural production a/ . . . . . 223 332 377 487
Rate of growth b/ . . . « . . . . 100 120,37 131,48 156.48
Private consumption b/ . . . . . . . 100 118.2 127.1 134 .4
Public consumption b/ . . . . . . . 100 126.8 1h2.2 197.8

Source; Uniited Nations Bureau of Beonomic Affairs.

g/ Grosg value at current prices.
b/ At constent prices, 1953 = 100,

5/ Israel Economist, October 1957 {Jerusalem).
6/ Israel Economist, October 1956, page 188.

7/ The policy of the Bank of Israel on credit control is discussed in chapter 8 of
United Nations, The Development of Manufacturing Industry in Egypt, Israel and
Turkey (Sales No.: 58.II.B.4).
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Table 34, Israel: Factors Affecting Money Supply
(Millions of Israeli pounds)

Ttem September - January - Beptember
December May 1957 1956 -
1956 May 1957

Inerease in debit account of the

public & & v v v 4k e v e e e e ow + b2 + 23,3 + 27.5
TIncrease in credit acceount of the
Public " L] . L3 [] . . - » » - » . Y "6 08 -lll'ull" "21-2

Net increase in accounts of the
publie in local currency (net of

balances in transit, etc.) . . . . -1.5 12,7 +11.2
Net increase in government debt in
1ocal CULTENCY ' o o o & « o o o » + 42,0 + 16,3 + 58,3

Total increase in local currency
BCCOUITE  « « v s « v v 4 4 s u e . + 40,5 + 29.0 + 69.5

Over-all increase in money supply
(net of conversions of foreign
currency, and errors and

Cnij-ss—;-OnS) L L e S S S S < + + 14'2.14- + 76"1

h= |
i
—}

Source: Bank of Israel, Bulletin, No. 6, 1957.

Moreover, the velocity of circulation of money has considerszbly increased
during the period under consideration, and this has been an additional cause
of price increase {see table 35),

Table 35. Israel: Bank Debits, Demand Deposits and Velocity of Turnoverg/
(Millions of Isrseli pounds)

Item 1953 1954 1955 1956 1957
Money supply . . . . . . .. . .. 290,1 348.5 419.7 517.3 576.8P/
Bank debits « + + . « . . . . . . . 16L4.2 221.7 282.9 315.6  308.8
Bank deposits . . . . . . . . .. . 191.9 = 201.9 2k7.2 289.0 331.8
Anmaal. turnover (velocity of

AeposSits) v v 4 w4 4 e e e e . 10.3 13.2 1307 13.1 1h.h

Source: International Monetaery Fund, International Financial Statistics

(Washingtcn, D.C.), February 1958.

a/ End of period stated.
b/ November.




Foreign trade and balance of payments

There has been a consistent deficit in the balance of payments from 1953 to
1956. This deficit has been financed by means of unrequited receipts and
short-term and long~term lcans, which enabled the country to balance its external
accounts, as can be seen from the data given in table 36. The unrequited
receipts were estimated at £T 172.8 million for 1953, £I 263.4 million for 195k,
£1 210.k million for 1955 and &I 243.1 million for 1956. 8/

The total of foreign obligations was $299.6 million by the end of March 1957,
as against $89.6 million in foreign currency balances, with a net outstanding
liability of $210 million. 2/ This is likely to become a burden on the economy,
and additional difficulties are to be expected by 1962, when payments under the

Table 36. Israel: Balance of Payments
(Millions of dollars)

Item 1953 1954 1955 1956
Goods and services: . . . . . -262.9 -236.1 -282.7 «357.9
Exports, f.ob. .« . . . . 56.3 87.7 88.8 106.5
Imports, coife o v v « « o =281.9 -292.5 ~333.5 ~362.6
Other (net) o « v o 4 « o -37.3 -31.3 -38.2 ~101.8
Private donations . « + . . . 8.6 133.3 83.2 122.6
Private capital « « « « o o 17.1 11.2 9.3 2.8
Official donations . . . . . 88.2 129.3 127.2 120.5
Official and bank capital . . 58.2 -10.2 65.6 89.7

Long-term capital:

United States Government

loans (net) « « . « « . . T 1.8 23.5 30.4
State of Israsl bonds (net) 36.1 29,2 29.3 43,5
Other L] . . L] " . . 3 - . + 7-2 2.}_-2 l}.-l" "_7)-7

Short-term capital:
Payments agreements (net) . -1.0 b0 1.4 -3.1
Other liabilities . . . . . 20.3 -22.6 9.3 19.k
Other foreign assets

(increase -) . .« . . . . -8.8 ~35.8 -9.3 6.8
Monetary gold (increase -). - - - -3.6

Net errors and omissions . . 14.8 -27.5 -2.6 22,3

Source: International Monetary Fund, International Financial Statistics,
vol. XI, No. 2, February 1958, page 266.

8/ Bank of Israel, Bulleiin, No. 6, 1956.
9/ Bank of Israel, Bulletin, No. 6, 1957.
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german Reparations Agreement will have ended (as of 1 September 1957, approximately
ope~half of the total of $822 million provided for in the Agreement had been
utilized).

4 steady balance of payments deficit has to ve expected, however, in a
countyy which needs a comparatively larger investment than it can procure
domestically in order to absorb large numbers of immigrants and equilp itselfl
for expanding 1Ts productive capacity. On the other hand, it is no% unreagonable
to expect forelgn resources to continue to be forthcoming for some time, although
their magnitude may be reduced.

The inflationaryy Process characterizing its economy makes it increasingly
aifficult for Lsrael tc achieve & tevel of consumption - private and public -
properiy related to fhe income produced in the country itself.

Tf manufacturers had to buy their raw materials, and consumers their imported
goods, ab prices reflecting the true external purchasing pover oi the Israeli
pound, there is little doubt that cost and prices would be forced upwards, and
exports of finished goods processed from imported raw materials would, in many
cases, be hampered. The reckoning of import prices on the official rate of
exchange, which is considerably lower than the market rate, amounts to a subsidy
on imported consurer goods end on exports made from imporied raw materials. This
tends to distort the relationship between cost, wages and prices. There are
already some anomalous features in the Israel economy: it is, for instance,
striking that, in a country which is neither highly industrialized nor
charvacterized by an exceptionally large foreign sector, agriculture, industry and
construction together generated only b0 per cent of the national income, the
balance of €0 per cent representing trade and services, as shown in table 37 on
distrivution of national income by industrial origin.

Table 37. Israel: Distribution of National Income by Industrial Origin

(Percentages)

Item 1954 1955 1956
Agriculbure o o « o 0 a0 e e e e e v e 13.5 11.9 13.1
Industry and quarries . .« o + o o o s o« - 22.7 20.8 20.5
Building and construction . . . . .+ < « 5.9 7.2 6.1
TranspoTt » o o ¢ o o v s e s e e ox oo e 7.3 7.0 7.7
Public and government services . . . « - 18,k 18.9 19.7
Trade and other services . « + ¢ « » + = 0.4 3L.7 3.2
MisCellanEous « + « o o o « o o & & » 2 = 1.8 1.7 1.7

Total . . . 100.0 100.0 100.0

Source: Bank of Israel, Bulletin, No. 6, 1957.
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The proper cost relationship is further obscured by the fact that a good
chare of Israel's exports ave directed, through bilateral agreements, towards
countries that are ready to absorb them at prices above the international level,
put only by charging higher prices for their own exports to Israel.

The reactions of the groups affected by the shrinking purchasing pover of
the Israeli pound actually amount to an effort to shift the burden of inflation
to other groups, contributing to further increases in prices. By virtue of
their strong position, the wage earners are able to pass on many of the burdens
of inflation to other groups. A large part of actual savings goes into real
estate or into securities linked to gold and foreign currencies; all this 1s
reflected, sconer or later, in a cost-price upward spiral. The propensity to
save is, of course, discouraged by the mounting level of prices.

The public authorities are well aware of the danger of this state of affairsa.
The Governor of the Bank of Israel, in his zeport to the Government and Parliament
of 26 August 1957, stressed the following recommendations as anti-inflationary
measures: (a) cash balancing of government expenditure; {(b) prevention of
inerease in personal income exceeding productivity; (¢} slowing down of credit
expansion; and {d) encouragement of saving,
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JORDADN

Eeonomic background

Jordan is a small under-developed country suffering from the pressures of a
population confronted with meagre soil resources, inadequate water supply, and
frequently adverse climatic conditions. The substantial increase in its
population - as g result of the acquisition of parts of Palestine, coupled with
a high rate of natural increase - and the limited cultivable land pose serious
economic problems. Moreover, the lack of sufficient capital funds for economic
development narrcws the possibilities for the exploitation of gvailable resources
and this correspondingly deprives the large surplus labour force of gainful
employment opportunities.,

The Jordanian Government has, under the clircumstances, been facing the
difficult task of securing a reasonable level of employment for its people and
of preventing a fall in the standaxd of living. TIts achievements in this
direction have been conditioned by the level of agricultural production and the
extent of foreign assistance; the significance of both of these for the Jordanian
gconcmy can hardly be over-estimated.

In the absence of reliable and adequate production series, or complete
national income accounts, it is not possible to show fully how successful the
Jordanian Government has been in achieving its economic policy objectives. The
available data, however, lend themselves to some partial analyses.

The agricultural sector of the Jordanian economy seems To have been subjected
to alterrating climatic influences. This is seen in table 38. The poor harvest
of 1955 vas followed by an extremely favourable crop year. OSimilarly, the lean
crop year of 1955 was followed by a good year in 1956, Although no complete
data are yet avallable for 1957, preliminary estimates indicate that production
in 1957 fell corsiderably short of the 1956 level,

The available national income estimates, as seen in table 39, show that,
vhile the share of agriculture was close to kLo per cent of total incomwe in 1952,
it fell to about 30 per cent in 1953, and rose to about 40 per cent again in 195k,
The loss of an estimated JD 5.7 million in national income in 1953 is almost
wholly explained by the fall in the volume of agricultural production.

The industrial sector, including mining and quarrying, is relatively
unimportant, but it has been expanding. No compiete figures are availsble on
tobacco manufacturing, flour milling and other small industries. The production
of phosphates, however, has been expanding at a fast rate, the increase being
ninefold in four years. Pending the construction of roads and the development
of port facilities in the Gulf of Agaba, the production of rhosphates i1s expected
to rise to one million metric tons in 1965, as compared with an estimated
production of 360,000 metrie tons in 1957. Cement production also has recently
increased substantially, covering virtually the entire domestic demand.
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Table %8. Jordan: Indices of Production
(1953 = 100)

Category and product 1954 1955 1956 1957§/

Agricultural products:

Cereals:
WHEAL o o o o « o s + o « = » « 235 80 2Ly 202
Bazley + o o o o o o o 5 s 4 @ 2up 58 20% 163
Tentils o o v « o « o o o v o s 170 50 220 150
Kersanelh o v o o s o« o + 4 u o 210 70 240 150
MEAZE « o o o « o » s o« = + o o 110 h2 61 cen
Sesame .+ . . e 4 . oe e w e 119 o7 122 vaa
Fruits:
GTapes « o« o« o o o o o o o + s 127 78 g0 ves
OLIVES v o o o o = s s « = o &« 12k 2l 1h7 ite}
Apricots . . 4 4 4 e e e e e . 122 26 48 ces
BANANAS 2 o o o o s o o & » s » 55 184 111 oo
FIES 4 4 s 6 e s e e e s e s 29 12 21 von
Vegetables:
TOmALOES 4 « o « o o o o s s 129 119 129 v
CUCUIDETS « « o o o o« o = « = o 163 63 a8 cee
Broad DEans « o « « « « = + + » 106 75 55 e
PotatoB8 « o o o o o o + « o » 103 &7 90 -

Forest products:

Fuel wood « v « 4 5 & o s s 4w 91 TL T3 e
CbaI‘COal '] L3 - - . - - - L) - - » 95 95 55 * »
WOOL & o v « o « + = s o o o o & 118 10% 109 e

Industrial products:
Phosphates o« « & « o o o o s o 187 Log 521 900

Source: The Hashemite Kingdom of Jordan, Annual Statistical Yearbook;
United Nations Relief and Works Agency for Palestine Refugees
in the Near East, Bulletin of Economic Development, No. 1h
{(Beirut, Lebanon, 1956).

a/ Based on preliminary estimates.
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Table 39. National Income of Jordan

(Millions of Jordsnien dinars)

Them 1952 1853 195k
AEricUlBULE. o o o v o 0 0 o a0 s 4 oa s 17.6 11.6 19.7
Mining and quarrying . « « « « ¢ s o o . 0.1 0.1 0.2
INAUSTYY » o o = s » o 4 o e s = s s e 1.8 2.1 2.7
CONSEIUCEION « « o o o o n o o o & o o+ = 0.6 0.k 0.6
Real e658LE. v v o o o o o o s s e 4 4 s 4.8 4,8 4.9
Public utilities, transport and

commuNications + + « + o« 4 4 @ 4w s 2.7 2.9 3.2
GOVErnment o + + o + » o+ 8 4 4 s v e 7.6 7.9 8.8
BETVICES o « o = o o o o o o o o o v = = 1.k 1.5 1.6
Trade o+ o o o v 0 v 4 e e e e e e T.b (! 7.9
FAiNANCE o o o s s & 2 o s & 2 + = 4+ & & 0.5 0.% 0.5

Totel  Uhk.3 38.7 L9.9

Source: Albert ¥. Badre and associates, The Nabtional Income of Jordan,
1952-1954 , Bconomic Research Institute, American University ol

Feirut (Eeirut, Lebanon).

Price movements

The available information on prices is both incomplete and unsatisfactory.
The present techniques of collecting and computing date make ar adequate analysis
difficult. There are, hovever, certain characteristics of price behaviour, in
the period under consideration, which may be summarized as follows: ;/

The retail price indices show marked seasonal fluctuabions, these being most
conspicuous in respect of fruits and vegetables. The consistent rise in meakt
prices is perhaps indicative of an increased demand for this item. The prices
of cereals and foodstuffs have depended, by and large, on the size of the
harvest - falling in a year of bountiful harvest and yisipng in a poor Crop year.
There are also considerable spatial price differentials, even in the case of
stable commodities. Theilr persistence is due perhaps to the fact that transport
facilities are inadequate and also that strong compebition may be lacking. The
prices of imported goods have & direct effect on the general price level,
because imports constitute a large percentage of total supply of goods and
services Tor domestic use. For the years 1952.1954 - for which national income
data are available - the total value of imports corresponded, on the average,
to 40 per cent of national income.

;/ International PRank for Reconstruction and Development, The BEconomic
Development of Jordan (Johns Hopkins Press, Baltimore, 1957); and
United Nations Buresu of Economic Affairs.
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The wholesale and retail price indices are given in table 40. In the case
of vholesale prices, the alternating changes can, to a great extent, be explained
by changes in weather conditions and thelr effect on the volume of agricultural
production. Retail prices have followed the same pattern. There are reasons o
pelieve, however, that the price indices for 1956 and 1957 underestimate the
getual rise in the price level. Direct observation in Jordan would suggest that
price rises, in particular for 1957, have been substantial,

Teble LO. Jordan: Price Indices

(1953 = 100)
Item June
1954 1955 1956 1957
vholesale prices . . + . . 88 97 gl 101
Retail prices . . « « . . 101 105 101 118

Source: United Nations Bureau of Economic Affairs.

Government finance

The fiscal operations of the Jordanian Government are presented in table L1.
The total revenue of the Government is cobtained from domestic sources and foreign
grants~in-gid. Revenue from domestic scources has increased both in absolute and
relative terms, mainly as a result of a higher level of economic activity, since
there have been no changes in tax rates or methods of collection. It should be
noted, howeveyr, that the 1956/57 revenue includes a non-recurrent item of
JD 0.97 miliion representing contributions to the National Guarxd. This also
explains part of the estimated decrease in revenue from 1956/57 to 1957/58.
In addition, the estimate for the latter year reflects an anticipated decrease
in imports.

Foreign grants-in-aid showed little absolute change between 1953 and 1957,
but constituted a declining percentage of total revenue. The large figure of
JD 19.64 million for the fiscal year 1957/58 includes items of expected grants
vhich may not have much likelihood of being realized.

Total expenditure has also shown considerable increase over time, but with
little change in its distribution. Expenditures on national defence, which
until recently were financed from grants by the Goverxnment of the United Kingdom,
consistently amounted to over 50 per cent of total expenditure. The normal
government disbursements, constituting about L0 per cent of the total, have been
met from internal sources. Expenditures of the Development Board have been
Tinanced from interest-free loans cbtained from the United Kingdom.




Table 41. Jordan: Government Fiscal Operations

(Thousands of Jordanian dinars)

Ttem 1953/54  1954/55  1955/56 1956/ s 1957/ 50/
Actual Actual Actual Actual Budget Bill
Total reverue . . - « » » 114,320 16,L46 16,929 18,472 27,680
Domestic sources . . . 5,633 7,495 7,05k 9,7123/ 8,040
Foreign grants-in-aid . 8,695 8,951 8,975 8,760 19,640
Total expenditure . . . . 14,895 16,560 17,608 20,162 26,529
Wational defence . « . ces 8,950 9,380 . 1k,540
Other government
departments . « « . - - 6,380 6,650 vee 10,160
Development Board . . . ces 1,220 1,590 1,560 1,830
Surplus or deficit . . . -567 ~11h -679 -1,690 -1,151
Drawings on United
Kingdom loans . . . . « 1,327 1,221 1,588 1,562 731
Cash balances: decrease
(+) or increase (-} . . =760 -1,107 -909 128 -1,882

Source: United Nations Bureau of Economic Affairs.
a/ Preliminary.
E/ Revenue znd expenditure Tigures tentative.

g/ Tneludes a non-recurring item of JD 0,97 million representing
contributions to the Jordan Waticnal Guard collected in Jordan and
other Arab countries; about JD 0.60 million was collected outside
Jordan and has been treated as a foreign assetb.

The Development Board is in charge of the greater part of economic
development in Jordan. The Government, additionaily, incurs some development
expenditures which are financed from over-all budgetary receipts. Moreover,
the United States Operations Mission executes some development projects outeide
the budget, and the United Nations Relief and Works Agency for Palestine Refugees
in the Near Fast carries out some projects in connexion with the rehabilitation
of Palestinian refugees.

The over-all picture of government finances consistently shows a deficit
throughout the period. These deficits, however, have been covered entirely
by loans from the United Kingdom which, with the exception of the fiscal year
1956/57, have made an increase in goveynment cash balances possible.

The large discrepancy between revenue from domestic scurces and total public
expenditure is likely to have exerted some inflationary pressures. These
pressures were tempered by foreign grants and loans vwhich covered the excess
expenditure and at the same time enabled the country to have an import gurplius.
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foreign trade and balance of payments

Tn the absence of complete information on the principal items of expenditure
on the national product, it is not possible to study the maaner in which total
regources have been utilized. It is, however, informative to sketch Jordan's
international financial position and observe the changes in its net indebltedness
over bime,

Table 42 shows the importence of foreign aid to the economy. The large and
persistent discrepancy between its exports and imports naturally raises a question
regarding the means of payment and their long-run reliability.

Jordan's deficit on the balance of trade continued to rise throughout the
period, but declined substantially in 1956. The decline in the 1956 deficit
resulted from an increase in exports g/ and a substantial decline in importa. é/

The deficit on current account, although less than the trade deficit because
of Jordan's earnings from "invisibles", is still considerable. These deficits
nave been more than covered by official and private donations and loans; in fact
these donations and loans have made it possible for Jordan to increase its
foreign assets and to continue its economic activities al the present level
without undue price increases. Unless Jordan can substantially increase 1ts
exports or its earnings from tourism, a discontinuance of foreign assistance
will not only bring on inflation but may even make it impossible for the country
to maintain present consumphion levels,

The increase in foreign assets, under conditions of a relatively non-
restrictive import system, could possibly mean that the rate at which foreign
financial resources have been made available has exceeded the increase in demand
for imports. Moreover, the limited degree to which the banks financed new
enterprises, coupled with the increase 4/ in the Government's cash balances,
makes it unlikely that aggregete demand consistently exceeded aggregate supply
during the period under consideration.

g/ Due to increased exports of fresh fruits and vegetables, cereals, olive
oil and phosphates.

/ The difference in the total value of imports for 1955 and 1956 can be
explained by the over-importing which took place in 1955 as a result of
liberal import policies, the large quantities of vheat and flour imported
in 1955 because of drought conditions, and the interruption of trade
channels during the last months of 1956.

N

4/ There was a decrease in cash balances ih the fiscal year 1956/57.
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Table L2. Jordan: Balance of Payments

(Millions of Jordanian dinars)

Ttem 1953 1954 1955 1956
Curyent account:
Bxports, £.0.be v v o« o o« o 2,66 3.05 3.57 5.16
Tmports, c.i.f. (excluding
military imports) . . . . . . -18.21 -18.59 -25.26 -21.88
Trade balance -15.55 ~15.5L ~21.,69 -16.72
Invisibles (net). + « « « + » + 1.56 2.66 .39 2,43
Cvrrent balence -~13.99 -12.88 ~17.30 ~14.,29
Means of financing:
Private donsbions . . « « « . . 2.34 1.65 1.66 1.66
Private capital . . + . . . . - 0.10 sae - 0.25
Official donations. . . + . . . 12.26 12.62 15.43 ik.89
United Kingdom, « « + . . + » (6.43) (5.87) (8.04) (8.01)
United States + « « + + + « » (0.97) (1.25) (2.73) (0.47)
141015107 W (955 (5.50) (h.66) {5.56)
Official and bank capital . . . 0.0k ~1.55 ~0.36 ~2.20
Long-term lisbilities . . . . (0.72) (1.30} (1.29) (2.86)
Long-term assets., . . » . « . (0.20) {1.1k4) (0.70) (0.08)
Short~term capital. . . . . . (-1.86) (~3.99) (~2.35) (~4.2h)
llet errors and omissions. . . . . 0.25 0.16 0.57 -0.31

Source: Internationzl Monetary Fund, Balance of Payments Yearbook,
vols. 6 and 9.

Money supply and bapk credit

The total money supply increased from JD 12.56 million in December 1953
to JD 19.93% million in December 1956 and up to JD 20.79 million in March 1957.
The greatest increase took place during the last guarter of 1956.

The two major factors contributing to this increase were the accumulation of
foreizn assets and the expansion of bank credit. Credit extension to the private
sector accounted for most of this, as can be secen in table N

Tn the absence of relevant statistics, it is not possible to tell what changes
occurred in aggregate demand. Under such circumstances it is perhaps permissible
to infer growth in aggregate demand from growth in money supply and financial
activity. In this case, it would appear that expansion in sggregate demand vas
perhaps greatest in 1956 when a relatively large increase in money supply vas
experienced. In a country like Jordan, howvever, vhere there is heavy reliance
on an external supply of goods and services, expansion of aggregate demand should
normally be reflected in increased demand for imports. Yet in 1956 commercial
imports actually declined and foreign assets continued to rise. The fall in
imports, however, may very well have been caused by an attempt to reduce the
inventories accumulated during 1955 as a result of liberalized import regulations.
iMoreover, there were indications in 1956 of a marked expsnsiocn in domestic
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production and economic activity which, together with the reduction in inventories,
may explain the decline in the price level despite the curtailment of imports

and the possible increase in aggregate demand inferred from the sharp rise in

the supply of money.

Table 13, Jordan: Credit Extended by Commercial Banks

(Millions of Jordanian dinars)

Ttem 1955 1954 1955 1956 1957
March

Private sector . . . . . . cee L.89 6#&6 7.48 8.
Public sector .+ « o « + - cee 0.49 0.55 0.69 0.75
Total  3.96 5.38 7.0L 8.17 9.16

Change + + « o « « o = « L.ke 1.63 1.16 0.99

Source: The Hashemite Kingdom of Jordan, Annual Statistical Yearbook;
United Nations Buresu of Economic Affairs.

¥ ¥ ¥ % ¥

The Jordanian CGovernment has been facing the very serious problem of finding
employment opportunities for its big surplus labour force and of preventing the
ievel of living from declining. The degree of success in reaching these tweo
policy objectives has, to a large extent, been conditioned by the level of
agricultural production and the smount of foreign aid and loans.

The cyclical pattern of climatic conditions has had a direct effect on the
level of exports and imports, thus greatly influencing the magnitude of Jordan's
deficit on current account. So far these comparatively large deficits have been
financed by external aid. However, the conbinued fiow of such aid cannot be
relied upon indefinitely.

With the means available, Jordan seems to have done fairly well. The relative
industrial expansion that occurred between 1953 and 1957 was not accompanied by
s marked rise in the price level. The continuous goverument deficit must have
exerted some inflationary pressures, but these were adequately offset by the
continuous import surplus made possible through foreign aid and foreign loans.
In the long run, however, Jordan faces the problem of finding enployment
opportunities for its large pool of unemployed labour. Vigorous measures for
liguidating unemployment on a large scale may give rise to serious inflationary
pressures, unless it is possible to rely on external sources for financing
substantial import surpluses, Vhether, or to what extent, its federation with Irag
will contribute to the solution of this problem, it is too early to determine at
this stage.
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LEBANON

Economic background

Lebanon, & small country with a high population density of 150 inhabitants
per sguare kilometre and very limited natural resources, enjoys one of the highest
per capitae national incomes among the countries in +the Middle East, Morecver, its
economic growth has proceeded at a fairly rapid rate during the past several years.
According to certain estimates, net national product rose from 1L, 919 million in
1948 to L 1,137 million in 195% and LL 1,465 million in 1956 (table bh).

Tn contrast with the surrounding arid lowlends, Lebanon is mountainous and
well watered. The differences in altitude make for a varied climate, but the steep
and rocky slopes severely limit the arable area. The share of agriculture in the
national income is not even 20 per cent, although production and export of many
¥inds of fruit have considerably increased during recent years. Light industry has
developed notably since the Second World War, with a merked upsurge alter certain
tax exemptions were granted in 1954 ; yet the industrial sector accounts for only
about 12 per cent of the national 1nRCoOmE. '

Lebanon's principal sources of income and foreign exchange, apart from trading
activities, are services performed for residents of other countries and its tourist
industry. Large nurbers of tourists are attracted by the country's Tavourable
geographical locatlion, good climate and natural emenities. Lebanon lies at the
centre of an expanding network of sea, iand and air communications linking the
Middle East with the West, and the Lebanese have become effective intermediaries
pvetween the western world and the business communities of the Middle East. The
growth of the port of Beirut, with its free zone and trensportation facilities, the
nigh international rating of Lebanon's currency and the development of a free
foreign exchange market have enhanced the country's position as an international
trading and financial centre. :

Lebanon has also attracted considerable capital from gbroad. A good part of
this comes from the numerous Lebanese émigrés living all over the vorld, many of
vhom regularly remit funds for the support of their families at home., Large apounts
also come into Lebanon, particularly from neighbouring countries, to bpe used as
venture capital in real estate or commercial and financial activities, or simply Lo
avait favourable opportunities for investment. Thus, a large income from invisibles
and the import of capital have enabled Lebanon, despite a substantial deficit in its
palance of trade, to enjoy & steady increase in its foreign balances.

Internal financial eguilibrium has been well maintained. There is no actual
sign of inflation, and prices have risen less than the vorld's average Ovel recent
years. While total money supply - currency and demand deposits - has risen from
IL 534 million in 195% to LL 89k million in November 1957, this increase does not
appear to have been out of proportion with the expanding volume of business.
Government finances have been conservatively managed. However, the Government has

agsumed, in the past few years, substantial commitments for public works to be
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financed from budget surpluses, both current end accumulated. ;/ From this
viewpoint, the situation bears careful watching but need not be considered as
necessarily leading into inflation.

Availability and use of IesSQUYCES

Table 4h gives estimates of Lebanese national income by sector of economic
activity for the period 1952-1956, It appears from these figures that industry
(including construction) and agriculture together contributed about 35 per cent
to net national product, The furnishing of services represented by trade,
transportation, finance, government and others accounted for 65 per cent. The
strong predominance of services over goods is typical of Lebanese economic activity.

Capital investment, which, during the period 1953-1956, fluctuated at around
15 per cent of net national product, is mostly private investment. The relative
share of public investment has been growing, however, and if present plans are
carried out, government capital outlays will play a comparatively more important
role in the near future.

Foreign trade and balance of payments

No official balance of payiments computations are available, Private estimates
do not go beyond 1954, and even these cannoi give an accurate picture of the
situation, due to many technical complications peculiar to the structure of the
country's economy. The only available indication as to the external payments
position of the country is the fluctuation in the foreign balances, This points to
a steady growth, as shown in table L45.

Tahle 45, Lebanon: Foreign Lxchenge Reserves

(Millions of dollars)

r_ 1957
Ttem 1953 1954 1955 1956 Noverber

Absolute level . v 4 o s s o o » 55 76 g6 88 99

Increase over previous year ., . 15 21 10 2 11

Source: International Monetary Fund, International Financial Statistics
(Washington, D.C.), February 1950.

The export and import figures, as shown in the official statistics, do not
give a true picture of the country's foreign trade., Exports are undersitated
because of unrecorded transactions and under-evaluations. Tumports are understated

;/ The Government also contracted a loan for 427 million with the International
Bank for Reconstruction and Development to be used for the foreign component
expenditure on the Litani River Develorment Project. The loan was not drawm
upon until early in 19508,
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chiefly because they are recorded at the official rate of exchange, LL 2.191 to the
dollar, whereas the effective rate of exchange at vhich the transactions take place
is approximately LL 3,20 to the dollar. However, the import figures shown in

table U46 do not have this discrepancy because they are converted from official
gtatistics at the official rate of exchange.

Table k6. Lebanon: Foreign Trade and Indices of Exports and Imports

(Millions of dollars; 1953 = 100)

055 es a9 s PR, 9%
Exports . 4 « o v o & o 25,k 28.6 33,3 hoob 10.9 11.1
Imports . . o . . . . . 1hkbk 17k, 0 218.4 257.1 5k.5 52.1
Exports as per cent
of imports . . . . . 17.6 16.4 15.2 17.6 20.0 21.3
EXPOrts « o o 4 « 4 o o 100 112,6 13,1 159.1 - -
Imports . . « . . . . . 100 120.5 151.2 16h.2 - -

Source: International Monetary Fund, International Financial Statistics,
February 1958,

Iwports represent an unusually large percentage of national income, During
the period under consideration, Lebanon's imports amounted to slightly less than
half its national income.

In 1956 exports amounted to only 17 per cent of imports, according to official
figures. This low ratio appears to be & regular feabure of the foreign trade of
Lebanon: it was 17.6 per cent in 1953, 16.k per cent in 1954, and 15.2 per cent
in 1955. During the period under consideration, the value of both imports and
exports grew by almost two-thirds, but there was alsoc a steady growth of invisibles
and capital movements, so it appears that the country continues to enjoy a net
annual increase in its foreign holdings.

Price movements

Under these conditions, local prices are strongly influenced by international
price fluctuations, Wholesale price fluctuations in Lebsnon are smoother than in
other countries, as shown in table 47. This might be due to the fact that the
tountry enjoys free access to world markets beecsuse of its strong forelgn exchange
Position and the wide knovledge of foreign trade opportunities acquired by Lebanese
merchants.
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Table 47,

Country or area and item

ggited States:

Wholesale prices .

Export prices

Europe:

Wholesale prices .

mxport prices

QE;EEQ_Kingdom:

holesale prices .

Bxport prices

Egypt:

Vholesale prices .

Export prices

Tebanon:

Wholesale prices .

Cost of living .

Share prices .

Source:

Indices of Prices, Selected Countries

(1953 = 100)

1952 1954 1955 1956 1957
101 100 100 10k 1085/
1C0 93 100 103 1089/
103 10 102 106 1073/
110 09 102 100
e 100 104 108 115§/
10’4 99 101 ]_05 llo{__l_/
105 97 99 110 1002/
137 1153 111 121
103 98 93 98 1029/

e (o 95 96 102 110§/
106 119 167 205 186/

February 1ys8,

a/ December.
b/ October.
c/ August.

d/ November.

e/ September.

International Monetary Fund, International Financial Statistics,
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From 195% to September 1957, vwholesale prices in Lebanon increased by only

per cent as against increases, between 1953 and the third or fourth gquarters of

7, of 8 per cent in the United States, T per cent in Furope, 13 per cent in the
aited Kingdom and 20 per cent in Egypt. Lebanon's cost of living index, however,
nereased by 10 per cent during the period under consideration. This can be
xplained partly by an increasing demand upon a limited local supply, partly by
jfficuities arising in 1956-1957 with regard to the import of some foodstufis from
gighbouring countries, notably meat, and partly by a general regional rise in food
rices, especially vegetables. Since for all practical purposes the country has no
rice controls, discrepancies between demand and supply register almost fully in

rices.

2/

uhlic finance—
ULt ST

Government receipis represent an unusually modest percentage of national
ncome. During recent years this percentage has not shown much increase; the ratio
as 12.4 per cent in 1953, 13%.5 per cent in 195k, 13.7 per cent in 1955 and
3,1 per cent in 1956, The largest component of receipbs is constituted by customs
uties, which have been keeping pace with imports, without any significant increase

n rates,.

Table U8 shous the closed accounts of the government budget for the years
955-1956, and estimates of closed accounts for the year 1957. No recent data
re available on municipal finances, but since whatever deficits incurred by
unicipalities heve been financed by advances made directly or guaranieed by the
overnment , vhich are included in the records of the extraordinary outlays dealt
4th later, this lack of information on municipal deficits will not detract from

he over-all picture of public finances, .

Between 1953 and 1957 ordinary expenditure, inciuding special budgets (see
votnote afto table 48), increased by 110.8 per cent, and ordinary receipts
pereased by 6L4.2 per cent, leaving substantial surpluses in each of the years
mder consideration. Surpluses had also been & feature of the Lebanese budget in
he preceding years, These surpluses, however, have been declining in absolute
mounts, as well as in proportion to receipts, during 1956 and 1957. In 1955 the
weess of Fiscal income over expenditure was LL 46.62 million or 26 per cent of
eceipts; in 1956 it dwindled to LL 29,65 million or 15,k per cent of receipts, and
n 1957 stoed at LL 29 million or 12.5 per cent of receipts.

Theze surpluses did not result in a corresponding increase in government
leposits., Net government deposits, which were at their peak of LL 71.06 million
1t the end of 1955, stcod at LL 3,25 million at the end of 1957.

The entire amount of the surpluses accumulated after 1955, as well as part of
chose already accumulated by that date, were used by the Government for special
levelopment expenditure, additional to the ordinary budget expenditure.

3/ The source of most of the information included under "pPublic finance” is an
account by Joseph Chader, Chairmen, Finance Commission of the Lebanese
Parliament, and currently cabinet minister, in Le Commerce du Levant,

8 and 12 February 1958.
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Teble 48. Lebanon: Governnent Budget, Closed Accounts,
inciuding Special Budgets a/

(Millions of Lebanese pounds )

Tten 1955 195k 1955 1956 19572/

Receiphs o o o o o o v & @ o s 1k.25 157.50 179.00 192,00 252.00
C

Expenditure . . » « « « » + + 9631 111.18 13%2.38 162.35  203.00
SUTPLUE « o o+ =+ » o+ o bHOh 46,32 46,62 29,65 29,00

Source: See footnote 2/in this chapter.
é/ Excluding special development expenditure.

P/ Estimate of closed accounts. The total of LL 252 million consists of:
LL 202 million, ordinary receipts; LL 20 million, special receipts accruing
to the special budgets, that is, Telephone Company, Wheat Office, National
lottery, Electric Power, government enterprises; and LL 10 million,
proceeds of a special tax established by law 9 April 1956 for reconstruction
of property demaged by the 1955 earthquake. Among others, the LL 20 nillion
of special receipts include royalties for transit of 0il through pipelines
on Lebanese territory.

E/ Estimate of closed accounts, The amount of LL 203 million consists of:
1L 186 million, expenditure for the general budget, and LL 17 million,
expenditure for the special budgets.

gince 1953 Lebanon has been aware of the need to supplement its traditional
trading activities with a stronger infrastructure and better productive facilities.
Private initiative showed a certain reluctance to carry out the necessary
investments in this direction, and, as a result, the Government stepped into the
picture. It has acquired and is now operating such facilities as railways,
irrigabion schemes and power stations, representing a combined investment of
over LL 85 million. 2/ Up to the present, no sizable operating income accrues to
the Covernment from these investments.

Trom 5 April 1954, when a special public works prograrme was approved, to
the end of 1957, Pariisment voted eredits in the Hotal amount of LL 306 million

Major items are: telephone network; HNakoura Railway; Maameltein Tramway;
Electric Company Adonis, Tyre and labatieh; Beirut Electric Company; Beirut
Water Supply Company; Nabh-el-Tasse Supply Company; Hasbaya Electric Company;
Rachaya Electric Company; Ain Delbe Water Supply Coupany; Metn Water Supply
Company; Taalabaya Water Supply Company; Nabh-el-Kadi Vater Supply Compary;
Agricultural, Industrial and Real Estate Bank; Arab Potash Company.

W
.
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5 the Public Works Autonomous Funds for various development purposes or for
pecial outlays now included in the regular budget. Out of these credits,

1, 171 million were actually disbursed, E/ LL 55 million remained unspent by

he end of 1957, and LL 80 million represent government commitments for 1958 and
sllowing years. In addition to these outstanding commitments to the Public Works
utonomous Funds, another LL 160 million were committed by the end of 1957 for
arious public works and other extra-budgetary outlays. Thus, the total commitments
1ready incurred for the future by the Lebanese Government amount to IL 225.56
illion, é/ to be disbursed according to the schedule showmn in table 49,

Tgble 49. Lebanon: Government Commitments in the Public Budget

(Millions of Lebanese pounds)

Year Total commitments Progressive
for the year total
: ‘ —5f .

958 &« v 4w e n e e s 108.563 108,563
959 « 4 4 e aa e e e 35.400 143,963
960 . ; e e e e e e 2k, 085 168.0L8
961 e e 2;f9h5 189.991
G62 o i e v a e 7.56k 197.555
963 4 v 0 e e e e e e 7564 205.119
6L L. L e e 7.564 212,683
965 ; e e e e e e e T.h27 220,110
1966 and following years 5,454 825f56h

Total 225,564 225,56k

Source: dJoseph Chader, loc. cit.

g/ Including an amougt of LL 55.5% million of uaspent arrears, of which it is
uniikely a substantial amount will be disbursed in 1958.

E/ Major items are: telephone network, Litani River Authority, Beirut Weter
Supply Company; Beirut and other municipalities; Reconstruction Office for
Farthquake Damages; autonomous fund for the construction of public buildings.

i/ Major items are: water supply projects, rural electrification, highways,
telephone netvork, municipalities, Port of Tripoli, ILitani River Authority.
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Altogether the Covernment has disbursed between 1954 and 1957, for
development works and extra-budgetary outlays geared to development or construction,
approxinately LL 250 million, This amcunt has been mostly financed from current
surpluses in the ordinary budget during that period and by drawing on surpluses
previously accumulated. It has been partly financed from sales of government
property and by using as a revolving fund income aceruing from government
investments and from other means of extraordinary finaencing. To sone extent it
has been financed by a direct or indirect increase in the indebtedness of the
Lebanese Treasury te the Bank of Syria and Lebanon; this, however, was a minor
source of financing, since the net governument indebtedness to the Bank stood
at LL 88.9 million in March 1956, as against LL &7.2 nillion at the end of 1955.

Tt is reasonable to believe that the outstanding development commitments,
amounting at the end of 1957 to LL 225 million and spread cver more than
npine years, are within the Govermment's financial resources, since substantial
ordinary budget surpluses are likely to go on accumulating, even in the absence
of sipnificant changes in tax rates.

Tt is =lso true that, of the total amount of commitments, LL 55 million
represent residual unspent allocations up %o the end of 1957, and it is quite
unlikely that they will be disbursed in full, at least not in a short period
of time.

Tt geems that even under the most favourable circumstances, the Lebanese
Treasury is not in a position te incur any new sizable burdens without endangering
the internal economic stability of the country. The two main causes of budgetary
surpluses have been improvements in fiscal assessment and the steady increase of
receipts, due to the growbth of national income and larger customs duties on
increasing imports, In all likelihood the latter will continue, but there is
less and less scope for the former. On the other hand, underspending has been
a regular feature of the Lebanese budget. This is likely to play a reduced role
in the future as the govermment machinery improves and as commibments for public
works on fubure budget surpluses continue to iancrease.

I

During the period 1953-1957, Lebanon has been enjoying internal financial
and monetary stability. Prices in Lebanon rose very moderately and actually
less than world prices.

The increasing demand for local consuner geoods and for investment has been
satisfied rmostly by an increasing volume of imports; the large proportion of
imports to national income acts as a brake on price increases beyond the world
price level,

The deficits on current account resuliting from large import surpluses have
been financed to a considerable exbent by a continuous inflow of private capital.
These import surpluses, together with the net fiscal surpluses, accounted to some
extent for the price-level decline in the early part of the period under
consideration., However, between 195h and 1957, the Government drew upon
previcusly accwmlated surpluses in order to finance increasing development
expenditure. During this latter perioed prices manifested an upward teundency.
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It also appears that the amount of development commitments so far incurred
by the CGovermment for the next few years is approaching the limit of whatever
surpluses might still accumulate without tapping new sources of revenue. More
commitments over the level already reached might thus cause inflationary pressures.
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SYRIA

Feonomic background

Tn the past decade the Syrian economy has shown marked vitality and has
achieved a rise in real pew capita income that is oubstanding compared with the
general standards of under-developed countries. This achievement was no doubt
facilitated by some natural advantages, such as the absence of population pressure
on land resources, and it was also helped by the cotton boom during the period of
+he Korean conflict, which accelerated the opening up of the virgin lands of
Syria's north-eastern districts. These circumstances, together with war savings
and increasing 0il royalties in recent vears, enabled Syrian entrepreneurs and the
Government to finance large industrial, trensport and land reclamation projects.
Higher tax revenues from riging income also enabled the Government to increase
significantly its expenditures on educatlon, welfare and defence,

lhile the share of Government in total investment has followed a rising
trend in the past few years, it is generally true that the bulk of investment has
been undertaken by private entrepreneurs. About half of private investment took
the form of new housing construction. The high rate of total gross invegtment -
about 15 per cent of gross national product - was largely financed out of domestic
savings, and only in the past few years have oil transit dues and inflow of
private capital become of some importance in financing investment.

The Syrian Government has aimed at economic stability in the face of rapid
growth and has generally succeeded in this effort. The rise in real income and
exports has made it easier to maintain the stability of internal prices as well
as of the rate of exchange, to which stability the public sector has contributed
by following a conservative fiscal policy and maintaining & balanced budget, and
also by freeing the exchange market and operating on that market to maintain a
stable rate with the United States dollar.

Price movements

Prices in Syria followed a generally rising trend between 1950 and the end
of 1952, during the Korean boom period. They showed a gradual decliine in the
following three years, up to the end of 1955, and in the past two years they have
moved slightly upward again.

This general picture is true, with minor variations, both for the retail
price index, which largely represents prices of foodstuffs, and for the wholesale
price indices of various groups of commodities. The main exception appears in
the group of local raw materials, and specifically in the price of cotton, which
rose slightly during 1954 but otherwise was relatively gteble during the period
from 195% to the middle of 1956. gince then cobiton prices have folloved a
downward trend.

Price fluctuation was greatest in the case of the food and local raw materials
groups, which include Syrie's major egricultural exports - cotton, wheat and
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parley - and was smallest in the case of building materials and fuels which,
except for cement, are largely imported. The maximum price rises appeared during
the Korean boom (late 1950 to early 1952) and after the Suez crisis in the last
quarter of 1956 (see table 50).

The general wholesale price index, coastructed by weighting the wholesale
price indices of five groups of commodities, has shown remarkable over-all price
stability since 1953. Retail as well as wholesale prices of food (including some
pther minor consumption goods) have shown greater snnual changes than general
wholesalie prices in this period. This was particularly frue in 1956 and 1957.

Stability of wholesale prices in Syria since 1953 largely reflects the
opposite movement of price trends between local raw materials and other groups of
commodities. Local raw materials include sgricultural commodities such as
cotton, cotton-seed or oil, wool, hides and tobacco, which form a substantial part
of Syria's exports (60 per cent in 1955 and 38 per cent in 1956), and a significant .
part of national income (one-seventh in 1955 and one-eighth in 1656).  The prices
of these commodities are, to an important degree, determined by world market
prices, and a relative rise in their export prices in the years 1951-1952 and
1954-1955 led 4o an improvement in Syria's terms of trade and hence o an ability
to import a larger volume of gocds in those years. The process was reversed
however in 1956 and 1957 when import prices rose more than export prices, thus
leading to a deterioration in terms of trade (table 51).

The relation between prices of the main agricultural commodities - cotton,
wheat and barley, the larger part of which is normally exported - and world prices
of comparable commodities can be seen from table 52. thile price trends for
several of these commodities, as well as of agricultural precessed goods such as
sugar and cotton yarn, followed almost the same pattern in Syria as in other
countries producing similar products, it is noticeable that prices of wheat in
Syria tended to fluctuate more widely than world prices, and that they rose
substantially in 1955 and 1956 as compared with stable world prices. This was
largely due to the poor wheat harvest in 1955, the effect of which continued te
be felt in the form of high prices until the following harvest in nid-1956. l/
Unlike cotton or barley, the larger proportion of total wheat production of‘gyria
is consumed locally and hence its price is influenced more by changes in volume
of supply and local demand than by changes in world price.

i/ Although the prohibition on importing wheat and flour was lifted during the
period from August 1955 to May 1956, there were in fact few net imports into
Syria. Exports were prohibited early in the season (end of November 195k}
and remained subject to licensing until after the middle of March 1956 when
a good new season was assured,
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Table 50. Syria: Indices of Retail, Wholesale, Import and Export Prices

(1953 = 100)

Item 1950 1951 1952 1955 1954 1955 1956 l957§/

Retail pricesE/. T & 102 109 100 g2 91 10&9/ 11k

Wholesale prices,E/ general 119 120 100 96 97 102 99
Food . e e e e aes 106 122 100 89 96 103 97
Local rav materials . . ... 147 116 100 107 95 96 90

Local manufactures + + « ... 120 121 100 101 105 108 112
Puilding materials . . . ... 117 123 100 100 107 111 113

Tuels C e e ee 93 101 100 102 98 10k 118
Agricultural commodities:
Cottong/ e e e e e e . 123 186 124 100 113 97 93 81
wreat® . . ... ... T8 122 126 100 85 1ok 1ok 89
Barleyg/ B & 1kl 122 100 83 122 106 83
Tmport prices .« « « « . 95 107 109 100 96 95 100 o7
Export prices . . . . . 11k 152 120 100 110 107 108 99

Source: Statistical Abstract of Syria, 1950-1956 (Damascus) and (eneral

Monthly Bulletin of Gurrent Statistics, November-December 1957
(Cemescus). Import and export price indices are taken from table 51.

January to November for retail prices, January to October for wholesale
prices and January to September for import and export prices.

Price indices are annual averages of monthly figures. The retall price
index is unweighted (base year 1938) and includes nineteen food items as
well as scap, kerosene and cigarettes. The wvholesale price index 1g new
{vase 1952-1954) and includes sixty-one items. It is caleculated on the
basis of the Laspeyres' formula and weighted by the average value of the
various items scld in the market during the base period.

Average for eleven mconths only, that is, excluding October.
Ginned "Texas" veriety in Damascus.

"Commercial’ wheat in Demascus.

"White" barley in Damascus.




Table 51. Syria: Indices of Prices of Exports and Imports and Terms of Trade
{1952 = 100}

Export Import Terms of
Year prices prices trade
1950 & v v e v e e 95 87 109
1951 & v v v e e e e e e 126 38 129
1953 & v v v v e e e e e 83 92 90
1954 . o o0 v e e 91 88 103
1955 v 4 o e e e e e e 89 87 103
1956 « v v e e e e e e 90 92 98
1957 &8/« v v v o 0 e e 82 89 92

Source: E. Asfour, Syria: Monetary Policy in a Developing Feonomy
(uppublished). Calculated from data given in Statistical
Abgtract of Syrisa, 1950-1956, and Summary of Foreign Trade.
Tnadices are based on a selected group of eighteen export
items (representing 87 per cent of total value of exports
in 1952) and twenty-two mein import itews (representing
76 per cent of total value of imports in 1952). Changes in
prices of iters from the base year are weighted by the
relative value of each item in the selected group in 1952.

g/ January-September.
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Table 52. BSyria: Indices of Domestic and World Wholesale Prices,
Selected Commodities
(19%9 = 100)
Wheatﬁf SugarE/ Ginned cottong/ Cotton yarné/

Year Syria  Canada Syria Cuba Syria Usa Syria USA
1950 . . 18 99 100 120 126 115 111 115
1951 . . 122 111 115 136 191 132 153 13k
1952 . . . .« . 126 109 110 100 128 123 137 115
1953 . . . . . 100 100 87 82 103 10k 105 102
1954 . . 85 85 78 8 1ak 108 111 o7
1955 . . . 1ok 85 71 78 100 106 105 103
1956 . o . 10k 85 T 83 95 107 100 105

Source: Ibid., based on Statistical Abstract of Syria, 1950-1956, for

wholesale prices in Damascus. Statistical CfTice of the United
Nations, Monthly Bulletin of Statistics for other countries.

a/ For Syria: commercial hard wheat; for Canada: North Manitoba No. 2

T non-TWA sales (1953=100)

b/ For Syria: retail price of vhite granulated sugar in Damascus; for Cuba:

T New York spot quotations for f.o.b. export 960 centrifugal.

¢/ Tor Syria: ginned cotton "Texas" variety; for the United States: spot

T prices for Middling 15/16 inches.

d/ For Syria: cotton yarn 20/1; for the United States: knitting yarn 20/1.
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If the genersl wholesale index is compared with the index of import prices
a remarkable similarity of trend will be noticed, particularly after 1952. This
of course is due in part to the statistical fact that imports appear in the
wholesale as well as in the domestic import list of priced goods. However, since
there seems to have been neither significant pressure nor sagging in the level
of demand for goods and services, the parallel movement of the two indices lends
support to the hypothesis that changes in world prices of traded goods have had
en important, if not a primary, influence on domestic price trends in Syriax
since 1950 (table 53).

Table 55. Syria: Indices of Import Prices and
General Wholesale Prices
(1952-1954 average = 100)

Year Import Wholesale
prices prices
1990 4 ¢ 4 6 0 4 s a o Q5 oen
1951 & . a « s o & » « 105 115
1952 4 4 o o o o« o« .« 107 116
1953 4 4 4 o 0 0 o 0« 99 97
1954 v e 0 0 w0 oo o.o . Ok 93
1955 « « o 4« o s 0w 95 oh
1956 & ¢ 4 s 4 s oo+ oa 99 29
1957 o o & o = = o o« 95 95

Source: Tables 50 and 51.

Availability and use of resources

Tmile it is not possible to give a definite appraisal of changes in the
over-all supply and demend picture in Syria, preliminary estimates indicate that
the supply of goods and services, as represented by the gross national product
at constant prices, has been steadily increasing since 1950, except for the
year 1955 when a bad cereal harvest resulted in a real decline. The average
annual rate of increase has been of the order of 8 per cent and the exceptional
rises occurred in 1954 and 1956, both years of very good harvests. In 1956,
in addition, Syria experienced & substantial rise in industrial production and
in government expenditure, which was made possible by the rise in receipts from
oil companies.

On the demand side gross investment averaged about 15 per cent of gross
national product per ysar during the pericd 1950 to 1656 and has shown a slightly
higher rate of growth than that of gross national preduct. About one-third of
fixed cepital formetion was balanced by a net deficit in the balance of trade,
which was met by the inflow of foreign capital and foreign exchange, largely

-85




oy

through transfer of credit to foreign banks in Syria and also in the form of
foreign exchange receipts from oil companies. The other two-thirds represented
gross savings. Gross savings followed the general trend of growth of gross
naticnal product (execluding the effect of oil revenue), but at a slightly lower
rate. This indicates that public and private consumption, which represents the
difference between gross national product and savings, probably slightly
surpassed the rate of growth of national product during the period under Teviev.

It can thus be said that the increase in over=-all output, particularly in the
agricultural and government sectors, on the one hand, and the rise in oll revenue
and & net inflow of capital into the country beginning in 1953, on the other,
erabled Syria to maintain a high rate of capital accumulation and at the same time,
to raise its standard of consumptbion without creating inflationary pressures
up to 1954, The fall in agricultural production in 1955 started a slight upward
trend in prices which continued in 1656 and 1957 despite the recovery of
agricultural production and the rise in oil revenue. This latter development 1s
to be attributed in part to the deterioration in Syria's terms of trade, and in
part to the temporary effect of the Suer crisis late in 1956, but alsc to the
effect of extracrdinary defence expenditures in 1956 and 1957.

The relative importance of each of these elements in their effect on prices
can be seen from table 5h, which gives indices of gross national product at
constant prices and of capital formation and savings as percentages of gross
national product. It appears that from 1952 on, savings, as a proportion of
gross national product continued to rise, if revenue from oil companies is
included in exports of services. If this revenue is excluded, however, that is,
if it is considered as inflow of capital rather than as export of services, then
savings would appear to have maintained a stable and high rate of about
10 per cent of gross national product throughout the period. Conversely,
consumption in real terms maintained a relatively stable proportion of gross
national product (again, excluding oil revenue ), Thus it appears that the supply
of consumption goods and services from domestic production and imports kept pace
with the increase in demand.

output and foreign balance

A veview of the main components of aggregate output - consumption,
investment and foreign balance - will give a clearer indication of the
contribution of these factors to the over-all picture given in table s,  As
the table indicates, gross national product has risen at an average annual rate
of B per cent in real terms during the period from 1250 to 1956. Indications of
thig rate of growth of demestic output can be seen from table 55, which shows
changes in the volume of main agricultural and industrial products.

The most significant change in agricultural output has been the spectacular
grovth in cotton production, which started in 1950 in response to the increased
demend and higher prices of the Korean boom period. thile cotton was & minor
crop in Syria before 1950, it is now comparable in value to wheat, which vas
Syria's major crop. The other significant development in agricultural output
has been the wide fluctuation in yield and owtput of winter cereals and pulses,
particulariy wheat, bariey, millet and lentils, which depend primarily on
rainfall for their success. In particularly, low and maldistributed rainfall
in the 1950/51 and 1954 /55 seasons resulted in exceptionally bad harvests,

;..




cutting wheat output by sbout half and that of barley by over half the average.
The fall in output of wheat and pulses in 1951 and 1955 reduced the domestic
supply of these staple foodstuffs to the minimum required for local consumption
end helped to raise general food prices significently, g/

Cutput in the industrisl sector, though small, has registered a high rate
of growth, exceeding that of the genersl economy. Values of industrial products
at constant prices more than doubled between 1950 and 1956. Vhile expansion
of output was general, it has been particularly noticeable in the case of cement -
since the completion of a second factory at Aleppo in 1952 - sugar refining,
plate glass and electric power. The textile industry, the largest in the country,
showed a steady rate of growth maintained by increasing demand as well as
expanding exports of cotton yarn and of cotton and silk febrics to neighbouring
countries.

Growth of agricultural and industrial output was naturally paralleled by an
expansion in hanking, transport and trade services necessary for financing and
for distributing the products of such output. The greater expansion took place
in the foreign trade sector, in line with the growth in value of exports and :
other sources of foreign exchange. In addition the banking system grew at a |
rapid rate following the disconitinuance of the customs union between Syria and |
Lebznon in 1950 and the graduel transfer of financial and exchange services from
Beirut to Syria. Total assets of major banks in Syria doubled between the end
of 1950 and 1956, The growth of transport and banking services can be seen
in table 56. Changes in the volume of goods shipped out of Latakia port and, to
a lesser extent, changes in railway freighi in 1951 and 1955 indicate the fall in
exports of cereals due to bad harvests.

The other main contributor to total available supply of goods is the excess
of imports over exports, which was considersble during the period under review
and was financed mainly from the expenditures of oil companies on construction
of oil pipelines through Syria in the earlier years and from the rise in oil
royalties and fees after 1956. Other receipts on current account included locel
expenditure of the United Nations Relief and Works Agency for Palestine Refugees
in the Near Fast (UNRVA) and remittances from Syrian emigrants living abroad.

In the capital account significant developments included receipits from
Saudi Arabian loans (LS 22 million in 1950/51, and LS 56 million in 1955/56),
payment of the currency debt to Lebanon resulting from the monetary bresk between
the two countries in 1948 (LS 37 million in 1952-1954), and a sizable inflow of
Tunds through private firms and banke, particularly during the years 1953-1955.
These developments enabled the Syrian Government to add substantially to its
official holdings of gold and foreign exchange in those years and also to meet
the local demand for exchange resulting from the Suez crisis late in 1956
(table 57).

g/ This may explain the difference between the wholesale and import price
indices in these two vears (see table 53).
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Table 54%. Syria: Indices of Gross National Product, Fixed Capital
Formation and Savings, at Constant Prices a/

Gross national b/

Year product Fixed capital formatiocn Savings—
Index Index Per cent Per cent Per cent
(1955 = 100) (1953 = 100) of GNP of GNP of ONP
(1) (2)

1950 « v w v e 88 76 13.5 12.6 13.3
1951 . . . . . 83 85 15.6 8.6 g.2
1952 & o« . . 95 70 11.2 7.4 7.9
1953 & v o v . 1C0 100 i5.4 13.0 13.8
954 ... . 122 135 7.0 11.53 i2.5
1955 + .« . . . 112 153 21.0 13.7 15.0 ]
1956 . . . . . 139 1kg 16.5 10.5 16.8

Scurce: Preliminary estimates by the Bureau of Econcmic Affairs.

a/ Gross national product is adjusted by the general wholesale price index
~ given in table 53. Fixed capital formation and savings ere adjusted by
a composite index of wholegsale prices of building materials and of

| imported machinery and electrical eguipment.

v/ Savings include allocation for meintenasnce and depreciation as well as

" savings by the private and public sectors. They are defined as fixed
capital formation less the deficit on current account in the balance of
payments. Column (1) is calculated by excluding revenue from oil
companies (transit feeg, profits on exchange itransacticns, etc.) from the
current account, while column (2} includes such revenue. The higher rates
in 1955 and 1956 are in part due to an increase in revenue from oil
companies and, in 1950, alsc to the extraordinary payments made by the
companies in settlement of outstanding claims,
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Table 55. Syria: Oubput of Selected Major Agricultural and Industrial Products

(Thousands of tons, except as indicated)

1955 1956 1957

Sector, product and index 1950 1951 1952 1953 195k
Agriculture:
Wheat « o o ¢« & « « 830 510 900 870 965 438 1,051 1,351
Barley - . 320 155 L&T7 Lo 635 137 Le2  A65
Millet . . . .. 78 22 106 12k i1k 71 75 111
ILentils . « 0 e 27 30 51 63 58 37 75 99
Tomatoes « « o o & o -« 51 67 67 70 69 6l 81
TODACCO « o o s o o » » 7.1 7.3 6.2 k.5 5.3 5.0 5.2 7.0
Sugar-beets . . v 2 3 55 50 51 35 Ls 50
Cotton {ginned) . « . . 36 63 58 i 80 8l 93 107
Iindex of value added in
agriculiure (1555=1C0) . 82 106 128 100 119 81 127 wes
Industry:
Asphalt « « o+ & o v o 13 14 110 13 16 2p 3k 21
Cement o+ o« o + o « o o 68 39 151 22l 2hg 26k 326 315
Textiles « « o » o« » vos . ces 16 18 20 aes  aee
SUZAT « » o o s s s o @ ses 10 19 30 36 b5 50 aas
Tobacco manufacitures . 2.1 2.1 2.4 2.7 2.9 3.0 3.1 3.0%/
Aleoholic beverages . 1.3 0.9 1.8 1.6 1.4 1.5 1.8 ...
GLESE « o o = s & o » » L oes 5.7 3.3 9.3 7.8 10,7 ove
Electricity (millions of
kilowatt-hours) . . 81 87 g9 11k 129 147 166 15u§/
Index of value added in
industry (1953=100) . . 69 82 91 100 124 126 15k ...

Statistical Abstract of Syria, 1956, General Monthly Bulletin of
Current Statistics, November/December 1957, and Bureau des
Documentations syriennes et arabes, Etude mensuelle sur 1ltéconcnie
et le marché syriens, January 1958. Indices of value added are
preiiminary estimates by the Bureau of Economic Affairs.

Source:

Agricultural producticn refers to the year in which the harvest
cceurs.

3/ Preliminary estimate based on production of nine to eleven months .
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Pable 56. Syria: Indices of Growth of Transport and Banking Services

(1955 = 200)
Ttem 1950 1951 1952 195k 1955 1956 1957
Transport:
Railways: goods trans- a/
ported (ton kilometres) 89 88 95 107 95 117 130
Shipping: goods shipped
at Latakia port (tons):
Debarked . . . .+ . - 66 92 g5 118 161 196 19&3/
Fabarked . . . . . . L& 26 75 179 70 161 20k =
Trucks, buses and taxi
(number) « + - - « . ge 85 90 cas 127 130
Aircraft landings at
Damascus alrpord
(pumber) . . - . - . 126 102 110 125 169 182 180
Banking:
Number of branches . . 69 h 82 100 110 141
Deposits (end of year) L& 65 83 148 159 172
Discounts and advances
(end of year) . . . L5 51 6L 175 180 150

Source: Statistical Abstract of Syris, 1951-1956, General Monthly
Bulletin of Current Statistics, November/December 1957; Central
Bank of Gyria, "Aonual Report of 1956" (mimeographed) (in Arabic).

@/ Preliminary estimates based on figures for eight to ten wmonths.
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Table 57, ©Syria: Main Components of the Current Account of
Balance of Payments

(Millions of Syrian pounds)

Ttem 1950 1951 1952 1953 1954 1955 1956 19575/
Exports (adjusted). . . 270 292 337 408 570 she 602 shh
Imports (adjusted). . . 338 118 Ll L8l 673 725 ks 612

ixcess of imports (-) -68 -126  -~107 ~76  -103 -181 -143 -G8

Local expenditure of, and
government receipts from,
0il companies . . . o 40 52 L7 Lg Hty) 65 134k ...

Other net receipts on
current account . » . 36 33 35 23 -11 30 38 ...

Deficit (-) or
surpilus {*+) on
ecurrent account . . +8 =41 -25 -l -7 86 t20 L.

Source: Statistical Abstract of Syria, 1955 and 1956 and International Bank
for Reconstruction and Development mission report, The Economic
Development of Svria (Baltimore, 1955), for all figures, except
estimates of receipts from oil companies, 1950 to 1953, which are
from: Asfour, op.cit.

a/ Unadjusted figures.

Public and private invesiment

Resources available from national output and from the excess of imports over
exports are utilized either in current consumption or in gross investment. As
noted earlier, gross investment (fixed capital formation plus changes in
stocks 2/) maintained a high and rising ratio in relation to gross national product
during the period 1950-1956, The general trend over these years shows a
significant expansion in absolute volume and acceleration in rate of gross
investment from 1953 onwards, and a levelling off in 1955 and 1956 at a high
plateau. Private expenditure on capital formetion showed a slight decline after
195h which was compensated by stepped up expenditures in the public sector.
However, despite this significant growth of public expenditure on capital

é/ Changes in stocks of imported geoods are not taken into account in estimating
changes in total stocks.




formation in 1955 and 1956, the public sector still accounted for only about
e quarter of the total gross investment by both private and public sectors
(see table 58).

Table 58. Gyria: Indices of Public and Privete Txpenditure on
Grogs Investment

(1955 = 100)

Investment expenditure 1950 1951 1952 1953 195k 1955 1956

Private « « o » o + & 77 ah 73 100 1ho 1L 134

PUblic « « o v s o e 71 92 100 100 111 161 21k
Total o o s v o &+ o 76 86 78 106 k2 150 149

Ratio of public to
private (per cent) 17 20 2l 15 14 20 27

Source: Bursaw of Dconomic Affairs, preliminary estimates.

_ The sudden rise in private investment in 1954 no doubt created pressure of
i demand on evailable resources. This occurred, however, in the fields of building
i construction, and machinery and equipment for industry and transport; cnly the
demand on the former created any considerable pressure on local rescurces. The
exceptionally good harvest of that year raised export receipts to a new high
level and enabled Syria to finance the rise in investment without inflationary
results. The failure of the cereal crop in 1855, together with the maintenance
of the high level of investment, contributed significantly to the rise in prices
in that year.

The decline in private investment after 1954 occurred mainly in the industrial
and transport sectors, vhile the mejor investment sector, construction, remained
stable and investment in agriculture shifted from imports of agricultural
mechinery to reclamation and irrigation of land. This decline was offset by the
rige in public investment, in part in the fields of irrigation and industry, but
meinly in the field of communications, which included construction of roads,
building of the port of Latakia and extension of the auiomatic telephone system.

Consumption and wapges

Little is known about changes in consumption and wvage levels in Syria.
Taliing national consumption as a residual item, that is, vhat remains after
deducting gross investment from the total gross national product and adding
the foreign balance, it would seem that consumption in real terms grew at an
average rate of about 6 per cent per annum during the period 1950-1956, compared
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with an average rate of growth of over ¢ per cent for available resources and
12 per cent for gross investment. Consumption grew more repidly after 1953,
put was balanced by an even faster rate of growth in available resources in the
same period.

If the rate of growth of population is assumed to be about Z.5 per cent
a year, this would mean that real consumption levels in Syria rose abt an average
rate of 3.5 per cent a year after 1950. This rise, however, was not a consistent
one, but was arrested or diminished in 1953 and 1955, when a significant drop in
agricultural income took place.

There ie no informetion on money-wage changes during the period under
review. Legal minimum wages for various categories of unskilled and semi-skilled
vorkers were raised several times during the period, for example, from L3 2.25 a day
For unskilled workers in 1852 to L8 2.50 in 1953 and L8 2.75 in 1954, E/ Wnile
it is doubtful whether such legal minimum wages could be correctly taken as even
an approximate indication of changes in actual wage rates, there is little doubt
that wages rose, particularly after 1953, although it is not possible to say
whether the rise was in line with the average income rise of the country as a
whole.

Public finance, money and credit

The net effect of the financial activity of the Govermmeni on demand for
goods and services in Syria during the period under review was on the whole
deflationary up to 195k, inflationary in 1954 and 1957 and more or less balanced
in other years. This can be seen by comparing the annual. changes in government
deposits and gold and exchange holdings on the one hand with annual changes in
government domestic indebtedness on the other (table 59). The difference between
the two can then be taken to represent the net inflationmary or deflationary impact
of public activity on the economy, since it represents in fact the net difference
between total public receipts, from domestic and foreign sources, and total
public expenditure during each year.

The Government's accumulation of a considerable surplus, befare 195k,
achieved in spite of extracrdinary defence expenditure and the repayment of the
debt to Lebanon, was largely due to the great rise in revenue with only a slight
change in non-defence expenditures. This revenue was derived, in particular,
from receipts from import duties which rose steeply as a result of Syria's
increased imporit capacity and higher tariffs. In addition, duty on larger exports
of cotton and wheat, slightly higher receipts from oil companies, and receipts
from a $6 million loan from Saudli Arabia contributed to raising government receip®s
in that pericd. After 1954 expenditures on development projects, educational
sepvices and defence rose considerably, but were offset by the continued rise in
budget revenue ~ in part due to higher tax rates - and by a larger increase in
receipts from oil companies. In addition credit totalling $10 million was given
by Saudi Arabia in 1555 and 1956. A fall in oil revenue, together with increased
public expenditure during 1957, resulted in a substential deficit in that year.

&/ United Nations Reliel and Works Agency for Palestine Refugees in the Near
Bast, "Quarterly Bulletin of Econcmic Development”, Ne. 10,
September 1954 (Beirut) (mimeographed).
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Table 59. Syria: Public Deposits, Official Gold and Exchange Holdings
and Domestic Public Debt a/

(Miliions of Syrian pounds)

Item 1951 1952 1953 195k 1055 1956 1957
November
Public deposits o o« o » 63 118 175 156 18L 202 161

Official gold and
exchange holdings . . 75 108 158 168 171 202 183

Total o » o o o 136 227 333 H2l 355 Lok 3hiy

Annual change . . . cne +01  +106 -9

-+
A H
;,_l
o

0

1

co
[}

Domestic public debt?’ 185 18 170 23h 255 317 3ko
Ammal change » . .« . cer -1 ~1h 6k 21 62 39

Net surplus (%) or
deficit (-) + « veo tg2  t120 ~73 t10 T =112

Source: International Monetary Fund, International Financial Statistics
(Jashington, D.C.), May 1958,

g/ End of period.

g/ Claimg of the Central Bank on Government and of official entities;
excluding debt to Lebanon in 1951.

Changes in the supply and demand petterns can be detected in changes in
money supply and in credit to the private secktor, respectively (table 60).
Money supply moved in the same direction as gross national expenditure but more
steeply, Similariy, bank credit to the private sector followed the changes in
gross investment, although with a faster rate of growth. This monetary growth
can be atiributed in part to the expansion in banking services, particularly
for financing the growing volume of investment and foreign trade in Syria, bui
is probably also due to the greater monetization of the market during the period
in guestion.
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Table 60. Syria: Indices of Volume of Money Supply and
Bank Credit to the Private Sector

(1953 = 100)
Money National. expendi- Banic Private Exports
supply ture (at current credit investment and
prices) (at current  imports
prices)
1954 125 121 173 136 130
1955 121 11k 177 184 131
1956 1hg 139 186 183 139
1957 1662/ e 2055/ e 13

mm———

gource: International Monetary Fund, International Pinancial Statistics
for money supply, bank credit and foreign trade; EFureau of
Fconomic Affairs, for other indices.

s/ End of November.

#* % K KK

: The large surplus in the public sector in 1952 and 1953, together with a
relatively low level of investment by the private sector, resulted in weak

. demand for goods and services in relation to supply in those years. Output in

- ggriculture as well as in industry rose appreciably in both years, and more goods
and services were imported into the country than vere exported. Thus, as soon

as the speculative effect of the Korean conflict subsided in 1952, prices fell

steeply and, in the following two years, balanced at a lower level.

In 1954, although private ilnvestment shoved a sudden spurt and government
deficit expenditure for the first time was considerable, prices remained at a
low level, mainly because demand for investment and for consumption was matched
by an increase in the supply of goods and services. Total output showed an
exceptional rise, owing mainly to very good harvests and to the high prices of
cotton and wheat exports. Not only was Syria able, as a result of record high
exports, to increase its imports substantially during 1954, but it could also
finance from other receipts an excess of imports which added to the supply of
goods domestically available in that year.

Since the public sector did not contribute to the price rise in 1955 and
following years, it would seem that this rise was the result of excess demand
by the private sector over supply. As noted earlier, the large drop - about
Lo per cent - in agricultural output in 1955 created strong inflationaxy
pressure in the second half of that year and during the first half of 1956. The
effect of domestic supply shortsge was to an important extent, though not wholly,
mitigated by a lerge deficit in the balance of trade and probzsbly by a reduction
in private consumption. In 1956, with the appearance of bumper crops and a
record high level of imports, prices started o fall in $he middle of the year,
but were pushed up again towards the end of the year by speculation resulting
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from the Suez crisis. Prices of feodstuffs and fuel marked a particular rise,
although other prices moved little.

It is too early to give an appraisal of the balance of factors that led to
the maintenance of prices in 1957 at the relatively high level of the previous
year. Indications are that while agricultural output rose considerably, cutput
other sectors of the econcmy, particularly in the construction, industry, trade
and government sectors, remained stable or fell slightly. Revenue from oil
decreased, owing to the partial interruption of the flow through the pipelines,
and capital inflow was probebly reduced. Thus, although there was a probable
deficit on current account in 1957 as compared with a slight surplus in 1956,
this was accompanied by a lower level of both exports and imports.

The over-all rise in the supply of goods and services,vhich resulted from
the rise in agricultural ocutput and from the deficit on current account, was
offset by a sizable rise in stocks of cotton and wheat, by a large defiecit in
government accounts and also, possibly, by a small rise in private consumption.
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TURKXEY

cmic background

For the past seven years Turkey has experienced major developments in variocus
ds of econcmic activity. These developments, however, have not been uniform.
rete and dirvection of economic growth in individual sectors have, to & large
nt, been determined by government measures, including selective
strialization, tax exemption, subsidies, and the provision of credit facilities.

patitern of develorment has also been affected, but to a lesser extent, by
lability of resocurces and Turkey's external balance.

A study of gross domestic produckt, by industrial origin, reveals certain
acteristics of the Turkish ecorcmy and provides a clue to the rate and pattern
evelopment during the period 1950 through 1956. In addition, it shows the
ationary pressures in the economy and the consequent rise in the Price level.

The index of gross demestic product at factor cosﬁl/ (current prices,
= 100) rose from 61 in 1950 to 148 in 1956. Agriculture rose from 62 in 1950
00 in 1953, dropped drastically to 83 in 195k, and rose again %o 126 in 1956.

With the exceptiorn of agriculture, all sectors - and in particular
facturing and transport - shov a2 continuous and substantial rise in their
ribution to gross domestic product.

in analysis of the relative contributions of individual sectors to the Turkish
omy shows that, vhile sgriculture constituted 51 per cent of gross domestic

uct in 1951, it dropped to 39 per cent in 1954, and rose by 2 modest 2 per cent
955 and 1956. The largest gain seems to have been recorded in manufacturing,
relative position of which rose from 11 per cent in 195% to 15 per cent in 1956.

Impressive as some of these developmeutls appcer, +the picture changes
iderably when seen at constant instead of current prices, as appears i
e 61. The index of gross domestic product at constant prices shows a rise from
n 1950 to 108 in 1956, as against 61 in 1950 to 148 in 1956 at current prices.
average anmual rise in total real domestic income over the past six years has
6 per cent, with considerable year-to-year fluctuations. This makes it
ent that a substantial proportion of recent increases in national income
ured at current prices, is a mere reflection of the sharp rises in Turkey's
rpal price level, the rises being most conspicuous after 1953. The manner in
h various sectors have been affected by these price rises can best be
eciated by analysing the major sectors separately.

The index of agricultural producticn at constant prices reose from 71 in 1950 to
in 195%, dropped to 80 in 1954, and rose to only 96 in 1956, 4 per cent short of
1955 level. Mining and quarrying fell tc 92 in 1954 but rose to almost 109 in
. Manufacturing increased substantially - 26 per cent in three years. The

Reply of the Governmen® of Turkey to the United Nations Wational Accounts
Questionnaire, 1957.
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highest rate of development was achieved in the sector comprising electricity, gas,
vater and sanitary services, where real income increased by 49 per cent in three
yea.I‘S .

An analysis of the relative contributions of the major sectors to gross
domestic product at constant prices shows that, while the share of agriculture in
rotal domestic product was L8 per cent in 1953, it fell to 42 per cent in 1954 and
stood at 43.5 per cent in 1956, Industry, g/ on the other hand, seems to have
made a modest gain. The real income generated from domestic ipdustrial production
rose from 12.7 per cent in 1953 to 15 per cent in 1956. 5/ Construction, however,
dropped from 4.6 per cent in 1953 %o 3 per cent in 1956.  With the exception of the
sector including transport, storage and communications, which improved its relative
position by about 2 per cent in three years, the remaining sectors showed little
change throughout the period.

It is evident from the above analysis that Turkey's economy has, during the
past seven years, undergone some structural changes in favour of industry, mainly
with respect to manufacturing and transport. Agriculture, however, which is to a
great extent affected by changes in weather conditions, still remains the backbone
of the economy. 3/

Price movements

The gap between current and consitant prices, revealed in the above analysis of
the composition of gross domestic product, is already an indication of the pressure
of demand and the substantial rise in prices. The indices in table 62 serve merely
as supplementary evidence of price chapges.

The general wholesale price index rose steadily between 1950 and 1953 and has
increased sharply since them, the rise being of the magpitude of 64 per cent in
less then four years. The other wholesale price indices also, by and large,
followed the same upward trend. Exceptions to these uninterrupted rises are
observed in the raw meterials and farm products indices, which declined considerably
in 1952. The possible inflationary effect of the 1951 Korean boom can be seen in
these indices.

The cost-of-living indices, &/ with the exception of 1951, have also beewn
.rising steadily, the rise being much more significant since 1953. In May 1957, ke
cost-of -1living index stood at forty-eight points above the level of the 1953 hase
year.

g/ Industry here includes miring and guarrying, manufacturing, and electricity,
gas, water and sanitary services.

2/ Tt should be recalled that a great portion of Turkey's public investment, since
1950, has gone to the creation of "social overhead", the favourable effects of
which will appear in the coming years.

&/ These indices have been base-weighted because prices of consumer goads have
been subject to strict government control for the past few years.
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Table 62. Turkey: Indices of Wholesale Prices, Cost of Living and
Terms of Trade

(1953 = 100)

Ttem 1950 1951 1952 195k 1955 1956 1957
Wholesale prices: b/
Gomioral 8] + o o o ° * " 91 o7 98 111 119 1h2 16&5/
Raw makerials of « o o 89 108 103 112 128 143 15T5)
Puilding materials . o 9 81 97 111 12% 158 1&25/
Faym products « « o ¢ ° 91 127 106 107 126 1%% 1h8=
cost of livipg: v/
A1l items €/ « » o ¢ ¢ o v 93 o1 97 110 119 136 1h o/
Food ©f e« e e e e 0 gl 90 97 109 11k 131 1h1-

Terms of trade « o » o s e v 104 113 108 93 106 - -

Source: statistical Office of the United Natlons, Mopthly Bulletin of
Statistics.

g/ Weighted by the value of domestically consumed goods.

b/ May .

c/ Including semi-manufactured goocds; not including agricultural items.
a/ July.

e/ Istenbul prices.

Availability and use of Yesources

The process of inflation in Turkey cab best be seen DY comparing ayailable
resources ab constant prices with utilization of these resources ab current price:
This is done in table 6% for the years 195% o 1956.

4 study of table 6% shows that, while the index of total available Tesources
in constant prices YOBe by 10 per cent between 1952 and 1956, the index of total
ubilized resources in current market prices rose by 43 per cent during the same
period. The difference is indicative of ‘the excess pressure uponl the available
resources, resulting in rising prices.

The period preceding 1955 is characterized by the opposite phenomencn, name’
available rescuyces exceeding the gtilization of these resources. The gradual
decline in the ensuing g2ps however, 18 consistent with the mild increase in the
general wholesale price sndex between 1950 and 1955.

Gross private investment, particularly the accumulation of commodity gtocks
for speculative PUrpCses, and gross public inpvestment have been the two maJjor
contrivutors to inflationary pressures, the former increasing by 59 per cent and
the latter by T7 per cent from 1953 to 1956. While total gross investment at
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current merket prices was 12.2 per cent of tobal utilized resources in 1953, it
roge to 1%.9 per cent in 1954, 1h.5 per cent in 1955 and fell to 13.9 in 1956.

The significence of the fast rise in public investment and 1ts contribution
+to inflationary pressures can best be appreciated by considering that & great
proportion of these expenditures has gone to the creation of social overhead,
urban reconstruction and accumulation of agricultural stocks. The concentration
of investment in these areas has been the result of a deliberate investment
policy of the Turkish Covernment, favcuring rapid developments in agriculture and
in transport, communications and port facilities. Agriculture has, in eaddition,
received government support through the State Soil Progucts Purchasing Agency
(TOPRAK ). The serious losses incurred by TOPRAK as a result of price support
and stock accumulation have, so far, been covered by direct borrowing from the
Central Bank. The net result of these activities has been to generate money
income in the current period but not to add a proportionate amount to the current
pool of consumer goods and services.

Public finance, money and cyredit

An =nalysis of the general and annexed budgets shows that expenditure on
economic development went up from 21 per cent of the total in 1950 to 27.9 per cent
in 1955. This is indicated in table G, A substantial portion of this has gone
into investments in agriculture and in transport and in communications. A
sectoral distribution of investment is presented in table 65.

Table 64. Turkey: Estimates of State Expenditures by Broad Category
of Service, General and Annexed Budgets a/

(Miliions of Turkish liras)

Category 1950 1953 1954 1955

| Health o o « v « o o v o o n e e e 60.9 117.2 18,2  149.6
FAUNCETION o » » o o « s s o o+ o o+ = 197.0 269.0 3L3.7 425.9

Social Ssecurity o+ « o o« v s = e o 132.5 173.9 175.9 202.5

Feonomic development . « + - « + » o 728.8 568.1 61%.9 862.5

DEfENCE o » v o = o o o = & & s s s 520.9 6354.9 663.8 810.7

Public debt v ¢ o v e e s ow s e o= 58.6 126.5 126.5 135,k

General administration « . « + « « - 223.0 315.9 359.1 504, 1t

Total b/ 1,561.7  2,205.5 2,368L.1  3,091.0

i Source: Ministry of Finance, Memorandum on Budget Bill for Fiscal Year 1955,
No. 1955-56:6% (Ankara).

g/ Total public expenditures would include, in addition to the smounts shown
=bove, budgets of the provinces, the municipalities and the State
enterprises. Investment expenditures of the State enterprises alone
account for 35 to 40 per cent of total public investment expenditures.

b/ The Turkish Ministry of Finance breaks this total into "current” and
"investment"” expenditures.
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Table 65. Turkey: Estimates of Economic Development Expenditures by
Principal Sector, General and Annexed Budgets a/

(Millions of Turkish liras)

Ttem 195¢ 1953 195k 1955 1956 1957

Current expenditures:

Industyry, mining and electric power . 15,1 15.0 15.8 17.1L 17.6 17.8
Agriculture « « + « . . . . - . . . . W77 62.4 6B.3 88.6 109.1 ihg.5
Transport and commmications . . . . 1k.1 19.6 24,9 31,0 19.8 26.2
Public WOXKS o & « o o « + « « « « . 10.6 7.9 10.6  13.5 17.7 21.6

Total, current expenditures 87.5 1ok.9 119.7 150.2 164.1 215.1

Investments:
Indugtry, mining and electric power . L49.9 L47.6 50.9 48.7 39.1 5.7
Apriculture . « « « & 4w = « « &+ . . k7.9 102.3 106.3 182.6 2u1.L 382.1
3

Transport and communications . . . . 10&6.4 241.2 246.3 385.6 Lé2,7 551.
Public WOTKS « v + & v « » « « o« « o 3.0 72,1 90.8 95.4 85.7 115.2

Total, investments 241.3 U463.3 Loh,2 712.3 828.9 1,103.3

Source: Ministry of Finance, Memorandum on Budget Bill for Fiscal Year 1955, g
Mo, 1955-1956:63; figures for 1956 and 1957 furnished to
United Nations Buresu of Economic Affairs.

a/ See footnote a/ to table 6k,

Defence expenditures constitute a fairly large proportion of total
expenditures, Although this item showed a decreasing percentage over the years
1950 through 1955, it still formed more than 26 per cent of the total in 1955.
Expenditures on defence and the public debt (interest and amortization) together
formed over 30 per cent of total expenditure in 1955.

The approved general budget for 1957 shows that, out of a total of LT 4,007
million, LT 1,053 million have been appropriated for military expenditure and
LT 1,241 million for investment expenditure.

Availsble data indicate a continued bank credit expansion between 1954 and
1956, but the rate of increase was reduced from 21 per cent in 1955 to 18 per cent
in 1956. This 1s seen in table 66. The increase of LT 1,278 million in total
credit in 1956 was alumost equally shared by the Central Bank and the commercial
banks. The increase in Central Bark credit in 1956, amountiag to LT 620 million,
represented mainly advances to the government sector (TOPRAK, moncpolies, and so
on) and rediscounts. The Central Bank provided, in the form of advances or i
rediscounts of Treasury-guaranteed bills of the State-owned econcmic enterprises,

a sum of LT 288 million in 1956 both to cover the deficit 5/ of the government
budgets and to finance the curreant capital needs of the publie sector of the
gconomy .

5/ The deficit, vhich was LT 168 million in 1953, rose to LT 202 million in 195k
and dropped to LT 99 million in 1955. In 1956, it was LT 159 million.
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Table 66. Turkey: Bank Credit Outstanding &% Year End
(Millions of Turkish liras)

Item 1954 1955 1956

Central Bank creditﬁf. e e e e e e e 2,842 3,603 4,223
commercial bank eredit (net or rediscounts)é/. 3,148 3,649 4,307
Total 5,990 7,252 8,530

Source: United Nations Bureau of Teoncmic Affairs.

a/ Tpncludes claim to be liguidated and portfolio of securities of the State
Soil Products Purchasing Agency (TOPRAK)

b/ Excludes Treasury bond holdings of commercial banke.

Total commercial credit, net of rediscounts, rose from LT 3,148 million in
1954 to LT 3,649 million in 1955 and LT 4,307 million in 1956. Construction and
commercial credit increases were much smaller in 1956 than in 1955, but there was
large increase in industrial credit and a still larger expansion of agricultural
credit. The distribution of total commercial credit for the period 1954 -1956 is
given in table 67.

Table 67. Turkey: Bank Credit Outstanding and its Distribution
(Miliions of Turkish iiras)

Tten 1954 1955 1956

Commercial bank credit:

FOMIOTCIBL + « « o o = 8 ot o o v s o0 2,020 2,400 2,671
mo artisans and small traders . . « « « =« ° 36 57 i
BEriculBural o « « o s s = owoeowos e n T 1,k54 1,486 1,789
TnAUSErial « - o & o v b e ow e womoms e 796 1,018 1,k00
House building + « « o+ + o 0 =0 e et 288 390 h15
Municipel WOTKS « o « e e s e ow e owosom v 207 2h5 298
Total, commercial bank credit (gross) 1,803 5,596 6,637

Tess rediscounts .« « o o 4 e o= oeowoe s o0 1,655 1,947 2,330
Total, commercial bank credit (net) 3,148 5,649 L, 307

gource: United Nations Bureau of Bconomic [ffairs.
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The periocd since 1953 has experienced a fast rise in total money supply mainly
as & result of the extension of credit by the banking system, including the active
role of the Central Bank in financing directly the needs of the Government. The
70 per cent increase in mopey supply from 1953 to 1956 was associated with a fall
in the anmal rate of turnover of demend deposits. é/

The Bank Credit Regulating Committee, created in 1959, tried to control tredit
expansion by establishing ceilings in June 1956. The banks were prevented from
granting credit above ceilings determined on the basis of credit outstanding at the
end of 1955. 7/ Furthermore, the rediscount rate was raised from 4.5 to 6 per cent.
Despite these two measures, credit expansion continued.

The monetary authorities were able to reduce the rate of real estate and
commercial credit expansion however. The new banking law, which has been under
debate in the Grand Naticnal Assembly, is designed to increase the control of the
monetary authorities over the banking system of allowing them to vary the interest
rates and the compulsory reserve requirements as may be necessitated by chapging
conditions.

The Turkish Government has also declared its intention to restrict its
investment activity so as not to exceed the availasbility of total resources. Mozre
specifically, it has been planning to balance the budget and refrain from borrowing
from the Central Bank, to control the invesiment expenditures of all State
enterprises, o consolidate the past debts to TOFRAK and finance its future deficit
from Treasury funds, and to encourage the flow of foreign capital.

Foreign trade and balance of payments

Turkey's financial position vis-a-vis the outside world is shown in table 68.
Imports and exports have manifested a downward trend in the pericd 1952-1956.
There is one exception to this general trend in the case of experts, in the year
1953, which registered an increase of LT 9% million over the previous year, =znd
another exception in the case of imports, in the vyear 195%, which registered an
increase of LT 47 million over the previocus year.

The 1953 bumper crop was followed by a bad harvest in 1954. This reduced
Turkey's export surplus of grains and made it a net importer in 1955. The
consistent decline in exports since 1953 is explained partly by a succession of
relatively unfavourable crop years, partly by the high cost of production of some
exportable products, and partly by the increased domestic consumption of exportable
products.

The gradual decline in imports is a reflection of Turkey's attempt to limit its
operations to the available foreign exchange. As a member of the European Payments
Union, Turkey had agreed to liberalize its import policy. This resulted in a huge

L

é/ The velocity of the circulation of money calculated as a rabio of bank clearings
to demand deposits for the periocd 1952-195%6 was 44.2, 41.9, 43.0, 37.5 and 31.3,
for eack respective year.

I/ Due to increased pressure from the agricultural sector, however, the ceilings
were modified in September 1956 to permit an additional 20 per cent increase in
credit.
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deficit, amounting to LT 512 million on the current account in 1952. In an effort
to reduce this deficlt, the liberal import policy was suspended in April 1953.

By strict comtrol of imports of consumer goods in general, and luxury items In
particular, the current deficit was reduced substantially in 1953. In 1954 the
picture vas reversed and the current deficit rose by LT 50 pillion. This rise was
mainly due to the fact that imports did not fall as fast as exports; the former fell
by only 10 per cent apd the latter by over 15 per cent. Moreover, in 1954 the
unfavourable terms of trade mist have aggravated the situation further. The trade
deficit in 1955, which rose by LT 108 million over the 1954 level, is explained by
a continued fall in exports and a rise in imports. The deficit on the current
account in 1955, howvever, was LT 57 million below the 1954 level. This 1s mainly
explained by the rise in Turkey's NATO and offshore receipts. In 1956, stricter
measures were taken to curtall imports, especially of consumer goods. These
measures, coupled with a further rise in NATC and of fshore receipts, made it
possible for Turkey to reduce the trade deficit by LT 199 million and the deficit on
current account by LT kg million as compared to the 1955 deficits. It should be
pointed out, hovever, +that neither the trade nor payments deficits show a clear
trend, but have oscillated throughout the period.

These deficits have, in the past five years, heen mainly Tinanced through
suppliers’ credits, official donations, and long-term loans. There are no
assurances, however, that Turkey can continue to incur deficits of such a magnitude.
The sharp curtailment of imports in 1956 was necessitated by foreign exchange
difficulties. Maoreover, Turkey's external debt has increased considerably:
amortization and servicing of the debt rose from LT 42 million in 1952 to almost
LT 90 million in 19%56.

The long-run solution of the valance of payments problem will probably depend
upon a substantial expansion in exports and an inflow of foreign investment. For
+his to be achieved, hovever, it is imperative that the internal price level should
be more or iess stabilized and that the cost of producticn of exportable commoditvies
should be brought in line with international prices. In the absence of such
ravourable developments - and the assurance of contimed grants and loans - Turkey
will have no choice but to curtail imports still further. This latter measure,
however, may not only increase price instability, but may also make it very
aifficult for Turkey To continue its development programme at the desired level and
under stable price conditions.

As to the effect of the current deficits on the price level, it can be said
that the over-all effect has been diginflationary. The sharp curtailment in the
imports of consumption goods in 1956, however, must have contributed to the
existing inflationary conditions. Moreover, the disinflationary effects of the
large deficits on current account should not be over -emphasized, as the investment
components of imported goods, in particular since 195%, have bheen very large.
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Table 68. Turkey: Balance of Payments
(Millions of Turkish liras)

Item 1952 1953 195k 1955 1956
Current account:
EXpOrts, T.0.0¢ o « o s « o « o 1,016 1,109 938 877 8sly
Imports; f + O nb . LI | LI ) a . LI -l; 569 "1., 511. -l; 179 "l, 226 "l, OO}']'
Trade Dalance « « o o o o« s o =353 -202 -2h1 ~349 ~150
Net invisibles (including NATO
and offshore receipts) . « + ~159 ~193 ~20h -39 11
Current balance .« « « « « « -512 -395 ~hhs -368 ~-139
Means of financing:
Private donations . « « & & « « - 3 aes e “an
Private capital + ¢ « « « « + & 122 395 212 25 -98
LONE-LEIT « o o o o « o o o (23) (EO)b/ (23) (8) (7)
Short-term a/ « ¢ + o « . . . (98) (375 )~ (189) (27) (-105) |
Official donations « « « « o « L7 134 127 1ho 232
Official and bank capital . . . 253 -137 78 oh7 70
Long~term:
Official loans received . . (46) (28) (40} (86) (95;
Am@r‘tiza'tiﬂn =+ * . 9 LI ( "'"LI"E) ( -60) ( "55 ) ( —96) ( —'89
Short-term « o o« o o = o o o » (249) (-105) (93) (257) (66)
Net errors and omissions « . « « . -8 ces 28 ~36 -65

Source: International Monetary Fund, International Financial Statistics
(Washington, D.C.), January 1958.

a/ This covers mainly changes in import credits received and extended. Some
changes in such credits are included in net errors and cmissions.

b/ Includes net errors and omissions.

The Democratic party, which came ¥To power in 1950, had some major economic
policy abjectives. These were a rapid development ir agriculture, improvement in
the transport and communications system, and expansion in industrial production,.
The entire policy was geared towards a rise in per capita income and in the level
of living.
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The Turkish Government took an active role in the implementation of its policy
and, as a result, planned and executed a number of projects. In response to these
developments, the Turkish economy undervent some structural chapges in favour of
industry, mainly manufacturing, and transportation. Agriculture, however, still
vemains the backbone of the economy and is, to a great extent, dependent on weather
conditions.

Salutary as many of these activities have been, in their effect on a rise in
real national income, they have not been completely free of unfavourable
consequences. 1The pericd 1950-1955 experienced & moderately rising, and scmetimes
falling, price level. Inflationary pressures, hovever, became marked in the period
succeeding 195% and prices moved up ot a fast rate. It is interesting to note
that, while per capita money income (1953 = 100) rose from LT 128 in 1950 to
LT 875 in 1956, per capita real income rose from LT 458 to LT 560 during the same
period.

The large investment programme of +the Covernment, coupled with some poor
cereal crop years, has produced intense pressure upon domestic resources and has
led to curtailment of exports. The situation has been aggravated by the ease of
credit in general, the budgetary deficit and the method of financing guaranteed
prices for agricultural products. The expangion of the domestic product has not
heen sufficiently large to meet these pressures, which have been manifested in a
constant deterioration in the balance of payments and a sharp rise in the price
level.

In their attempt to correct the external balance, the Turkish authorities have
clamped dowvn on imports, mainly of consumer goods. Although this resulted in a
substantial reduction in the current deficit of 1956, it tended to aggravate the
already persistent inflaticnary situation. A manifestation of this is that,
despite strict price controls, the price level has continued to rise.

The Turkish authorities have recently shown awareness of these problems and
have indicated a desire to take effective measures. A Bank Credit Regulating
Committee hss been created to enforce Turkey's monetary policy by controlling the
volume and direction of credit. This Committee has, in particular, shown interest
in restricting banking operations in real estate and in inventory financing.
Moreover, a Committee of Ministers was recently established to study ways and means
of balancing the general and annexed budgets, of contracting the investmen?®
expenditures of all State enterprises and ensuring the financing of such investment
frem real internal savings and foreign loans, and of consolidating the past debts
of the State Soil Products Purchasing Agency (TOPRAK) and financing its future
deficit from Treasury funds.

Many of these measures will undoubtedly help to promote growth at a more
stable price level. The Turkish Government, however, is facing the problem of
having to complete a number of projects requiring resources Ifor the investment of
considerably greater amounts. Although the Government has declared its intention
not to start new projects which would interfere with those under construction,
spdications are that conditions of strain in the Turkish economy will persist for
some bime to come, unless steps are taken Lo slow down the pace of investment in
ordey %o bring it in line with available resources.
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REVIEW OF STATISTICAL TABLES

The economic changes that have taken place in the Middle East, particularly
in the past few years, as reflected by the following tables, are here reviewed
briefly and in broad outline.

Agriculture

During the period 19&8-1956, agricultural output has expanded significantly
for the region as a vhole. }/ With the 1948-1952 average as a base, the increase
was close 1o one-fourth by 1956, while for production of principal crops alone
it was slightly over one~third.

Output of the major crops - wheat, bariey, rice and cotton - has also
revealed an upward trend. The first half of 1957, for example, shows an increase
of 20 per cent over the corresponding period of 1956; with the 1948-1952 average
a5 a base, expansion in 1957 was close to two-thirds.

The greater mechanization of agriculiture is reflected to some extent by the
fact that for the individual countries considered there appesrs to have been a
significant increase in the number of tractors used in the periocd 1950-1956.

Available data for animals and animal products in the post-war period do
not permit broad generalizastions. Production figures, with few exceptions
(such as those for meat in Egypt, milk and livestock in Israel, poultry in
Lebanon end Turkey and livestock in Syria, which bhave shown a steady increase),
for individual countries, as well as for the area as a whole, reveal variations
Trom year to year not indicative of any specific frends.

Comparisons of available figures for per capita consumption in 1955/56
show that among the three countries considered, Israel ranked first, with a
total calorie intake per person of 2,860 per day, followed by Turkey with 2,670
and Egypt with 2,590, and similarly for protein and fat intalie per person per
day. With regard to individual food categories, the same order applies, with
the exception of cereals, sugar and fish. For cereals, Egypt ranked first,
followed by Turkey, while for sugar and fish Egypt's per capita food congsumption
ranked next to Israel's. It may be noted, however, that in the case of Israel
food imports - particularly of cereals, sugar, meat, fish and oils and fats -
contributed to the availability of supply to a much larger extent than in the
case of Egypt and Turkey.

1/ The indices of agricultural production (table ITI) cover, in addition to

- the Middle Fastern countries, Afghanistan, Eritrea, Ethiopia, Libya, Somalia,
British and French Somaliland, whose agricultural output constituted less
than 10 per cent of the total.

«109-




Finally, on the credit side, comparisons petween 1951 and 1955 show
notable increases in the extension of institutional agricultural credit,
especially in Tsrael, Iran, Syria and Turkey where such increases amounted to
sbout ko, 150, 86 and 80 per cent, respectively. covernment agricultural banks
were the main source of funds.

Industry

Available indices for industrial production pertain to only three countries
in the region, Egypt, Tsrael and Turkey, all of which seem to have witnessed a
significant industrial expansion. 2/ With 1950 as & base, the general index
for Egyptian industrial production stood at 133 in 1955, vhereas for those
industries in Turkey for which relisble cutput figures are available - coal &nd
metal, mining, sulphur and textiles - 2 steady growth can be digcerned. Cn the
other hand, while only the 1955 and 1956 figures for Israel (taken from the
Tnternational atendard Industrial Classification of all Economice Activities)
are presenﬁed - in which with 1955 as & base no change in the general index for
1956 took place - corresponding data for previous years indicate an apprecigble
upward trend in industrial production.

OQutput indices of major industries in the area ss a whole - with 1955 as
a base - also indicate that, except for olive oil and tobacco, there was an
upward trend in the pericd 1950-1956 - most notebly in the production of
superphosphates, sulphuric acid, paper and, cardboard, cement and electricity,
in that order.

The scanty figures for industrial employment show that, for Egypt and
Turkey, employment in establishments with ten or more persons averaged about
290,000 and 200,000 respectively in the period 1950b195h; in Israel, on the
other hand, employment 1n all establishments averaged approximately 117,000 for
the period 1950-1956.

Toreign Trade

geographic pattern

Intra-regional trede constituted a small portion of the total, averaging
about one-seventh, vhile trade with the western world made up between one-half
and two-thirds of the total. wor individual countries, however, the pattern
differed significantly. Thus, vhereas a smail portion of the trade of Egypt,
Tren, Israel and Turkey vas with other Middle EBastern countries - averaging
1ess than 10 per cent of their total trade - a substantial share of the Jordanian,
Lebanese and Syrian commerce was regional. Furthermore, although the area's
trade with the western worlid is very impoxtant, wide variations as to its
relative significance among individual States may be noted.

R

9/ Tor a mOre detailed account of the growth of industry in these three

- countries, see United Mations, Development of Manufacturing Industry in
Egypt, Israel and Turkey (sales number: 58.II1.B.4).
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Por the peried 1953-1957, the most notablie changes that took place in the
pattern of trade of the individual countries considered reveal that Egypt's
foreign trade had a relative expansion with the Middle East and e relative drop
with the United States and western Eurcope. The Iranian trade pattern, on the
other hand, did not undergo any appreciable change. Iraq's export trade dropped
relatively with the Middle East and the United Kingdom but increased significantly
with the United States, while it remained practically unchanged with continental
western Europe. Import trade with western Europe, however, witnessed a relative
expansion. Israel's geographic trade pattern shows a relative decline in trade
with the Middle East but a significant increase in that with continental western
Europe and a less significant increase in that with "other countries". Jordan's
pattern reveals a relative decline in trade with the Middle East and a relative
expansion in exports to "other countries" and in imports from Rurope. On the
import side, ILebanon's trade pattern did not alter appreciably, with approximately
two-thirds of the imports evenly supplied by the Middle East and continental
western Europe; however, exports to western Europe expanded relatively, but
those to eastern BEurope dropped. The most significant change in the Sudan’'s
pattern of trade was the relative expansion with the Middle Fast and the drop
with the United Kingdom; din Syria's, the relative drop with the United States
and continental western Europe. More specifically, in the case of Syria, there
wvas a significant increase in imports from the Middle East but a slight drop in
those from the United States and an appreciable decline in those from the United
Kingdom; on the other hand, exports to eastern Hurope and "other countries"
expanded relatively but those to the United States dropped slightly and those to
western Burope dropped to a greater extent. ‘urkey's trade witnessed a relative
expansion with the United States and eastern Europe and a relstive drop with
continental western Furope and "other countries"; imports from the Middle East
contracted relatively.

Composition

The region's exports are much less diversified than its imports. Eegypt's
main export is raw cotion, which averaged sbout 73 per cent of the total value
of exports in the pericd l95h—1956, although it declined from 78 per cent in
1954 to 70 per cent in 1956.

Iraq's major exports are wheat, barley and dates, constituting nearly
two-thirds of the total. For the period 1954-1956, the relative importance of
dates seems to have declined slightly.

Israel's major exports are more varied: oranges and grape-fruit were the
leading items, averaging over one-third of the total, in 1954-1956; manufactured
goods constituted roughly ancther third.

The relative significance of Lebanon's major exports has not changed
appreciably in the same period. The two leading food exports, fruits and
vegetables, have shown an irregular decline - from 40 per cent of the total in
1954 to 30 per cent in 1955 and 33 per cent in 1956.

The Sudan's chief export is cotton (ginned cotton and cotton-seed), averaging
in 1954-1956 two-thirds of the total in terms of value and showing an upward
trend - from 62 per cent in 1954 to 73 per cent in 1956. From the First half
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of 1956 to the corresponding pericd of 1957, however, there was a significant
drop - from 68 per cent to Lo per eent.

For S8yria, barley, wheat and cotton constituted over 50 per cent of the
total, their relative importance fluctuating from year to year, with cotton
assuming, for the whole period, a relatively greater importance than the other
TvO.

Among major Turkish exports, fruits, nuts, tobacco and cotton averaged
58 per cent of the total, with tobacco, the leading export item, showing an
upward trend - from 26 per cent in 1954 to 31 per cent in 1956 - while the
relative importance of the othere fluctuated.

With regard to the import trade of individual countries, it is apparent that
smong the major Bgyptian imports in the paricd 19531956, machinery and iron and.
steel manufactures expanded relatively (from 15 per cent in 1955 to 25 per ceny
in 1956) vhile wheat declined from 14 4o L.i per cent for the same pericd.
Petroleum imports averaged close 1o 10 per cent of the total.

gimilarly, Iran's imports of machinery and road eguipment expanded
relatively between 1953 and 1955 (from 9.7 to 16 per cent), while other major
imports, such as cotton fabrics end sugar, dropped appreciably ~ from 37 pev cent
to 18 per cent of the total for the same pericd.

Notable changes in Iragi imports were the relative declines in the
importation of iron and steel (from 17.4 per cent in 1955 to 13 per cent in
1956) and of cotton fabrics (from 12 to B per cent) in the same period. In
1956, machinery alone constituted around one-fourth of total imports in terms
of value.

Among major categories of Terseli imports, raw materials accounted for
about one-half of the total in 1955»1956. One notable change was the relative
decline in imports of menufactured consumer goods - from 21 per cent in 1953
to 14.6 per cent in 1956 - and the rise in imports of investment goods - from
23 to 28 per cent for the seme period.

Changes in the relative importance of various lebhanese imports, for l955~l956,
were notably the relative expansion in imports of iron and steel bars and
machinery - from 12 per cent in 1953 to 20 per cent in 1956 - and the relative
decline in imports of cereals and livestock - from 22 to 16 per cent for the
same period. Tmports of petroleum products averaged about 7 per cent of the
total.

Major Sudanese imports that expanded relatively during 1955_1956 were cotton
and rayon fabrics - from 1.6 to 17 per cent - and sugar - from 7.7 te 10 per cent -
while imports of iron and steel and motor vehicles dropped from 10.8 to
5.5 per cent during the same pericd. TImports of other major items did not
change significantly.

Most important of the Syrian imports during 1955-1956 were machinery and

electrical equipment and petrolaum products whose combined share averaged over
one-fourth of the total. The relative expansion in imports of raw sugar and
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the decline in imports of wocllen and cotton fabrics - from 5.6 per cent in 1953
to_i.h per cent in 1956 - were notable changes.

Among major Turkish imports, machinery and transport equipment averaged over
one-third of the total, showing an upward trend from 36 per cent in 1953 to
L1 per cent in 1956. Other notable changes were the relative decline in imports
of iron and steel and fuels - from 19 to 16 per cent for the same period.

Terms of trade

With 1953 as a base there did not exist & common trend, in the period
1955—1956, for the countries taken into account - Cyprus being the only country
that witnessed a steady improvement.

Balance of payments

A1l the countries considered - with the exception of Iraq, Egypt in 1954,
and the Sudan in 1996 - showed a deficit in their balance of current transactions
for the period 1954-1956. Two countries, however, Iran and the Sudan, showed
a surplus in their balance of trade in 1955 and 1956 vhich was more than offset
by an outflow of investment income and payments for various services.

The deficits of Jordan and Israel were rectified mainly through official and
private donations; Egypt's deficit was met mainly through changes in official
and banking capital {that is, in sterling balances) and foreign exchange holdings
of the National Bank and authorized commercial banks. Turkey's deficit was met
primarily through official donations and short-term capital movements (that is,
import credits granted to Turlish official institutions by foreigners, bank
credits extended to the Central Bank by foreign banks, and incredses in
United States Govermment holdings of liras). Iran's deficit was offsget by an
inflow of private capital and official loans and donations, and finally the
Sudan's deficit in 1954 and 1955 was met mainly through official long-term capital
movements (chenges in the foreign assets of the Sudanese Government). '

For the period 1950-1957 the area's crude production of petroleum smounted
to about one-fifth of the world total, with Kuwait and Saudi Arabia as the
leading producers, whose combined share in 1955, 1956 and 1957 averaged about
60 per cent of total Middle Eastern production. One notable chenge in 1956-1957
vas the displacement of Irag by Iran as the third major producer in the region -
a position it lost after 1950. Total production has shown a continuous
expansion.

Total refinery products as a percentage of world total seem to have slightly
increased in the past three years, but vhen compared with 1950 they show an
appreciable drop - from 9.5 per cent in that year to 6.5 per cent in 1956,

Iiran, Saudi Arabia and Babrain sre the region's three major producers, whose
joint production for the years 1954, 1955 and 1956 averaged 72 per cent of the
total. With the increase in refining in Irag and other countries of the region,
however, the share of these three countries dropped from 89 per cent in 1950 to
71 per cent in 1956.
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Transportation

With the exception of lebanon, railway passenger traffic, both as to number
of pessengers and passenger-kilometres, has, on the whole, assumed an upward
trend. Freight traffic, in net ton-kilometres, has fluctuated more markedly
from year to year but also showed a rising trend.

This also applies to international seaborne shipping, which has showm an
over-all expansion in the period 1953-1956, but with significant variations from
year to year. In the case of Lebanon the volume of goods loaded and unloaded
has almost doubled, whereas in Egypt the change has not been apprecisble.

The pumber of motor vehicles used in each of the countries considered, with
the exception of Iran, has also steadily grown during 1952-1956; +the increase
has been most marked in Syria, ILebanon and Irag, vhere it amounted to 96, 56
and 5% per cent, respectively.

The region's civil aviation revenue traffic during 1952-1956 has witnessed
a substantial expansion. Thus, beitween 1952 and 1955, kilometres [lown
increased by approximately 39 per cent, passenger-kilcmetres by 63 per cent,
cargo (ton-kilometres) by 40 per cent and mail (ton-kilometres) by 4l per cent.
The corresponding increase between 1955 and 1956 was alsoc appreciable, amounting
for the same categories to 12, 17, 36 and 22 per cent, respectively. The most
noteble change in the first period was in connexion with the Jordenien, Lebanese,
Saudi Arabian, Syrian and Sudanese airways, vhile in 1955~1956 the Lebanese,
Tragi and Israeli airways registered the greatest relative expansion.

iﬂ Suez Canal traffic, in the post-~war period 1947-1955, has grown in volume

e significantly. Thus, the number of ship transits has more than doubled

(from 5,972 in 1947 to 14,666 in 1955) vhile the volume of goods carried has

more than trebled {(from 30.6 million to 107.5 million metric HOns ). It is

also apparent that oil cargo has averaged over one-half of total cargo, showing

a relative increase from 4k per cent in 1947 to 62 per cent in 1955.  Furthermore,
the number of oil tankers passing through the Suez Canal increased from 2,400

to 8,000 for the same period indicating a relative increase from 42 per cent to
approximately 55 per cent of the total number of transits for all ships. The
relatively slight drop in traffic in 1956 was due to the blocking of the Canal.

H Finance and Development

jﬁ Available data pertaining to official expenditures on development projects
reveal two main characteristics:

First - the significant increase in spending on economic development projects
in the last five or six years. Thus, between 1951/52 and 1955/56, actual
expenditures on development in Irag increased approximately eleven times;
between 1949/50 and 1955/56, Israel's development expenditure shows an increase
of eight times; Dbetween i95h/55 and 1957/58, actual expenditures of the Plan
Organization in Iran expanded seven times; between 1950 and 1957, Turkey's
expenditure on development projects - excluding State enterprise - increased
about four times.
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Second - the channelling, with few exceptions, of the greater portion of
development funds towards the agricultural and transportation sectors. For
the countries and pericds considered it is seen that Irag, Iran and Turkey
devoted close to one-half, two-thirds and four-fifths respectively of total
lisbursements to these two sectors. é/ On the other hand, whereas the share of
irrigation and transportation projects in Syria's total appropriations for
1955-1860 was ahout 62 per cent, their share in actual expenditures, from
September 1955 to the end of 1956, did not amouni to more than one-third. Figures
for Israeli development expenditures indicate that for the period 1950/51«1956/57
the shares of agriculture and communications averaged about 32 and 13 per cent,
respectively, of the total. Furthermore, while expenditures on housing and
building assumed a relative decline - from 28 per cent of the total in 1950/51
to 13 per cent in 1956/57 - industry's share rose from 11 to 19 per cent for the
same period,

On the credit side, one notable development in the pericd 19541957, with
regard to the distribution of bank credit outstanding between public and private
sectors, was the relative expansion in credit extended to public authorities in
feypt, Isrsel, Syria and Iraq, amounting in 1957 to almost one-half of the total.
In both Iran and Turkey, the share of the public sector, for the period as a
whole, was over one-half.

On the other hand, the relative shares of economic activities in outstanding
bank credit differed from country to country. In Egypt and Syria the bulk of
extended credit went ito trade (85 and 73 per cent, respectively, of the total
in 1956). Tn Israel the agricultural sector absorbed over 40 per cent of the
total for the period 1954-1956, followed by industry and trade in that order.

In Turkey, credit extended to trade was a little less than two-thirds of the
total, the bulk of the remainder going to agriculture. It is also seen that
vhereas credit extended to industry by the Industrial Bank of Egypt constituted
a negligible share of the total, in Syria industry's portion was significant,
amounting to around il per cent.

5/ Corresponding data for other Middle Eastern countries not included in the
- gtatistical tables reveal the same characteristic proportions.
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Table I. Acreage of Principal Crops, by Country

(Thousands of hectares)

Annual average

Crop and country 1948-1952 1953 1954 1955 1956 1957
Wheat o o o o o o 9,780 12,552 12,819 13,525 14,369 13,853
CYPTUS + o » =« =« &« 75 T4 Th 81 79 75 a/
Egypt « o » o « o = 605 752 75k 64O 660 636 a/
TYBRL » o o & s o 2,080 a/b/ 2,300 a/ 2,300 &/ 2,300 a/ 2,900 2,500 a/
ITBQ o « « o » o = 936 1,182 1,390 1,k25 1,31k 1,456
Tsrael . v « « o . 3L b/ %0 31 L7 57 62
Jordan . . . . . . 182 246 2753 272 260 a/ 260 a/
LEDAnON « « » « » 70 70 70 70 70 70
SUGAD 4 .« s e s 13 11 1% 12 12 10
SYrid o « + v s o+ s 99k 1,3Lh 1,3h7 1,463 1,551 1,537
Turkey ¢/ . . i, 770 6,547 6,541 7,186 7,458 7,220
Other countrles d/ 21 26 26 29 28 27
Barley . » o « o » o 14,301 5,080 5,295 5,576 5,761 5,561
CYPrus o+ « » o + » 55 57 56 57 5 55 a/
Egypt « o = o+ o & an ko 51 57 55 59 &/
Tran . « « « « « o 15T 8/ 800 a/ 800 a/ 800 &/ 1,000 800 a/
TEAQ o o » + + = . 93k 1,096 1,122 1,205 1,171 1,250
Terael .« « o o « 52 ‘of 70 78 62 58 5%
Jordan . 62 92 10k 101 80 a/f 8o a/
Lebanon .+ .« ¢ « . . 20 20 20 20 19 ~ 18
SYri@ + o v » ¢ = » 369 439 543 61k 712 636
Turkey . . 1,972 2,437 2,500 2,640 2,612 2,600
Other countries a/. 18 20 19 20 20 20
MALZE o o o + « o . . 1,337 1,536 1,576 1,538 1,550 ves
BEypt + o« » ¢ o o o 660 8L 8oc 770 771 756
Tran o« « « « -« .. 6 6 af 6 af 6 af 8 ces
TPEG o« o o o = = 20 8 5 8 7 ves
Tsrael o« o « o o & 5 11 8 8 13
Lebanon .. 7 8 7 8 8 9
Sudan « « .« 0 o+ e e 14 23 10 19 17 -
SYYid o 4 o o o+ . o= 2l 18 17 13 10 .es
TUrkey .« « « = « = 5908 621 720 706 7oL -
RYE o o o o + o o » o ho3 6h9 613 6Ll 6h2 650
TUXLEY « o « o o = k93 649 613 61 bh2 650
0BES « o o o v o o s 323 533 359 380 %82 411
TUYKEY » o o & o = 307 320 3L8 369 372 Loo
Other countries . . 16 13 11 1l 10 il
Miliet » o o o + o« & 555 912 890 867 697 ces
SUAAIN &« 4 o e e s 354 e/ 685 670 680 533 cee
SYria « o o 4 o4 . . 93 98 102 70 87 .
TUrKEY o+ « o« v » » Th 83 79 79 77 .o
Other countries . . 32 L6 39 38 - .
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Table I {continued)

Annual average

Crop and country 1948-1952 1953 1954 1955 1956 1957
Sorghum . . .+ . .« . 1,081 1,172 923 1,540 1,243
Egypt . . . . . . . 191 204 192 184 202 ces
Sudan « o . . . . . 820 871 615 1,280 1,041 cee
Other countries . . 70 97 116 76 ces ies
Rice (paddy) .. £89 580 681 584 687 ces
Bevpt v« v v 0 0 v 256 178 256 252 290 -
ITan o v v o 4 o » 222 250 251 23 280 vee
Iraqd v v o 4 o u e i7h 95 120 5h 70 ine
Syria . . . e b 5 6 i 3 .
TUrKEY & v o o . . 31 50 k6 29 Y2
Other countries . . 2 e 2 2 2
Pulses £/ . . . . . . ik 709 735 772 751 .
Cyprus .« + « + o & 6 9 9 8 8 .
Egypt « « « ¢« o . & 194 159 171 190 182 .
TXan o+ .« 0 o o . 84 b/ 84 b/ 85 b/ 85 b/ 85 b/
TT8Q & & o 4 o o 10 9 8 12 10
ITsrael . . . o v . 2 1 3 3 3
Jordan . . . . . . 23 51 3k 31 11af .
Lebanon . « &« & .+ . 9 9 9 S 9
SUGAN « . 4 . v . 9 9 7 1l 8
SYEi® v v 4 4 & 4 W 109 112 122 119 12h .
TUZKEY o o o o o o 268 286 287 304 311
Cotton Lint . ., . . . 1,723 1,811 1,984 2,186 2,197 .
Aden . . . . . .. 2 ces 15 1k v/ ...
e 761 556 663 763 6ol 763
Tran . o v « o + . 1353 225 200 230 210 e
Irag o v v« « o 29 - 56 57 57
Sudan . . . . . . . 207 264 279 2ho 309 e
Syria . . . . . . . 106 128 187 249 272 255
TUrKEY & + « » o o 178 605 582 625 637 cen
Other countries . . 7 3% L 6 L e
Sugar-beets . . . . . 85 101 11k 1hl 163
Iran . « v v o . . 3L NS 38 Lo L7
Israel . . . . . . . - 1 1 i .
Syria . . . . . 1 ef L 5 3 3 -
Turkey .« « o « . . 50 53 70 95 112 17
Sugar-cane . , . 37 Ly 48 L7 Lo .
Egypt « « « v v . . 37 Lk 43 Ly Lo ces
TODACCO 4 & & & & & 156 209 203 217 220 cee
Iran - . 16 27 17 19 21 ees
TIYAQ o o o o o « & 6 g/ 8 10 8 a/ 8
Israel . . . . . . L L 6 LT 3
Lebanon , . . . . . 2 2 3 3 3 ﬁ/ e
Syria v v v ¢ 4 e . 7 6 7 7 9 cos
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Table I (continued)

Apnual average

Crop and country 1948-1952 1953 1954 1955 1956 1957
Tobacco (continued)
TUIKEY o« o « o o » =« 118 159 156 172 172
Other countries . . . o] 3 L, y L -
Oil-seeds + + = « » « « 2,191 2,392 2,613 2,856 2,945
Aden . « v 4 v v o s 5 8 11 15 16
CYPrUS + =« o o o o » 7 6 6 16 13
EEypt o « » o o o o & 732 588 699 802 737
TPEN o o o 0 o o o 17 a/ 2y a/ 2258/ 2558/ 2353/ ...
TEBG o+ o o o & o u 59 51 92 85 83 ees
T8rael v 4 o s v e s L H 9 il 1h cer
Jordan . . 4 . 4 . . 5 1k 1h 11 a/ ha/ ...
Lebanon « « « « o » » 6 6 i b 4y coo
SUdan . ¢ s e s e s ow 403 478 ko7 487 604
SYri@ o o o v 0 s v 122 i52 213 272 298
TULKEY o « o o o s = 701 8h2 843 808 927

Source: TFood and Agriculture Organization of the United Nations.

a/ BEstimated.

b/ Average of four years.

¢/ Crop includes spelt.

a/ Including Arabian peninsula countries and the Sudan.

e/ Average of three years.

f/ Dry beans, dry peas, broad beans, chick-peas and lentils.
g/ Annual average, 1947-1951.

{
!
.

| : 118-




Table II. Production of Principal Crops, by Country

(Thousands of metric tons)

Annual average

Crop and country - 1948-1952 1955 195k 1955 1956 1957
Wheat . . . . . . .. 9,238 13,835 i1,koe 11,953 12,978 15,858
Cyprus . . ., . .. 48 67 71 62 82 70
Egypt . . . . . . . 1,113 1,5h7 1,729 1,451 1,547 1,ke7
Iran ., . . . . . . 1,860 a/ 2,2k0 a/ 2,100 &/ 2,313 a/ 2,700 2,722
Irag « v o v 2 . . L8 762 1,160 kg3 ™ 776 1,118
Israel . . .., .. 2k b/ 30 3L 36 Th 50 a/
Jordan ., . ., . . 127 100 233 79 135 a/ 135 a/
Lebanon , . . ., . . 51 50 60 60 62 65
Budan . . . . . . . 15 16 1h 17 18 b
Syria « .« . . . . . 762 870 965 438 1,051 1,kuk
Turkey ¢/ . . . .. Wb,772 8,130 5,010 7,016 6,510 8,750
Other countries d/. 19 23 26 28 23 23
Barley . . ... .. L,6388 6,366 5,522 5,052 5,859 6,929
Cyprus . .+ . . . . Ly 67 70 5% 65 60 a/
Beypt + v v v v .. 123 103 116 127 18 . 13
Iran « . ... .. T67a/ 820 820 a/ 880 a/ 1,000 a/ 980 a/
IXag v 4 o v v . . 722 1,111 1,239 757 1,066 1,305
Israel . .., .., Ll v/ 6L 90 ho 85 80 a/
Jordan . . . . . . 52 43 1ok 25 50 50 a/
Lebanon . . . . . . 25 26 27 26 21 22
Syria . . . . . . . 321 Lo 635 137 L62 580
Turkey . . . . . . 2,270 3,640 2,400 2,985 2,900 3,700
Cther countries . . 17 20 21 20 21 21
laize « o . ... .. 2,209 2,696 2,565 2,664 2,606 cen
Bgypt « . . . . .. 1,378 1,853 1,568 1,71k 1,652 1,654
Iran . . .., ... 6 7 a/ 7 a/ T af 1k v
Irag o v v 4w W W 1h 8" L 7 6 cen
Israel . . . . . . 8 11 23 26 27 cer
Lebanon . . . . . . 12 13 a/ 13 1k 1k 15
Sudan . . . . . . . 13 22~ 12 23 20 -
Syria . . . . . . . 31 22 2k 18 15 -
Tarkey . . . . . . Th7 760 g1k 855 858 cen
Other countries . . .o ‘oo - P - -
We v v 4 v v . . 500 730 440 650 566 Thh
Turkey . . . . . . 500 730 kLo 650 566 Thi
ats ... .. ... 339 k28 236 365 391 Lol
Turkey . . . . . . 326 kig 325 356 382 Lgh
Other countries . . 13 12 11 9 9 1o
illet . . . . ., . . 307 605 605 577 - cen
Sudan . . . .. ., 130 e 326 360 376 321 -
Syria « o v . . . . 62 124 11k 7L 75 .
TUTKEY o 4 o 4 . W 78 103 88 92 T4
Other countries . . 37 a/ 52 a/ 43 a/ 38 ces
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mable TI {continued)

Arrnual average

Crop and country 194841952 1955 195k 1955 1956 1957
Sorghtill « o o o « = * » 1,189 1,788 1,112 1,796 eee vee
BEypt o » 0 ¢ o0 oo 518 582 549 537 591 cee
GUABT o v o v e s s 608 1,141 Lok 1,202 1,057 ces
Other countries . . . 6% 65 99 a/ 57 vee ves
Rice (paddy) .+ « « « - 1,725 1,513 2,020 1,831 2,250 ves
Baypt o« o ¢ b 0 v oo 971 652 1,118 1,310 1,537 ves
Tram . = o s o« 0 0 e 4oL Log 526 322 Lo ces
Trag o o o s o5 0 o » 203 163 180 83 111 ces
Syri@ o o o 0o v e oo 13 16 19 11 6 .
TUTLEY « s e e o+ v 109 181 183 102 153 -
Other countries . . . 3 2 5 3 3 ves
PULBES o o o » =+ + o » 760 767 800 797 778 ves
CYDruS o« o o + o = b 7 8 7 6 ‘oo
Bgypt o o o 0 0 o0 o0 oo 315 26k 303 321 26l ces
TIAN » o s o e o e 5T 55 a/ 55 &/ 55 af 55 &/ ..
Irag o o+ oo o0 o0 oot 6 6 5 6 6 oo
Torael « « « ¢ « ¢ = 1 i 2 2 2 -
Jordan . . s e o= ov oo 15 16 27 9 15 a/ ...
LEDANOL + o o o + o o 15 15 15 16 13 cee
SUABD o » - & s e = s 8 6 11 15 12 ves
SYrig o o+ v e o« v s 79 86 ol 60 97 R
TUrKEY o o+ v o= = o 26k 311 282 306 308 ves
Covton £/ « « « = & o 651 650 730 46 793 798
AdEN o o o o s s o = 1 vee L 6 ) ves
BEypt o + « o v = o 596 518 548 335 325 573
TYBN o o o + a5 o v 26 50 60 60 62 61
Traqg o« o « o ¢ o+ o0 o¢ 5 ves 7 8 8 10
Sudan . .« o+ v e v e T4 90 &9 95 13k 95
Syri@ « » v v e o+ oo o 30 L7 80 8l 9% 11k
TULLEY o » v » o+ o s 119 139 1h2 157 165 145
Other countries . . . 2 6 cen 1 . .
Sugar-veets . « . o« o+ - 1,321 1,751 1,682 2,323 2,767 ces
TIAN o o = & o o v » BLe) 551 L5 522 562 oo
Tsragl o « s o0 e o oe 2 af cee 21 30 30 a/ ..
Syrig o« 0 0 s o= oo 7 g 50 51 35 L5 ves
TUrEEY « « » 0 o s v 963 1,170 1,165 1,736 2,150 1,79k
Sugar-cane . . o« o+ o« o+ 2,291 2,819 4,223 4,137 ver ces
Eeypt 8/ o+ - . . - 2,185 2,818 L 22 L,128 oo cee
LEbAnNOn « « » « & o+ ® 6 i 1 9 ce
TOLACCO « « » o v s = = 110 155 135 149 1h8 ves
TYB o« v 0 ¢ = v o 12 &/ 18 a/ 12 af 11 &/ i a/ AT
TYBG o o o+ o oo 5 8 O T 6 .
Tarael + o o & s o+ s 2 3 3 2 2 .

-120-




iy

Table II (continued)

Annual average

Crop and country 1948-1952 1953 195k 1955 1956 1957
‘obacco (continued)
Lebanon + « v 4 . . . 2 2 2 2 3 3
Syria . . . . . .o 6 5 6 5 p) 7
TUTKEY &« o o « o & ak 118 102 120 116 119
Other countries . . . 1 1 L 2 2 e
11VES v 4 4 4 4 v w L2 435 708 389 792 cee
Cyprus . « + . . . . 10 n/ ph 8 8 9 N
Beypt v v o v v v . . 2 3 3 5 5a/ ...
-+ SO 10 a/ 10 10 a/ 10 a/ 10 a/ .
Israel . @ 4 . 4 . . 6 b/ 1k o2~ 3 257 ...
Jordan . . . . . . . 23 L9 61 120 7L cen
Lebanon . . « « & . 32 k2 a/ 36 1L 55 ces
Syrig .« v v v 4w u 61 n/ Lo 36 29 78 e
TUrKEY o o o o o v 268 25k 552 200 539 e
Nive oil o « v & o + . Th 79 124 55 1L0 vee
Cyprus . « « o 4 o as 2 h/ 2 L 1 2 toe
Iran & o ¢ v & v + o 1 1 1 1 1 .
Israel . . .« & . . . 11n/ 2 L e 5 ‘o
Jordan . . . . 4 o4 . L h/ 9 15 3 af 15 a/ .
Lebanon . . . . . . . 9 b/ 10 12 2 13 e
Syria « v v . o0 o0 . . 9 n/ 11 8 7 il a/
Turkey o+ « « v+ « o 48 h/ L 83 41 90~ ...
il-seeds i/ . . . . . 1,567 1,73k 1,858 1,926 2,0l5 .
Aden .. . ... .. 2 h 9 8 12 .
Cypris 4w ¢ v 4 - . . 2 2 2 2 1 .
BEYVPE v v v v v ¢ 0 . 760 652 716 659 687 .
Iran o o v o 4 o 4 s 6k 11k a/f 134 af 134 a/ 139 a/ .
Ir8d « o & o o . . 18 25 "~ I 29 %0 .
Israsl o« v v 4 v w W 3 9 i8 2L 26 .
JOrd2n 4+ w v o o o » 2 i b b b
Lebanon « v o 4 4 4 b 4 4 L ke
Sudan « + 4 0 o0 o« 4 . 253 372 318 3hly )
SYrid o v v v v 4 . s 7L 92 160 166 187
TUrKEY & o « = o o 388 hs6 462 512 L79
itrus fruits . . . . . 835 1,150 1,090 1,2ko 1,211
CYDIUE & v o o o o » 35 56 L8 51 50
Egypt « « o o & . e 293 361 331 365 329
TZaN v v 4 0 4 v w0 . Ly Lg 35 Lo b5
Tsrael v v 4 v o4 . . 302 L0 392 L50 L65 af
Lebanon . « + + . . . 75 100 103 109 126~
TUrKeY & v v + o o 78 113 175 217 191
Other countries . . . 5 5 6 8 5
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Table TI (continued)
Annual average
Crop and country - - 194B8-1952 1953 195k 1955 1956 . 1957
Dates o v o o o « o + « 838 1,051 1,135 1,16k 1,013 ves
Aden . . 0 e s e e s 5 13 13 15 15a/ ...
EEYDE o o » o o« « s 185 v/ 289 379 329 369 cos
TT8n + « « « o « o = ies5 125 141 100 132 1ok
TX8G o s o o s o o o 310 350 322 hks 222 ces
Saudi Arabia . . . . 182 i/ 250 a/ 2508/ 2508/ 250 g/ .
SUdBR « v v e 0 e e 31 2l 30 25 25 a/ ...
Raisings o o o = o o + & 181 223 21 220 267 ces
CYprusS o« o o o o & » 5 i 7 T 7 .
TTEN o o s s o & = s Ll 49 50 60 62 63
SYri o o o o v o o » 8 17 23 10 10 a/ cee
TULKEY o v o o o o = 126 148 158 141 186 © ces
Other countries . . . 1 2 5 2 2 -
Figs K/ v v o v 0 0 v . 20k 262 226 201 230 cee
CYPTUS o o o o « o » 3 b L 3 3 cer
EEyPE o « « o « o o « 11 8 11 9 10 a/ .
TIEN 4 o s ¢ & o o = 6 1/ 6 a/ 5 a/ 5 a/ 5 &/ cee
T8racl v v v o = » o 6 5 5 6 8"~ -
Jordan . . . o o+ b 16 3/ 61 18 8 15a/ ...
Lebanon . « « « + + & 13 20a/ 20 a/ 20 a/ 20 a/ cas
SYrid o v o v v o« o . 42 53 56 50~ L8 ves
TULKEY o « o « « ¢ o 107 105 107 100 121 cre

Source: TFood and Agriculture Organizaticn of the United Nations.

a/ Estimated.

b/ Average of four years.

¢/ Crop includes spelt.

d/ Including Arabian peninsula countries and the Sudan.

e/ 1948-19Lg,

£/ Cotton lint; cotton-seed not included,

g/ Avermge of three years.

h/ Annual average, 19k7-1952.

i/ Soya beans, ground-nuts, cotton-seed, linseed, sesame seed, sunflover seed.

i/ Average of two years.

%/ Tresh basis.
1/ 19L8.
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Table IIT. Indices of Agricultural Production
(1948/k9 - 1952/53 = 100)

i

Year Neaxr Eastﬁ/ World

Total agricultural production:

Preewll' o« o o « o = o o 5 2 s o = s s o &+ 83 R
1953750 v v v i e e e e e e e e e e e e 119 110
.1_951‘['/55 . L] LI N ] « & & =+ » .- L] LI S LI 11.9 lll
1955/56 4 @ v v 4 h e e e e s e e e e s 121 11k
1956/57 v v s 0t s v e e e e e e e e 125 118
Food production:
PI‘E-WEI‘ T & & = = T 4 ¥ 8 & 32 B & a2 B & = 85 aes
1955/50h & 0 v i e e s e e e e e e e ees 121 110
1954/55 4 v v v v m e h e e e e e e e e s 119 111
1955/56 4 v v 4 b e h e e e e e e e e 121 11h
1956/57 « o o« v v v e w e e e h e e e 126 117

Source: Food and Agriculture Organization of the United Nations, Monthly
Bulletin of Agricultural Economics and Statistics, vol. VI, No, 9.

a/ The term "Near East", as used here, covers the countries of the
Arabian peninsula, Afghanistan, Eritrea, Ethiopia, Iran, Israel,
Libya, Somalia, British and French Somaliland and Turkey.
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a/

Table VI. Institutionel Agricultural Credit, by Country
(Millions of dollars)

Value of loans

Country

1951 1952 1953 1955
TEYDE o ¢ v o v o o o o v o & o« » « & 34.8 54.9 57.2 53.0
1 '« W A - 11.3 18.3
(P3G & o o o o o o v o o & o o o o 0.8 3.8 k.5
[srael B/ o v « v v« 4 v v o v v . . 59,0 - - 63.0
TOI‘dan - L L3 - - L] - L] - * L] * - - L] 015 - l-)-!' 2.0
:@ganon E/ e s e e e E s e e w e s ; o ; o % 8 1.1
JUCATL & 4 e« 8 & & 8 & s & e 8 8 o # = . . . -
Syria ef v v v e e e e e e e e 6.5 8.6 2,2 12.1
FUTKEY o o v o o = = o« o = = o o o « 234.3 k31,5 366.1 k21,0

Source; United Nations Bureau of Economic Affairs; Food and Agriculiure
Organization, The State of Food and Agriculture, 1957 (Rome, 1957).

é/ The 1951 figures and most of the 1955 figures (for Fgypt, Iraq, Israel,
Jordan, Lebanon and Syria) have been obtained by convexrting available data
expressed in naticnal currencies into dollars. For this purpose the
currency conversion factors for trade given in the United Nations
Monthly Bullietin of Statistics were utilized. All other figures are
data from the Food and Agriculture Organization expressed in dollars.

For the period congidered, the currency conversion factors for Egypt,
Iran, Jordan and Turkey did not alter from year to year. For Syria
the variations were not significant. For Israel an important change
took place between 1954 and 1955 as noted in footnote _/.

b/ Currency conversion factor (United States cents per Israeli pound) for
1951, 280 and Tor 1955, 55.56. In Israeli pounds, value of loans during
1951 amounted to approximately 21 million, as compared with 113 million
during 1955.

E/ Currency conversion factor for exports was used,
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Table VII. Number of Tractorsi/ Used in Agriculture, by Country

Country 950 1953 1954 1955 1956
AETL « » o o e e a e e s ves 52 1022/ 1502/ 1828/
T 1,000/ 1,181/ 1768 1,68 o/
Baypt e o e e e e e e 8,850 10,355 10,750 s
Tram o o s s s o o s v 8 % ¢ ¢ 1,186E/ ‘ee cee eee .
TYOQ o o o o o+ o » 0 5 ¢ s . 1,129 1,h62 1,715 2,096
Terael « o = o v o o o s o 0 s 2,300 2,386 3,535 k,010 k4,500
JOTABN o « & s o v & v s e s BMQ/ oh b/ ‘5052/ o ceo
TEDANOE o s « » & v v v v e 121 112 135 160 ess
GUABN o o + = s v e s o8 oa e 120 89 91 gi 91
SYria o e s e e e ow st ov et 6l b/ 1,15 b/ 1,&5&3/ 1,786?/ 2,07&9/
TUTKEY o o o o o ¢ ¢ v ¢ o o » 10,227 35,670 57, Th> ho,282 43,727

gource: TFood and Agriculture Organization of the United Nations; and
report on the Turkish budget for fiscal year 1956/57.

a/ Both crawler and wheel types.

E/ Tractors used for all purposes, including road-buillding.

¢/ TFigures include garden tractors.

4/ 1951.
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Table VIII. Industrial Production Index,g/ Selected Countries
(1953 = 100}

Country and industry 1948 1949 1950 1951 1952 1953 1954 1955 1956

Salt end phosphate . . 4 o ¢ o ¢ ¢« o a exa w0 vea 121 114 100 ii2 25 s

Crude pebroleum . . « o + « & « 4 & ) vea  ess . 102 105 1co 87 89 ans
Canning, fruit preservation . . . . .

Tobaceo, mouassel, and edible oils , ,) " ' e 108 102 100 101 117 "et
Textiles w o o « o 2 2 ¢ s s « 2+ o 8l 80 83 91 97 100 109 116 17
Manufacture of footwear . .+ 4 v « &+ + sue ves P 7 97 100 163 97 P
Manmuifacture of furniture « « « « 2 + «  esa voe - 122 119 100 122 131 v ea
Paper, cardboard and products thereof, ... ... aes 98 9L 100 1is ih2 157
Printing and perdiodicals o +» o 4 + o « cos  ses ean 89 e 100 116 121 ese
Alcohol, soap and 0dls . . » 4 &« v 4 4 ses e cas 8g 96 100 103 i .
Petroleum refineries . « ¢ « « = « « « 17 116 121 131 136 100 1L 152 124
Tanning industry e & 8 & 4 a4 % e 2 W 'rE Y] cem 92 102 «100 107 12&- case
Basic metal industries . . & . 4 4 @ & ees was aus 58 g6 100 17 149 vae
MobLOr~cAr Iepailrs o o o v o o = # o o was es cas as 1A 100 11 122 P
General index of manufactures B/ . . . ... aua are 105 105 113 122 133 see

Taragl: c/
TENEIALS o o o w o o o o = + o » o » s ass  exa ves . ceu . vee 100 1hdy
FOOG 4 o 4 4 « o & 2 o & &« & « a o ¢ 2 sas  asa “en e ans anw eus 100 101
TEJ(tilES T L T T see T seo aea aso ] o 100 o2
Clﬂthiﬂg and footwear « * A & » a u = e aae Y eas a0 cew sag loo 95
Wood cork @ & & & 4 % & 8 2 e ¥ oM v & ey Ty} con YY) saso ase aes 100 96
Printing and Daper o o ¢ + o s « o ¢ ¢ sce  was vew “ne ise ‘e cra i0C S4
Leather . o v o o« 5 o o & ¢ 5 4 o o o 2se  sas s s . sus . 100 117
Rubber products . 4 4 o o « o & s o 8 ssa  eus . aus vas - aes 100 8%
Chemicalﬁ L R T S S ) “aa asw san sen as s Ty o 100 101-
Stone and CBl:ﬂEﬂ.t A a2 w2 & = a2 e » = « & ane =ae aaw e e Y s s }-m 92
Metals . [ T s e aan asa soe waw sae 100 9?
vehiCJ‘es - * - - + . - - [] w - - a a a aee L [ XX 408 aea LE R - e lOC 116
General index of mamufactures . . .+ + +es rre “es soa ase veu sea 100 100
Turkey: d

Coal ﬂ%ﬂ.ﬁg A & s m B & & 4 & & B &8 ® 73 714 7? 82 82 }.OQ 101- 97 1.03
Hetal l'ﬂiniﬂg I T T T T R 3z 48 1’1-6 6? 89 100 62 Yid 117
SUIpur W 4 4 4 e 6 4 s oaw e e e w2 32 61 76 a5 100 102 117 142
Textil-.ES P R T T T T T T S ST B R 75 87 8? 82 96 100 118 129 122

Soutee:  Statistical Office of the United Nations; Egypt, Wational Flanning Commission, Index Number of
Production and Foreign Trade of Erypt, 1945~195h (Cairo, 1956) (in Arabic).

Taken from Internatlonal Standard Industrial Classification of all Economic Activities,
1950 = 100.

1955 = 100,

Figures for Turkey are estimstes of the Statistical Office of the United Nations,

e Qe
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Table TX. Quantum Indices of Output in Certain Industries,
Major Producing Countries

(1953 = 100)

Product and country 1950 1954 1955 1956
Flectricity (Aden, Cyprus, Egypt, Irag, Israel,

Lebanon, Sudan, Syria, Turkey . « « + » « « « o & 6l 116 132 1h1 a/
Electricity consumption (Egypt, Iraq, Israel,

Syria, TUXKEY) + o o o » « o s v o w0 s v s v 68 119 1%3 ves
Sugar (Begypt, Lran, Syria, Turkey) « « « = « « o » 72 112 125 129 b/
olive oil {Cyprus, Israel, Jordan, Lebanon,

Syria, TUTKEY) + « « s « o o & o v s o o « o s s 69 160 6l ces
Beer (Bgypt, Irag, Israel, Lebanon, Syria, Turkey). 102 121 124 108 b/
Cigarettes (Iran, Israel, Jordan, Lebanon, Syria,

TULKEY) « o o o o o o o v n o o o n v oo o0 6 11k 109 1k cf
Tobacco (Iran, Israel, Jordan, Lebanon, Syria,

TUTKEY) o v o « o o o o s v o v o o v 00 w0 (T 107 95 129 ¢/
Cotton yarn (Egypt, Lebanon, Syria, Turkey) . . . . 81 111 125 124
Cotton Tabrics (Egypt, Lebanon, Turkey) + « « « « « T3 iib 118 137
Paper and cardboard (Egypt, Turkey) + + « « « « « « 719 130 158 159
Alecochol (Egypt, Israel, Syria, Turkey) .« « « « . . 93 gly 117 10k
Sulphuric acid (Egypt, Isvael, Turkey) . . . « « . 65 157 215 223
Superphosphates (Egypt, Israel, Turkey) . « « . « - 76 178 248 225
Nitrogenous fertilizers (Egypt, Turkey) « » . + « .+ 2 117 139 151
Refined petroleum (Bahrein, Egypt, Iran, Irag,

Tsrael, Kuwait, Lebanon, Saudi Avabia, Turkey) . 146 111 1ko 15L
Cement (Egypt, Iran, Iraq, Isreel, Lebanon, Syria,

TUTKEY) o o o o = o o o o o o s v o v o o o o oo 9 117 137 1h7 4/
Steel (Egypt, Turkey) « o« o v v o v 0 o o s oo oo 62 113 129 118 e/
Glass (Egypt, Israel, Turkey) « « « « « + o « » =« 59 103 120 vae

Source: United Nations Bureau of Economic Affairs; United Nations,
Statistical Yearbook, 1957 and Monthly Bulletin of Statistics,
February 1958; Egypt, L'Bgypte industrielle, May 1957 and
National Bank of Egypt, Econcmic Bulletin, vol. X, Wo. 5
(Cairo, 1957); Israel, Statistical Bulletin of Israel, April 195k
and May 1957, and Statistical Abstract of Tsrael 1956/57; Syria,
General Monthly Bulletin of Current Statistics, May/June, 195T;
Turkey, Monthly Bulletin of Statistics, May 1957.

a/ Tigure represents approximately 90 per cent of total generation.
b/ Excluding Syria.

¢/ Excluding Iran and Turkey.

d/ Excluding Iragq.

e/ Turkey only.
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Table X. Employment in Manufacturing and Mining, Selected Countries

(Thousands )
Establish~ Total sala-
ments ried employees
Country with ten or Total employ- and
and Popula~ All estab- more persons ment e/ wage earners
year tion a/ lishments engaged b/ (all sectors) (all sectors)
Egypt 4/
1947 19.06 122 278.7 ¢/ 8,383 £/ 2,949
1950 20.39 659 g/ 307.4 cen cee
1954 22.45 cee 275.8 vee
1957 23.88 ‘s cen cea
Israel h/
1950 1.59 102 52.5 e/ .
1954 1.67 112 vee - ce
1955 1.73 125 ‘s 585.7 .
1956 1.81 118 - 57k .k een
Turkey
1950 20.9 3774 165.4 cee ees
1954 23 .4 e 220.6 . cen
1955 2kh.1 AN 12,038 1,672

Source: United Nations, Monthly Bulletin of Statistics, February 1958,
Statistical Yearboock, 1957; United Nations Bureau of Econcmic Affairs;
Bgypt: Statistical Pocket Yearbook (Cairo), 1953 and 1955; Israel:
Statistical Bulletin, July 1957, Statlstical Abstract of Israel,
1955/56; Turkey: Monthly Bulletin of Statistics, August 1956 and
April 1957.

a/ Millions of persons.

b/ Including active owners and unpaid family labour.

¢/ For Egypt and Turkey, total economically active population.
d/ Data for population exclude nomads.

e/ Manufacturing only. g
£/ Includes persons over five years of age. |

g/ 1951.
h/ Data for employment in all establishments covers industry, crafts
and quarrying.

i/ Private sector only.
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(Source and footnotes to table XIII)

Source: United Nations, Yearbook of International Trade Statistics, 1956,

iz g

SN

vol. I; Egypt: Natlional Bank of Egyp%t, Economic Bulletin, vol. X,

No. 3 (Ceirc, 1957); Iraq: Quarterly Bulletin of Btatistics ( Baghdad );
Israel: Israel Economist, November 1957, and Bank of Isrzel, Annual
Report, 1957 {Jerusalem); Lebanon: Bulletin statistique trimestriei
{Beirut); Sudan: Foreign Trade and Inbernal Statistics { Khartoum),
July 1957; Syria: Summary of Foreign Trade { Damascus ).

Including machine parts.

Years beginning 20 March of year stated.
Passenger motor-cars only.

Including machinery, tires and tubes.

Data for 1955 are largely but not entirely comparable with those for
195% and 195k.

Pirst quarter only.
Automobiles and parts.
First nine months.
Final consumer goods.

Fuels and lubricating oils.
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(Thousands of metric tons, except as indicated)

Table XVI. Production of Crude Petroleum, by Country

Country 1950 195k 1955 1956 1957

Bahrain « « « o &+ o o » = 1,506 1,503 1,502 1,507 1,591
Taypt o « ¢ o o =+ o0+ 2,592 2,278 1,821 1,723 2,364
TPan o e e e e w s o+ s o« 32,259 3,500 17,070 26,481 34,920
Trag o« « o o = s 5 o+ o* 6,58k 30,674 32,705 29,942 a/ 21,700
Terael o « o o 0 oo+ o o - - - 21 28 o/
uait . . e o o o o e+ 17,291 W7T,T25 5k, 756 5k 98k 57,280
Neutral Zone . « « + « » - 850 1,265 1,672 1,205 b/
Qabtar « » v s o v ow e v e 1,6%6 4,779 5,430 5,877 6,612
aaudi Arabia .« « . . . . 26,649 16,455 L7 ,0k2 48,201 48,360
Turkey o « « » » . 17 59 179 306 250 cf
Total, Middle East

(millions of metric

tong) . o o+ s 88.5 137.8 161.8 170.7 1743 &/

World total (millions of

metric tons) . . . 522.9 690.% 772.8 839.8 e/ ..
Middle Fast total as per-

centage of world total. 17 20 21 20

gource: Statistical Office of the United Nations.

g/ January-June

e/ Beginning 1956, excluding Naft Kh

1957.

¢/ TFirst ten months.

a/ Approximately.

e/ Bxcluding mainland China.

~1h6-
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Table XVII. Output of Major Refinery Products, by Country

(Thousands of metric tons, except as indicated)

Motorx Heavy Total, major
Country and year splrits Kerosene oils 3/ products
Aden:
95k . oL ... 105 32 1,01k 1,151
1955 « v 0 v 0 0 572 73 3,105 4,050
1956 4 4 v w u u . 638 394 3,441 b,473
Bahrain:
1950 v v 4 v 0w . 1,816 727 b, k50 6,993
w95k ... L L. 2,230 1,033 6,282 9,545
1955 v v 0 0w 2,010 8h1 6,073 8,924
1956 0 0. 0w . 1,628 1,123 6,417 9,168
Egvypt:
1950 v 4 v v« v ow W 200 151 1,760 2,111
1958 « v v . 256 220 1,727 2,203
1955 @ v v 4 v a4 259 275 1,922 2,456
1956 & v v v v v . 261 2k3 1,862 2,366
Ixan:
1950 v v v v v v . L, 39k 2,375 16,407 23,176
195h . . . .. .. L60 ey 1,850 2,800
1955 « v v v v 0 . 1,231 1,276 4,767 7,274
1956 ¢ v 4 4w . . 2,148 1,800 7,082 11,030
irag:
3950 4 4 v e w e e 67 77 2ko 38L
1954 & o v v .. 128 172 61 gli
1055 & 4 v 4w w ihy 169 851 1,167
1956 4w v v v v w . 178 257 1,120 1,555
Israel:
195C &« v . v 0 4. . 31 27 2h0 187
195h . . 0., 170 iha 6l 923
1955 v v v v w w4 19k 1he 851 969
1956 0 . .. .. . 200 133 595 go8
Kuwalb:
1950 W v 4 v v w o 15 5 1,132 1,152
w95 o 0L . L., Ly 13 1,450 1,508
1955 . . .0 ., 50 18 1,463 1,531
1956 . . . .. ... 51 20 1,4k 1,512
Lebancn: ;
1950 . . 00w . 98 61 235 394 !
wsh L0 L 112 66 330 508 J
1955 v v v v e . 158 83 60k 8hs
1956 .« . . . .. . 177 95 66k 936
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Table XVII {continued)
Motor Beavy Total, major

Country end year spirits Kerosene oils ﬁ/ products
Saudi Arabia:

T050 . + 4 e e e s 982 380 3,598 L, 960

195L . . . . . . . o . 1,hoh 1,093 7,905 10,492

1955 & & v v v v . .« 1,305 . 489 T,Lh6 9,740

1956 .« . . w0 e . . 1,279 775 7,530 9,484
Turkey:

1950 & « s« o 0 0 4 s 1 - L 5

L T 1 - L 5

I955 & 4 v e 0 e e . L - Go 75

1956 0 v v e e e 52 - 164 236
Total, Middle Hast

(rillions of wmetiic tons):

195G W v 0 e e e e e s 7.6 5.8 28,0 39.4

S 5.0 3.5 21.6 30.1

1955 0 0 e 6w a e e s 5.6 .2 26.9 37.0

1956 « v a e e e 6.6 .8 30.2 b1.7
Morld Total

(millions of metric tons):

1950 . . e e e e 15,0 27 .4 243,6 116.0

Weh Lo, L L e 186.8 395 312.5 538.6

1955 . . . . . . 205.6 ko1 3h5.1 595.8

1956 ., L . e e 216,7 ho.k 578.4 ahl g
Middle East total as per-

centage of world total:

O5G . . . . e e . 5,0 13.8 11.5 9.5
105h L. . .. . 2.7 8.4 6.9 5,6
1955 0 v 6 o o v e s 2.9 3.5 7.7 6.2
1855 0 0 v v e e e e . 5.0 G 7 7.9 6.5

Souree:

2/ TErcluding lubricatin

Statistical Office of the United Mations; United States Department of

the Interior, Bureau of Mines, World Petrolsum Stetistics
(Washington, D.C.).

e
)

oil,

e




Table XVIII. Railway Freight Traffic, Selected Countries

1957
Ttem and country 1953 1954 1955 1956 First half
Net ton-kilometres (millions):
Bgypt a/ . . . .. ... ... 1,215 1,463 1,647 1,616 cee
Iranb/ ... ...,..... 1,02k 1,187 1,252 1,351 737
Irag e/ v v v v h e . 855 843 692 4/ ... cee
Israel v v v v v wu oy . .. o8 121 1317 162 117
Lebanon . . . . . . ... .. Lk ho Ll 41 20
Sudan e I i = 1,109 1,194 1,322 €89
Syria v o . v . e e e .. 130 139 12h 152 6l
Turkey e/ . . .. ... ... 3,564 3,792 3,972 L hko 2,034
Tons carried (thousands of

metric tons):
Bagypt a/ o v v v v o . .. b, 71k 5,805 6,575 ces cen
Iranb/ . ... ....... 1,800 2,136 2,376 2,h96 1,532
Irag e/ v v v v e e 2,519 2,665 2,018 4/ ... e
Tsrael o . . . . . .. . ... 995 1,312 1,32k~ 1,hk76 978
Lebanon . ., . . . v . . . . 608 555 6L5 696 320
Sudene/ . . . .. .. ... . L,hpo 1,438 1,502 1,667 1,038
Syria . . .. ... ..., . 1,012 939 997 1,114 ce
Turkey &/ . . . ... ... .10,260 10,860 11,328 13,368 6,72k

Source: BStatistical Office of the United Nations; United Nations,

v/
B,
e/

Monthly Bulletin of Statistics, January 1958; Iraq: Statistical
Abstract, 1956 (Baghdad, 1957), Quarterly Bulletin of Statistics;

Turkey: Monthly Bulletin of Statistics, July 1957.

Twelve months ending 30 June. Bxeluding livestock.
Twelve months beginning 22 March of year stated,
Twelve months beginning 1 April of year stated.
First nine months.

Excluding livestock.
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Teble ¥XIX. Railway Passenger Traffic, Selected Countries

Number of passengers Pasgenger~-kilometres
Country and year (thousands) (miilions)
Egypt: g/
1053 & o v v 0 a e e e e e e e e 78,200 3,060
1 80,300 5,263
TO55 v v v 0 v a0 e r e e e e e 86,300 3,577
1956 v v v v v e e e e e e e cee 4,287
Iran: b/
19550l------u.;..-.- () 586
1 1 . hi2
1955 & o v w0 e e e a s e e e e . 473
1 1 - 448
Irag: cf
1053 4 o ¢ o o o o v 4 v 4w e s e s 3,01k 525
1958 « & . W e e e e e e e 3,405 570
1955 « v o v 0 6 s s w a0 e e s ces -
1956 . . . e e e e e e .
Israel: 4/
1053 v v v o e 0 v e e e e e e 2,530 c/ 169
195M « v v v e e e e e e e e 3,060 ¢/ 200
1955 4 v v v v e kv e e e e e e e 3,400 ¢/ 23k
1956 v v v e v e e e e e e e e e h,122 o/ e
Lebanon;
1G53 v v v v v h e e e e e e e 60 A
1955 v v v e e e e e e e e e e 93 8
1055 v v« b s e e w e s e w e e e s 89 7
1956 0 v 4 o o v v e e e e e e e 10k 5
Syria;
l955t00n--nos-c-.u-| LI 57
1954 & 4w e e e e e e v e e e e e cen 43
JO55 4 6 v e e v e e e e e e e s vas b7
1956 v v v h v b e e e e e e e e e 51
Turkey:
TO59 v v v v 6 s e e e e e e s 63,08 e/ 3,498
1954 4 v e e e e e e e e e e e 61.,968 5,893
1955 ¢« v v 0 0 b e b e e e e e e s 57,300 3,917
1G560 v 4w v v e e s e e e e e 67,500 L, 480

Source: Statistical Office of the United Nations; Iraq: Statistical Abstract,
;22@ (Baghdad, 1957); Israel: Statistical Bulletin of Israel,
July 1957; Lebanon: Bulletin stabisticue trimestrial, vol. VIIL,
No. 4, 1956; Turkey: Central Statistical Office, Monthly Bulletin
of Statistics, July 1957,

a/ Beginning in 1955, twelve months ending 30 June,
b/ Twelve months beginning 22 March of year stated.
¢/ Twelve months beginning 1 April of year stated.

d/ Including military traffic.

e/ Twelve months beginning 1 March of year stated,
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Table XX. International Seaborne Shipping, Selected Countries

(Thousands of metric tons)

1957
Ttem and country 1952 1953 195k 1955 1956 First half
Goods loaded:
Bgypt . . . . .. 1,995 2,605 2,720 2,813 2,hak gk
Iran . . . ., .. 561 328 2,102 6,263 ces ves
Iraga/ .. ... s5h2 719 47 561 k76 cee
Tsrael . . . . .., 23 367 615 627 708 566
Lebanon b/ . . . . 22 305 376 405 L3 229
Syria ¢/ . . .. . 265 352 670 2L8 567 ‘e
Turkey 4/ . . . . ... 2,700 2,220 1,968 2,388 1,037
Goods unlcaded:
Beypt ... . . . 4,866 §,163 4,755 5,023 4,939 1,892
Tran . . . . ., . b5y L83 514 716 ces -
Irag v v « v . . . Lot L8 b5 727 659 .
Israel . . . . . . 1,122 1,230 1,hko2 1,538 1,b7h 758
Lebanon b/ . . ., . 879 949 1,129 1,482 1,407 792
Syria e/ . . . .. 166 202 208 283 336 -
Turkey 4/ . . . . - 2,892 2,592 3,4kl 2 436 1,7hh

Source: Statistical Office of the United Nations and Monthly Bulletin of
Statistics, January 1958; Syria, General Monthly Bulletin of
Current Statistics, March/April 1957,

a/ Excluding petroleum.
b/ Port of Beirut only; including coastal shipping.
¢/ Port of Latakia only.

a/ Excluding timber and livestock,
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Table X¥I. Number of Motor Vehicles in Use, Selected Countries

(Thousands of units)

Country and item 1953 195k 1955 1956
i Eegypt:
i PASSEnger CATS + « « o » o o s + o » 09.h 71.0 73.2 .
fE Commercial vehicles + v 4 « 4 o« o 19.5 20.5 21.7 v
ﬁ‘ Iran:
! PASSENEEY CATS « + « + + « o & o » o 21 29,3 28.6 Ces
i Commercial vehicles . .« .+ « .+ . . . 21.2 2.8 24,1
! Iraq:
PooSenger CATS « « « o o « » » v+« 13.0 18. k4 20.6 23,8
| Commercial vehicles . . . . . . . . 11.5 11.5 12.4 k.0
% Israel:
i PASSENEeT CAYS + v « o s » o o » = + 150 16,1 . ces
g* Commercial vehicles . v o o o « » » 18.0 20.6 - cen
Lebenon:
TASBENEET CATS « + » » « + 4 « + + + 16.0 18.7 22.6 26.6
Commercial vEehicles . + o v « o + o« W2 k.5 5.3 6.0
_ Syria:
Hé Passenger Cars « » + s + o o+« s 0 12 8.5 12.8 12.3
] Commercial vehicleSs .+« « « v o 4 o+« 0.0 8.2 7.6 13.6
Turkey:
TASSENEeEr CATS o + » o = o o 4 + o« + 23:9 27.7 28.6 30.0
Commercial vehicles .+ + « + « » » o 0.2 354 36.9 41.3

Source: Statistical Office of the United Nations.
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Table ¥XITI. Suez Canal Traffic, Selected Years

Goods carried

Number of transits (millions of metric tons)
All 0il / Horthbound
Year ships tankerse Total Southbound  All cargoes oil
1870 v v 0 v b e 186 . 0.3 b/ Voo e -
1000 « « » + o+« 3,4 e 7.8 b/ 3.8 b/ 5,0 b/ -
1013 v 0 o o+ o 5,005 ces 25.8 1L.3 14.5 0.3
1917 v v v o s &+ 2,353 o 6.8 1.3 5.4 cee
1920 + 4« 4 s o« o 4,009 ces 17.0 6.3 10.7 0.8
1930 v 4 v s e e n 5,761 con 28.5 g.h 19.1 b1
1938 & 0 v e . e 6,171 1,100 28.8 7.8 21.0 5.2
whe v v e e 1,646 s ces cee ces ces
1947 .« v« . . e 5,972 2,400 30,6 7.8 22.8 13,8
98 . . e e 8,686 L, 600 49.k 9.7 39.7 28.9
1949 .+ . . o+ . .. 10,420 5,500 61.0 15.0 18,0 37.0
1950 & « o & » . o 11,751 6,600 72,6 12.1 60.5 k7.5
1951 4 4 4 w + o+ o+ 11,604 5,900 76.8 7.4 59.3 42,9
1952 « 4 4 0 4 . . 12,168 6,200 83,4 22,0 61.4 45.9
1953 « « w0 o o+« 12,731 6,500 90,k 22,5 67.9 Lg.L
195 . . v v .. s 13,215 6,900 96.9 22.h 4.5 57.0
1055 o v 4 v o oa o+ Lh,606 §,000 107.5 20.1 87.h 66.9
1956 (January-
October) . .+ . . 13,291 se. 100.9 18.1 82.8 .

1957 (April-July). 3,805 - 16.0 3.7 12,3 .

Source: OStatistical Office of the United Nations; Compagnie universelle du
Canal meritime de Suez, Le Canal de Suez (documents statistiques)
(Paris, 1950), The Suez Canal (Paris, 1956), Repport (Paris, 1955) ,
Bulletin and Suppiements (Paris); National Bank of Egypt, Economl.c
Bulletin, vol. X, No. 3, 1957.

§/ Approximate figures %o the nearest hundred.

b/ Estimate based on taxable tonnage.
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Table XXIV. Iraq: Development Expendituresé/
(Millions of dinars)

Ttem 1951/52  1952/53  1953/54  1954/55 1955/56  Total
Revenue . + ., « « & . . 7.5 2k.0 35,3 Lo, £0.8 136.5
Authorized ex-

penditures . . . . . 9.k 20.5 28 .k 51.6 L6.6 136.5
Actual expenditures . 3.1 12.8 12.3 20.9 3k .0 83.1
Irrigation and
reclamation . . . . 1.6 3.5 7.1 11.5 11.6 35.3
Roads and bridges . 0.6 1.7 1.9 4.3 8.4 16.9
Industries . . . . . - 0.1 0.5 2.0 2.9 5.5
Cther . . . « « « . . 1.0 7.3 2.8 3.2 11.1 25.4

Source: Quarterly Bulletin of the Central Bank of Iraq, July-September 1957
and Annual Report of the Central Bank of iraq, 1956.

g/ Actual revenues and expenditures of the Development Board, fiscal years,
beginning in April and ending in March of years stated. For April 1956/
March 1957 authorized expenditures totalled 82 million dinars, while
actual expenditures amounted to 45 million.
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Table XXV. Iran: Development Expendi%uresé/
(Millions of rials)

|
i Item 195k/55 1955/56 1956/57 1957/58 b/
| Total revenue . . . « « » 1,778 4,320 5,67k 8,660
Total expenditure . . . . 1,850 L, 410 8,002 13,124
Agriculture and
irrigation . .+ .+ . . 157 723 1,633 3,253
Industry and mining . . 371 718 1,379 1,785
Transport and
commmications . . . 418 1,454 3,300 5,510
Social . v v e e . oo 67 683 1,301 2,356
Administration and
Other « v « s+ o o o = 807 832 390 220

Source: Bank Melli Iran. In 1954/55 and 1955/56 the deficit was covered
through borrowings from Bank Melli Iran, in 1956/57 through
borrowings from Bank Melli Iran and the Inbternational Bank for
Reconstruction and Development (IBRD), and in 1957/58 through
berrowings from the IBRD.

§/ Actual revenue and expenditure of the Plan Organization.
b/ Estimated.




Table X¥XVI., Israel: Development Expendituresé/
(Millions of Israeli pounds)

Item 1950 1952 1953 195k 1955 19562/ 19575/

Total government
expenditure . . . . . . O8.4 195.9 26,6 356,2 511.8 662.6 £36.6
Total development

expenditures: . . . . 35.1 73.5 100.7 164,11 210.4  275.h4 216,7
Bousing « « « « « » . 9.8 14,7 15.7 19.1 27.5 37.0 2L.8
Public buildings . . - 3.8 6.1 11.1 7.3 9.2 3.5
Public works . . . . 3.3 6.5 8.2 9.3 6.1 6.9 5.0
Loans: industry,

local authorities,

public companies 3.9 17.9 21,7 18.3 21.7 33.7 ho.7
Loans to agriculture. 9.7 22.6 3,7 55,2 75.8 87.9 83.6
Communications . . . 7.7 5.6 11.6 14.8 2L.7 33.1 32,3
Other v v « v « « « » 0.7 2.k 2.7 36.3 k7.3 67.6 26.8

Source: United Nations, Statistical Yearbook, 1956, section on "Public
Finance" (sales number: 1956-KVILi-5).

a/ Years ending 31 March.
E/ Provisional data.
c/ Estimated.
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Table XXVII., Syria: Development Expendituresﬁ/
(Millions of Syrien pounds)

Total Actual expenditures Loans and advances
Item ' appropriations to end of 1956 to end of 1956
{(Categories I (Categories ITT
and II) and IV)
Irrigation projects . . 230.8 b/ 7.9 ¢/ 26.7 4/
Road, seaport and air-
port projects . . . . 177.3 18.5 e/ 10.5 £/
Electricity +« o « « » » 2h,5 - 19.6 g/
OthET v o » + = « = + & 227.3 n/ 52.2 i/ 0.8
Total 659.9 78.6 57.6

Source: Statistical Abstract of Syria, 1956 (Damascus, 1957).

a/ Extrzordinary budget, 1955-1961. The extracrdinary budget covers certain
mgjor expenditures on development projects that have been singled out in
the table. In addition, the ordinary budget usually includes funds that
are devoted to development purposes.

Including Ghab project administration with a share of 87.5 million.
Including 2.9 million spent on a well-digging project.

b/

c/

g/ Including loan of 20 million to the Agricultural Bank, 4,5 million to
g the Ghab project and 2.9 million to the Aleppo Water Commission.

e/ O0f this sum 8 million were spent on the purchase of DHP railways.
The rest was devoted to road construction projects.

£/ Covers a loan of 10 million to the Latakia seaport and an advance of
0.5 million to cover the deficit of the Hejaz Rallways.

g/ Covers nationalization compensations to electricity establishments.

g/ Including naticnal defence, petryoleum refinery, bank projects, hospitals
and buildings, administrative expenditures and other projects.

1/ Including 50 million spent on national defence.




(Millions of Turkish liras)

a/

Table XXVIII, Turkey: Development Expendiltures—

Tten 1950 1955  195% 1955 1956 1957/

Industry, mining and electric

POWEY 4« s « o « o o« « « « « 65.0 62.6 66.7 65.8 56.7 72,5
Agricllture « + .« « 4 . . . . 95.6 64,7 17h.6 271.2  350.5 531.7
Transportation and

communications . . . . . . 120.5 260.8 271.2 b16.6 h82.5 5775
Public WOrkKS +« v o « « « « » U47.6 80.0 101.L 108.9 103.4 1%6.8

Total 328.7 568.1 613.9 862.5 993.1 1,%8.5

Source: United Nations Bureak of Economic Affairs; Ministry of Finance,
Memorandum on Budget Bill for Fiscal Year 1955, No. 1955-56:63.

Figures include cuxrent and investment expenditures.

They exclude

expenditures on State enterprises and budgets of the provinces
and mmicipalities. Investment expenditures on State enterprises
alone constituted 35 to 40O per cent of total public investment

expenditures,

3/ Jeneral and annexed budgets.
R/ Estimated.
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Table XXIX.

Bank Credit Outstandingé/ and its Distribution between the

Public and Private Sectors, Selected Countries

(Miilions of national currency units)

Country, currency and item 1954, 1955 1956 1957
Egypt (Fgyptian pound):

Claims on Government . o . 56,0 97,6 172.4 203.6 b/

Glaims on privgte sector . 161.0 170.5 195.3 209.2 E/
Iran (rial):

Claims on Government . . 17,060.0 17,320.0 18,820.0 20,820,0 ¢/

Glaims on private sector . 8,060.0 9,710.0 10,810.0 13,530.0 ¢/
Irag (Iragi dinar):

Claims on Government . . » 11.9 16.9 22,7 29.0 4/

Claims on private sector . 2h.8 31.1 32.8 36.1 4/
Israel (Israeli pound): h

Ciaims on Government . . . 168,6 228.8 380.6 110.7 ¢/

Claims on private sector . 333,3 386.9 L55.3 530.8 ¢/
Lebanon {Lebanese pound):

Claims on Govermmert . . . ) .

Glaims on private sector . ) 425.0 £/ 50840 £/ 633.0 £/ rer
Syria (Syrian pound):

Claims on Government . . . 234.0 255.0 317.0 342.0 g/

Claims on private sector . 421.0 431.0 L52,0 475.0 g/
Turkey {Turkish lira) h/: .

Claims on Govermmert . . . 1,555.0 2,201.0 2,448,0 2,886.0 i/

Claims on private sector . 1,195.0 1,403.0 1,661.0 2,219,0 i/

Source: International Monetary Fund, International Financial Statistics, vol. XI, No. 2
Ixcept where otherwige stated, figures include
loans made by the central bank of the country considered.

(Washington, D.G.), February 1958,

31 October.
20 August.

30 August.

30 September.

e g e iR

30 June.

LN

Data refer to &nd of the year except as noted,

Data refer to Central Bank of Turkey only.
Last Saturday of December.

Data refer to advances aml discounts by the commercial banks and claims on the
Lebanese Government held by the Issue Department of the Bank of Syria and Lebanon,



Table X¥X. Bank Credit Outstanding at Year End for Selected Economic
Activities in Certain Countries

(Millions of national currency units)

Country, currency and year Agriculture Industry Trade Building Total

Begypt (Bgyptian pound)

195 o oo o L. . 7.4 a/ 1.6 b/ 127.0 9.8 ¢/d/  155.8

1955 4 v v v v v v v a0 s 19.5a/ 2.7b/ 147.5 10.7 ¢/d/  180.h

1956 . e e e e 7.7 af 2.9 b/ 163.9 ¢/ 12.0 ¢/d/ 196.5
Israel e/ (Israeli pound)

1954 0 .. . 0 ... L G5 .4 Gl b 38.8 37.1 235.7

1955 ¢ 4 v 4 ke w a4 129.7 81.4 38.6 29.0 278.7

1956 4 4 v 4 e h e e e 156.9 110.1 36.7 32k 336.1
Syria (Syrian pound)

1954 . . .00 . ... 32,4 54.8 291 .4 4.6 38%,2

1055 & v 4 4 0 v e s e e 39.9 55.2 282.5 8.7 386.3

1950 4 v v v wh e e e . 38.1 59.9 302.9 10.4 411.3

Turkey (Turkish lira)

1956 . . ... .. 1,500.4 1h7.h 2,899.8 338.2 4/ 4,885.8
1955 4 4 4 e v 4w b e 1,558.9 14k .9 3,662.7 L438.7 4/ 5,805.2
1956 4 v v v v v e e e 1,892,k 161.6 %,488.5 470.1 @/ 7,012.6
1957 £/ & v v o L 1,908.6 167.0 L,812.Lk  Ler.o T 7,355.0

Source: For Egypt: National Bank of Egypt, Economic Bulletin, vol. I¥, No. 2
and vol. X, Ifo. 2, Israel: Statistical Abstract of Tsrael, 1656/57;
Syria: Statistical Abstract of Syria, 1056 (Damascus, 1957);
Turkey, Monthly Bulletin of Statistics, May 1957 (Ankara).

g/ Data refer to the Agricultural and Co-operative Credit Bank only.
b/ Data refer to the Industrial Bank of Egypt.

E/ 51 October.

4/ Mortgage loans only.

e/ Data for Israel include credit co-operative societies.

£/ End of April.
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Table XXXT. Indices of Cost of Living and Wholesale Prices,g/ by Country

(1953 = 100)
Country and item 195k 1955 1956 1957

Eeypt (Cairo):

Cost of living, all items . . . 96 96 08 101.5 b/
Cost of living, food . . . . . 101 103 104 108.0 b/
General wholesale prices . » . 97 99 110 119.0 b/

Iran {(Tehran):

" Cost of living, all items . . . 118 122 130 139 ¢/
Cost of living, food . . . . . 11k 1ih 121 127 ¢f
General vwholesale prices . . . 118 115 123 122 ¢f

Iraq (Baghdad):

Cost of living, all items , ., . 98 10L 107 112 ¢f
Cost of living, food . . . . . 98 102 110 116 b/
General vholesale prices . . . 96 97 104 109 ¢/

Isreel {Haifa, Jerusalem, Tel Aviv):

Cost of living, all items . . . 112 119 127 135 4/
Cost of living, food . . . . . 113 117 126 132 &/
General wholesale prices . . . 118 ek 131 150 ¢/

Lebanon (Beirut}:

Cost of living, all items . . . 95 97 102 109 ¢/

Cost of living, food . . . . . 93 96 105 11k ¢f

General wholesale prices . . . o2 95 98 100 E/
Syria (Damascus):

Cost of living, all items . . . ... - cen .

Cost of living, food . . . . . 92 o1 10k 11k ¢/

Generzl wholesale prices . . . 95 g/ ol e/ 98 e/ 95 d/e/

Turkey (Istanbul):

Cost of iiving, all items , . . 110 119 136 148 b/
Cost of living, foocd . . . . . 109 11k 131 142 v/
General wholesale prices . . . 111 119 142 159 £/

Source: United Nations, Monthly Bulletin of Statistics, February, 1958;
Syria, General Monthly Bulletin of Current Statistics, January 1957
and November/Decenber 1957.

a/ Arnual averages, except as stated.
v/ Average for the first eight months.
¢/ Average for the first eleven months.
d/ Average for the first ten months.

e/ 1952-195k = 100,

f/ Average for the first five months.
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Table XXXIT.

Estimated Consumptlon of Commexrcial Sources of Energy
_Expressed in Terms of Coal Equivalent, by Country

Country

Total
(Thousands of metric tons,
coal equivalent)

1937 1954 1955 1956

Per capita
{kilogrammes,
coal equivalent)

1937

1954 1955 1956

Bahrain . . . . . .
Cyprus + « + +

Egypt « o+ o v &+ &
Irvan . . . . . . .
Irag o o o o o o o
Israel/Palestine E/

Jorden ¢/ . . . . .
Kowait . . . . . .
Lebanon 4/ . . . .
Saudl Arabia . .
Syria « + 4 4 o« 4 .
Turkey . + « « &

n

1k 692 503 T94
bl 219 2k 312
2,057 5,291 5,880 5,700
1,5k5 2,366 cee cee
135 1,317 1,653 2,333
779 1,6k0 1,833 1,991

. 108 1h5 18%
ce 315 1,285 1,551
ven 545 702 cee

3 1,055 1,921 1,989

2tk e/ 713 739 go2
1,179 £/ 5,41 5,325 5,695

1,750
120
130

Go

6,170 7,520 6,500
430 460 590
230 260 240

3-4’1}..0 - * W W
270 320 L8o
970 1,050 1,100

8o 100 120

1,570 6,330 7,560
390 Lgo ‘e
190 1% 2%
230 220 230

Source: United Nations, Statistical

Yearbook, 1957.

a/ BExcluding nomads and foreigners.
b/ Including data for Jordan in 1937.

¢/ 1937 figure included under Palestine.

4/ 1937 figure included under Syria.

e/ TIncluding data for Lebanon.
£/ Revised figure.
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