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SY.H.IA 
BASIC STATISTICS 

Total Area 
of wlich cultivable 
of which cropland 

Population (1949 estimate) 

Currency 

Unit 
Exchange Rate -

45.3 million acres (70,000 sq. miles) 
8.5 It II 

6.2 II " 

3.2 million 

Syrian pound (LS) 

Official (par) LS 2.19 :: US $1 
Free Inarket (1950 L8 3.60 = US ;,.,1 

average) 

LS 1 == US ¢46 L5 1 million == U5i-460,O(IO 
L.:; 1 :: US ¢28 L5 1 million:: US4:;2(30,OCO 

National Income (rough estimate) 

Natiunal income per head 

Principal Crops (thousands of 
metric tons) 

dheat 
Barley 
Grap as 
Olives 
Cotton (unginnad) 

Public Finance 

15 1,200 million 

L5 390 = :Wll0 

1938 1949 

529 
318 
154 

43 
15 

779 
357 
136 

92 
45 

(in million 15) 
1949 1950 

(actual figures) (estiffiPtes) 
0rdinary revenues 
Ordinary expenditure 
Extraordinary ,~ar 6xpendi ture 

Deficit 

Balance of .r)ayments 

Imports 
Exports 
Invisibles (net) 

Deficit 

136 142 
141 142 

67 
72 

(estimates) 

360 
175 

I- 58 

- 127 

330 
225 

.,L 85 

20 



I. SUMIARY AND Cor.; eLUSIONS 

~Tia is a country with considerable unused resources in the field 

of agriculture. The economic development of Syria is facilitated by com

paratively high standards of eciucf;ticn ar1el its importance is enhanced by 

the impact Syrian development will have on a wider area. 

Political stauility suffered from forcible changes of central 

governments during 1949. As private O'Nnership and enterprise predominate 

in Syria and as there is 1i ttle interference in the conntr:r ' s 

ecunomy, the latter WGS little affected by political events. Concer!! 

abvc:.t economic development has been a common feature of all Syriar.. 

Governments during the last yeDrs. 

EO;:1t of the development possibilities of Syria are based on ctrri

en] ture, ivhich employs directly sone two thirds of the population <-nu 

provides most of the locally used industrial raw rr:aterials, as well as 

practically all exports. There are regular surnl1..1.ses of cereals, fruit, 

vegc'tables, tobacco ana recently cotton, which has been growing ste;:dily 

in importance and, in 1950, is estirnated to b.ave aecOl.mted for some 25>6 

of the; value of total exports. The growth of c:griC1..1lturbl ",rO(iuction 

in Syria can be acce1€rated primarily by investment in irr:ig~,tion and 

trans-'ortbticm; the latter 

tively vast and sparsely populated cotmtry. 

Lodern immstries in Syria are -very recent date end, from 

lack of technir::al and managerial experience, suffer from high costs of 

transnort, fuel and pov'er. Cotton and silk. textiles J cement a.nd food 

processing are among the soundest branches. 

Apart from aSl"halt, no mineral deposits are known to 

in Syria. No cOIl'.Iaercially valuable quantities of y)etroleum !leve 
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been found in the country until now. Syria derives some financial 

be:1efi ts I however, from the passage· of the Iraqi PetroletllTI. Company 

and Trans-Arabian pipelines t}~ough its territory. These benefits 

are bound to increase with the construction or the !PC oil port in 

BanYas, the possible construction of a new pipeline (from Iran) and 

of a new oil port (in Tartous) as well as the erection of an oil re

finery in one of the above terminals. 

In the long run the ordinary budgets of the Syrian state have 

been balanoed. Reserves accumulatL~g in surplus years are largely 

used to fj.nar~ce public works in years of budgetary defiei ts. Here 

it not for the military expenditure which resulted in a LS 67 million 

deficit in the extraordinary budget of 1949 and continues to weigh 

heavily on ordinary budgets, governrnent availabilities for develop-. 

ment financing in local currenoy would prob&bly measure up to the 

development cap~cities of the oountry, as indicated by the existing 

technical skills and manpower. As it is, government finanCing of 

both increased army requirements and investment is leading to a gradual 

increase of indebtec4'1eSS with the central bank, which, until now , has 

not caused any large increase in the note circulation but has been 

reflected in a deterioration of the note coverage. 

Past experiences seem to indicate that private capital in Syria 

is sufficient to cover the investment needs of industries, motor trans .... 

port, some forms of housing construction and certain types of agricul

tural development. Tt~ development of the transportation network, as 

well as large scale and long term investment in agriculture, will have 

to be oarried out by the public sector. 
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The total development program enviseged by the j,:~:t-1istry 0::::' Finance 

involves an expenditure of L5 243 million, in both local and foreign 

exchange, over the next five years. This D:r'ogram would obviously 

prove to be overambitious if its execution Were attempted within the 

above period and without any foreign assistance. It is expected, how

ever, to be slowed down automatically both by the lack of technical 

preparation and by the necessity of previous international agreements 

with regard to projects involving neighboring countries. 

The two snlbll projects (Roudj drainage and irrigation and roads 

in the Jezira) alrtady submitted to the lBRD promise to contrib~te to 

an increase of the productive potential of the country and are complete

ly in line with recent development trends in the Syrian economy. As 

far as can be established now, the same aprliE's to two of the three 

additional, larger projects (Ghab drainage and irrigation and imports 

of agricultural machinerYlwhich are to be submitted in the next few 

weeks. With regard to the third one of the expected projects (fort of 

Latakia) a special stud.y may be required to clarify more fully its 

economic justification. 

The balance of payments position of Syria has improved greetly 

due to the increased volume and value of exports and partly also as 

a result of the reduction of expe:1diture in the Lebanon" follvwing the 

tertlination of the customs union. The still large deficit vf 1949 was 

financed by further liquidation of private foreign assets held abroad 

or of gold. It is estimated that the 1950 deficit has not exceeded 

some L5 20 million and tl'..at - barring any serious deterioration of tie 

terms of trade of primary producing cou.'1tries - the Syrian balance of 
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payments will show s'L1.rpluses in the future. 

These sur)luses are more lil5:ely to arise in ~iestern European 

currencies (especially in sterliw:', French fr8nc3 and Italian lira), 

as Syrian trade with these cuuntries is more exte~1sive ami regular 

than trade vdth the dollar area. Although Syria had .an export surplus 

with the U.S. during the first eleven months of 1950, it is doubtful 

whether this situation will continue for a long time.. I,io<iest but re

liable sources of dollar and sterling receipts from oil transit increc,se 

Syria's ca;,;acity to service foreign loans. Finally, a certain safety 

margin is provio.ed by tre existence in Syria of a fairly active free 

market in foreign exchange which enables the government to buy the needed 

foreign exchange against other currency or eVen against Syrian pounds. 

These considerations lead to ti16 conolusion that Syria should be 

able to bear, without strain,a foreign debt involving service charges 

equivalent to ~r2 - $.3 million annually ana. that, within this tetal " . 

ca '''8 c1 t~r, the country is able to servi ce dollar loans requiring pa;)'1l1ents 

of ~l - $2 million annually. 
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II. UIThuDUCTluN 

Syria's position among the countries of the l,;iddle East, as seen 

from both the political and economic angle, is important. Next to the 

Lebanon, Syria hc.s the highest stcndards of education and litera.cy. The 

country has been fully independent only since 1<346, but the fact tha"" the 

people are racially and religiously fairly homogeneous is fa.cilitating 

the process of Syria ',8 internal unification. The Syrian civil service 

lacks experienced personnel, especially below the top levels, but it 

shm"ls comparatively high moral standards and patriotic devotion to duty. 

Th.ree military coups d'etat, which took place between lviarch a'~id 

December of 1<349 must obviously weigh heavily in any evaluat~.0n of the 

degree of political stpbility in Syria. These forcible changes of the 

top auth(,rities, however, have not had an~r deep effects on the econordc 

life of the country because of: (a) the ~x.'edominance of the private 

sector in the &']r1an economy; (b) her oV61'whelmingly agrarian character; 

and (G) the lack of any fundamental differences betivsen the successive 

Syrian regimes in the field of economic policies and progra;,;"is. 

Apart from personal ambitions and animosit , the driving forces 

behind the new ascendants to pO';:er were primarily contrasting approaches 

to international relations and particularly to inter-Arab affaj.rs. 

domestic econtJmic matters the changing regimes did not differ essentially. 

An interest in economic development through a fuller utilizatiun of the 

country IS existing resources has been a COrrJi.lOn feature of all the 

Syrian Governments during the PBst few years,; the dbvelopment pro ets 

submitted by the hudsi Government to the IBhD in September 1950 are 

very similar to those proposed by the Zayim regime in 1949. 
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Together with Iraq and Iran, Syria belongs to the group of liiddle 

hastern countries which, thanks to a reserve of potentially cultivable 

land, have a favorable ratio of natural resources to their present 

number of inhe,bitants. It is cautiously estimated that the 6~2 million 

acres of cropland in Syria could be increased to Slme 8.5 million acres, 

and that the part of the cropland which is irrigated could be almost 

doubled from the present 8)0 thousand acres to about 1;.5 million acres .. 

These increases in cultivable land would allow: (a) the thinning out of 

the few over-populated areas; (b) a further settlement of the pastor&l 

no~ads who have an extremely low standard of living and are a socially 

unstable elefJ€nt; and (c) eventual i.'1'.raigration of surplus population 

from neighboring areas (falestine, Lebanon). 

The fact thnt Syria is located in the geographical center of the 

Middle East gives international significance to most of the development 

projeots of the country~ This applies especially to transit faoilities 

provided by Syrian trbDsportG.tion prl'jects and to plans for fuller 

utilization of suoh rivers as the 1uphrates and the Yarmuk. Development 

of border regions necessarily involves at;reements with neighboring states, 

often a factor causing some delay in progress,;. but in the long run such 

projects are doubly rewarding. 
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Ill. THE ECONuMIC STRF":Tl.;Rh OF SYRIA 

Agriculture 

Syria is predominantly an Egricultural country,; Some 607,) to '70% 

of the people are direotly employed in agriculture and most of the others 

are engaged in the processing ano trading of agricultural products. 

rractically all Syria's exports are raw, or slightly processed, agricul

tural products. 

Only the V/':;istern and northern parts of Syria have suffic:i.ent pre".. 

cipitation to allovv for rainfed cultivation, and until now only a small 

aduitional aran has been irrigated. Yet because of the compdr8tively 

81:w11 population of Syria, the ratio of inhabitants to cultivated land 

(about 2 acres per head) is more favorable than in Egypt (0.5 aores per 

head) or in neighboring Jordan and the Lebanon (about 1 acre per inhabi

tant) • 

AS in the other countries of the 1.li0dle East, the structure of 

land tenure is back'Nard. AvaiJable data show tho')t over one hclf of the 

land is held by large private owners, or the State; one third is in 

form of medium holdings of between 25 and 250 acres; ar.d not more than 

15~;'; of the area is in the hands of small owners. Tenants lacK incentives 

for 1rr,provements in cultivation and large ovvners often do no't taLe 

sufficient interest in their land. The new Syrian constitution envisages 

legislation which would mal~e the proper utilization of the soil a duty 

of t:he mmer, and which would also limit the maximum size of estates and 

encourage sf:18l1 and fIledium ownership. Some distribution of state donains 

and of cOTI1!:1Unally held l&nd has already started., although it is delayed 

by the slow progress of cadastral surveying. T1Je recent liquidation of 

the existing perpetual trusts (~iA~F) will also contribute to increase 
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the number of farmer owners. 

Cereal crops - mainly wheat and barley with small quantities of 

millet,corn and rice.,... acoount for about 50;b of Syria's cultivated 

area and in recent years averaged around 1 million tons. The wheat 

yield (around 700 Ibs per acre) slightly lower than even the pre-war 

yield in the U.S. but higher than the yield in neighboring Iraq. The 

other lllOst important crops are leguminous plants, vegetables, fruits, 

tobacco and cottun. The latter has increased rapidly from 18 thousand 

tons (unginned) in 1948 to over 80 thousand tons in 1950 and it is 

oossible that as mw::h as 160 th(usand tons will be produced in 1951. 
" -
Production costs are at present about one third of the price obtained 

by the cultivator. 

The cuuntry is self-sufficient in Tf).ost of its food supply and has 

exportable surpluses of cereals (on the averago around 200 thoUSb.nd tons 

per year); of cotton (over 20 thousand tons of lint in 1950); and of 

tobacco, vegetables and fruit. Sheep, estimated at around 3 million 

heed, outnumber by far all other livestock &nd are of spsGial importance 

because they are the source of carpet wool exports to the United Sti:ltes. 

Syria, however, is a net iril;)Orter of livestock and by-products such as 

hides, ~with imports conine principally from Turkey and Iraq, .I4-lt1J.ou€,h 

the level of agricultural techniques in Syria reruted to be h:.gher 

than that of some of her neigr.bors, here as elsewhere in the Lddule 

East, the income of the agricultural population can be raised consider-

ably by :improved methods of cultivation, better seed selection, fuller 

use of fertilizers, impr.oved breeding, anti-pest campaigns, and the 

extension of short term credit facilities through banks or cooperatives. 
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Industries 

Agriculture provid.es raw f,laterials for lig'ht indilstrics such 

as food processing anc' manufacture of cotton and silk textiles. Lodern 

industrial de'lelopment is of recent origin ana, in a substantial part, 

dates from 1940 when wartime limitations of imports plus the dem,mds of 

the Allied troops stimulated the output of new products. Tariff pra-

taction until now has, generally speaking, not been excessive but in 

1949-50 a number of private companies had to oe assisted by government. 

guaranteed loans. 

Textile Production, the largest ii.. nd soundest branch of Syrian 

industry, is b8sed on dOP16Stic cotton and silk and ma!:es US8 of the 

traditional skills of Syrian artisans. Output covers wost local re-

quirements, except for luxury goods. Cement prod.uction at present is 

lirni ted to one plant whose annual production of about 55,000 tons far 

from satisfies dor.1estic requirements. As a result of the continuing 

housing boem, and 01 demands for irrigation and such larGe projects 

as the Aleppo water supply project, an exte:.1si@ of the DardasCus Cement 

Plant and the erection of a new one, in hleppo" are under way. Uther 

industries include an old established tanning industry whi:::h depends . 
l<;,rgely upon irnpo~ted hides, and the maHufacture of olive all, §.Q£2., 

Cigarettes and matches. The rapid increase of cotton cultlvatic'll is 

being accompanied by a growth of the cotton ginning industry, and a 

greater p2rt of the domestic fruit crop is canned locally, 

The uain obstaoles to further industrial development in Syria 

are the 18 ck of cheap fuel and pmver. The indnstrially ir:,portant fuel 

oil has to be imported from Tripoli (Lebanon) or els9vihere. The existing 
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power plants in the three larger centers are predominantly thermal 

inskllations and their power suppljr, inst;.fficient for tn.e non-industri

al uses, has to be supplemented during peak hours by pm;er generated 

in snall plants muint.ained by most of the larger industrial estai:;lish

ments. 'l'hese difficulties, in addition to lack of managerial and 

technical skill and experience and some miscalculations of foreign 

trade possibilities, have led to serious problems in two ne':l industrial 

developrnents, the glass factory of Damascus and the sugar factory at 

Homs. The latter, a typical mis-investment, does not even have a 

domestic raw material basis, since beet production in both Syria and 

the lebanon is insignificant. 

Transportation 

In a cor.Lparatively vast country where centers of tL;n 

and production are few and far between, transportation becomes a problem 

of particular im~JOrtE,nce f:nd difficulty. In Syria its solution is 

further hampered by the fact that most of the existing facUities were 

created either at a ti;:";1e when Syria was integrated into a larger area 

(at first with the 0ttoman .t:.r.lpire and, on" ',dth the Lebanon) or 

before the north and particul&rly the northeast of the country had be

come as important populC3tion and proouction centers as they are nOVi. 

Syrian rail1.'JB.ys aptly illustrate the above points. Unl.v aLout 

one half O.C the trackage consists of an un-interrupted nct'.wrk, the 

remaj.nder is cut off from this netviork by long stretches of lines runn

ing through neighboring countries. Furthermore, none of the existing 

railway lines touches the Syrian coast; instead they lead to Tripoli, 

Beirut and Iskenderon, all of which are now foreign ports. 



These conditions have cuntributed to emphasis on road trans .Jort, 

which is also fevored in Syria because of the greater flexibility and 

suitability of highways for serving remote areas. But even the MglTday 

network is bc::dly distributed over Syrian territory sinoe it does not 

sufficiently open up the fOter northern provinces (Aleppo, Luphrates, 

latakia and Jezira) in which are concentrated E,bOt't 60;:; of the total 

population. These provinces contribute around 75'1:> of the country's 

agricultural production. 

The improv€nent of tl'ansportation facilities j.n Syria, gec:red 

particularly to serve the needs of the main producing areas, deserves 

a high priority in the country's development program. 
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IV. R:ECEIlT ECO~JOiHC TREITDS 

ExPan~ion of th~ 2conomz 
; ., 

,General 

Although statistics in Syria are, f,enerE:l1y spea;:ing, non ... 

6yistent or unrealiable, it is evident that the country's econo~~ has 

been steadily e:cpanding. BehTE'en 19"<8 and 1949 the total cultivated 

area increased from ;.6 to 6.2 million acrel'): the irrige,te(i area in-

cree,sed from 530 to 830 thousanc, acres. In 19L}9 in add it ion to a reco::d. 

crop of cereals (1.2 million tons) and C'.n excellent e;ho"rinc in otl:er 

crops, r-roduction of cotton increal"ied almost threefold over the average 

of the three preceding years. The 1950 cotton croT is estimated to 

}w,ve doubled that of last year. The capftcity of the cotton spimling 

and 1·reaving industries "las ir..creaS8ct during the last t~'IO years by at 

lea~t 50~;. The postwar building boom has been prolonged by continual 

heavy (,emand for housing, in spite of high rents. TrlOmsportatlo!l and 

cOl:ununicat1.on bottlenecks have been eased by the importation of a f'Tee.t 

number of nevI autotlf)biles, -buses, and trucks, and by the installrttion 

of automatic tele~hone~ in all major citieS 4 

It \'Jas possible to maintain this high level of inve!"tme::t ;ow,~ 

to the lerge fore,ign exotapge holdings acculnulated d::rrinr: the ''>!ar 

ancl the period of Allied. military occupat:1.on. ThreE! successive good 

harvests and recent price increl'!tses in SOITle of Syria1s eyport goodq 

(cotton and \.{001) he.ve helped to sustain this trend at a time vrhen 

accumulated savings 'II'ere presumably approe.cning eyhau~tion. 

Development of the Jedra 

This province is a large stretch of incl).f;;l",letely developed 



agricultural land, situated in the northeastern corner af S~Tia. Beoause 

it borders on the Tigris and includes the larger part of the Khabour basin, 

the prov;ince has been called Jezira, which means nisland" ..... an exaggera

tion typical of the i,j.t:tdle Bastern people whenever water j s concerned. 

The northeastern part of the province has an annual rainfall of from t~n to 

twenty inches, and the Khabour river with its tributaries afford further 

and con~iderable irrigation possibilities. Until recently, there were 

serious obstacles to the development of the Jezira, such as its remoteness 

from Syrian administrative and economic centers and the constant tension 

caused by feuds among nomads and variuus racial and religious minorities 

inhabitating the area. The latter difficulty has now been successfully 

oVercome by the S,1Tian Government but transDortation continues to be 

difficult and exrensive. 

Favorable trends in agricultural prices have attracted private 

capital to the Jezira. These private interests have invested in agri

cultural machinery suitable for the extensive type of cultivation pre

vailing in that area and as a result the local wheat crap, which in 

1936 amounted to some 40 thousand tons, had increased to over 350 thou

sand tons in 1950, or about one half of Syria's total wheat prpduct;i.on. 

A twa year crop rotation system is now used in most of the area within 

the rainbelt, but one large block of unploughed land (possibly around 

250 thousand acres) still remains to be cultivated. The irrigated area, 

now used partly to grow cotton, was doubled'between 1947 and 1950 and 

can be even further expanded. A part of the nomadic tribes of the area 

have settled down to regular £arming and there is a steady influx of 

new population. 
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There are, of course, some fla\'Ts in the rarid and largely sron .... 

taneous development of the Jezira. Title to the land (~hich is still 

largely regarded as state doma.in) has, in most case~, nbt yet been 

e~tablished. Most of the landholders, in rarticular tribal shei::s, have 

no mechanised equipment of their ovm end must carry out the ploughi!lg 

e.nd harvesting through contractors, 1.,rho receiVe betliTeen 10 and 15~: of 

the crop. Under these condi t ions neither the t emr·oI'ary at'mers nor the 

operators have sufficient interest in conserving the soil properly •. To 

further complicate the situation, living conditions for the neNcomers 

are very bad. In contrast to the orderly grol>/th of the net-! pioneer 

t01im of Q1a.michliY€t the econorlic center of Syria's former ~ald ]:a,st. 

the ne\r,f villaf,es in the province are still vpry congested and i11-

equipped. 

~ffects of thfl Termination of the Customs Union 'Vriththe Lebanon 
;, I I f - " , 

The Syrie.n 8.nd Lebanese economies traditionally have comple-

mented each other to a large e;rtent; uhatever competitive elements do 

9yist are noticeable mainly in the field of industrial rroductlon and 

are not very significant. The traditiomtl pattern of exchange 'bet1:reen 

the t'"o countries used to be, generally sI'ea'dng, al'1 follo~"s: Syria 

covered Lebanon's deficit in cereels (on the average some 120 thou-

sand tons per year) for '!;>rhich Lebanon paid partly with in0.u~trial [,oods 

and subtropical fruit from its co~stal area, pal.'tly 1,,1 th co:nmercial 

and transit services of the port of 3eirut ~ and partly "Tith services 

for Syrian vacationists and convalescents vrho lIrished to enjoit Lebanon's 

mOlmtain and sea climftte. 

Having been freed frOm Ottoman Rule after ;'lorld '.1a.r I. both 
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countries Here linkf'd by a custom~ and monetary union l'rhich !'lUTvived the 

end of the French f'!jandate in 1943. The monetery union '·ras the fir~t to 

breal~ up (in .January 1948) follo1rTing the conclusion. of a financial 

agref'ment bet'l,lreen France a.nd Lebanon alone. Bet~'!een this de,te and the 

termination of the cllf'toms union (l:aToh 1950) the t"fO currerlcies ..... "71"ioh 

had been !'reviously let:ally interchanceable !:',t par - continupd. to be 

accepted in both countries. The fact that during th!!'; Tieriod the Leba

nese pound l,raS at a premium vh-a .... vis the Syrian pound ind:tcate~ that 

the balance of payments betNeen the t'flO countries "ras developing in 

favor of the Lebanon. liegotiations for ne,'! arrangements concerni!'lg 

trade payments and the various "common interpsts" of Syria and Le'b!'lnon 

dragged on until a complete termination of the customs union '.-ras im

posed by Syria. 

There were several economic reasons for this brea:c. SyriEt '·rented 

to protect its industries with some,.,hat higher tariffs and to decrease 

the trade deficit by Umiting imports of unessentials. Hone of these 

measures "Tas acceptable to the Lebap.an ,·rhere the free trading interel'lts 

of Beirut me:rehants predominate and where the availability of importee_ 

luxuries is a tourist attraction. There Nere also differences in fiscal 

policies. such as hlf,her consumer ta;-E'~ in Syria, \'1hich tended to up

set the tra.de bet'o!",en the t"lD countries. There "ras r fine.lly. the 

unsolved dispute of the divil'lion of cu~toms revenue, fixed originally 

at a retio of 4410 for the Lebanon and 56~; for Syria, "'hich satisfied 

neither side. 

The abrupt termination of the union on Narch 1;. 1950 t'ras folr 

lowed for about nine months by restrictive meaR~es on both sides 9 
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mainly initiated by Syria. "Thieh limited severely the e~change of goods 

and services bet,.,een the hro countries, B.nd even the movement of persons. 

An agreement \-las finally reached on December 26. 1950 \-rhich provided 

for the exchange of agricultural goods and locally produced industrtal 

goods, required for domestic consumption. This trade remains subject 

to the existing t~xiffs and general regulations. 

It is apparent no"! that the producing partner of the former union -

Syria - ,·Tithstood the shoclt of separation infinitely better than th.e 

Lebanon, 1.·rhich partly lost its nearest "Hlnterll'md" and \"Un it over 

three million customers. ~'lhile the Lebanon continued even dm~i!1g the 

interim period to import some of its cereals from Syria. t~e latter 

country restricted not only purchases of Lebanese goods but also travel 

to the Lebanon and the role of Beirutian middlemen; the t'N'O IMt named 

measures do not seem to have been relayed. by the December agreement. 

The Lebanese ~ort co~tinues to provide directtranslt services for the 

South of Syria for !':lost of its seaborne trade, and also for the rest 

of the country Iflith regard to goods requiring proper loaciing 01' U-'1-

loading facilities, but en increasing volume of Syrian trade aV~l,ils 

it:::elf of the ma1:::eshift arrangE'ments in the Syrian Port of Late 1:ia. 

Furthermore, the brokerage and entrepot profits of Lebanese operE.tors 

were curtailed by the increaaine role and independence of Syrian im

porters and exporters. A noticeable effect of this shift of gravity 

from Beirut to Damascus is the complete disappearance of the pre~ium 

on the Lebanese pound (fol1ovred even by slight indications of a dis

count) and the disappearance of carl ta.l movements from Syria to 

Lebanon, ",hien took pla.ce during 1948 and 1949. There is no doubt, 

that as a result of the Reparation from the Lebanon the balance of 

payments position of Syria has improved. 
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Public Fir!&nce 

Until the outbreak of the Palec:tine ';Tar, t'le position of .:;;18 

public f:i.mmce had been saHsfc::.ctorv • Actual revenues 

o}:'}endi tun's ,.ne: the 8ur"11uses ~.·crc used t'i fi ,::211ce nublic 

c1eficits to armear in 19h1 and in 1 

Fron 1937 to the ene' of 191,5, t:'.e 1,;.E:t -r",W 

closed, the Syrian budn:::t 'lOS i t5. O~l 

wl-0.ch accumul:ted into a reserve fund. From 19h6 oUerard t'c 1.8 

co:r.r01icateu by two facts: (a) dra'.'Jings on reserves 

are in the official 3Y1':an budr:€t 'Jrcsentat:t 

and (b) in 1 c;h9 an extraordinary ar:d se~arate - <:11' 

1°h9 as ac the 1'e8u1 tinf" su1'nluses anc~ , 1[15. thout cons'; 'Gring 

the 

Year 

on cash reserves. 

BuC:f'"et Results 
(in nillion LsT 

EX'"'enditures 
-xtraorCinal'3r 

- ~;ur;')l\," -;:-
;·\,lf~_c~~ .. t -

----- ----.-------- ----~ 
19h6 
1947 
J948 
1~)h9 

113 
122 
136 
Iltl 

~ 
i 

llC 
1 

l- S 
(, 

20 

- 72 

----------~ -----------------------------------.------------------------~ 
The def:i.d ts for the ~rears 191.7 - 191,9, inc LG 

';"rere cover8d as 101101 'S: uy> to L3 36 million 

lated reserves fron \)revious Y"'ccrs; u') to 
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other treasury avai1ab1.li ties; up to loS ho million by a loan from the 

central bank; up to LS 7 million by the loan from Saudi Arabia. 

The official 1950 budget estimate assumed that re~renues and ex ... 

penditures would be balanced at a level of 142 nillion. Actual1y, 

honever, s15. ghtl:.r lOI'ler emendi turi>S and :l ncreased ,tields from some of 

thp taxes yvill result in a ryrobab1e surnIns about L8 15 nilJ:ion. 

During the last fom' fiscal years I S sources of revenue "-ere 

as shmm in t:·:e follovling table: 

Direct taxation 
C'l>.stomsrc ceipts 
Tobac"o mono ply 
'Tax on acrtcultural ')roduction 
,star.1p and. t:r&t:J.orl .fees 
lAher indireqt taxation 
othor revenues 

qr~ 
, I' 

The 1m' 'lronort'LI)U of direct taxation to total revenue :l.8 very 

different fran cond·jt-i.ons nrevaiJin,' in i(d}.e Eastern countries i 

r1irect taxes include a tax on inCQ;ne fran industry and com, lerce, 1'd. th 

rates ri s ~ ng UT ) to 30:~, as v1el1 as 12 ('ther taxes. The tax on tur-

al 'lroducttrlTI renresents the 1'1ain cnntrtbution of agr-; culture to 

revenue and amounts to 710 of thp v<:llue a~riculturaJ_ .,roducts out-

s5.de the nroducers village.'_'he ·tax i 2' colJected on control n0sts 

roads. Vihile t]~is is an .':;ntiquated and e}...""ensi.ve neth00 nf ~()l1ec~~:; .. on 

(the cost of it out Dt about lO;~ 

stiD. :is probably best suited for Syr1<..tn coneli tions, where nrO'>le!' accounts 

are ke'Jt only by larger Gor;nanies. 

In 1949 over l..~o;~ of eX'Jenci_ tures "('re caused by the an 

war. The nain of eX'Jendi tures, ace orell. ng to tlle budret estimate 
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for 1950, are the following. 

Budget Estimates for 1950 

Defense 
Police and gendarmerie 
bducation 
fublic darks 
General Administration 

Groups of Expenditures , 

34% 
ll~ 
17>6 
lOX; 
287~ 

There :is no internal bonded debt in Syria. All of the Governraent fS 

Public Debt is held by the Banque de Syrie et du Liban which serves as 

the central bank for the country. The debt is composed of the follovIing 

items: 

L8 83 million 
It 40 II 

" 8 " 

LS 131 million 

Treosury Ilills 
Special loan to cover the 1949 deficit 
lHiscellaneous advances 

In addition, various loans totalling LS 64 million, made by the 

central bank to the Government (lfheat Office, to municipalities and to 

some industrial enterprises are guaranteed by the Syrian Government. 

Consequently the total goverl1mSnt and government guaranteed debt held 

by the central bank on September 30, 1950, was L8 195 million. .8. Public 

Debt Fund created early in 1950 aims at a gradual amortization of the 

public debt, with a number of small, special revenues allocated to the 

Fund. lIo results have yet been published as to the magnitude of revenues 

actually accruing for this purpose. 

Apart from an interest free loan of US $2 million from Saudi Arabia, 

repayable in fO\1r equal installments between 1955 and 1958, Syria 

has no external debt, There is, however, the problem of the L5 44 million 
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of Syrian currency, ~hich were withdrawn from circulation in the Lebanon 

in February 1948, at the time when the monetary union between the two 

countries came to an end; this amount is now kept in a blocked account 

in Damascus. AS Lebanese currenqy has been issued to holders of the 

withdrawn Syrian notes, the Lebanese Government claims COtlpensation and 

negotiations between the two Governments are in progress. 

1ione;£ and Banking 
H; ; 

The $,yrian pound (LS = 100 piasters) has been the country's monet-

ary unit since 1919. Until 19481 when the monetary systems of Lebanon 

and Syria were united, the cvxrenqy was linked to the French franc and 

most of the note cover was in French franc balances. At present the 

Syrian monetary sys~em is based on two acts: (a) the new !;lonetary agree-

ment with France, concluded early in 1949, which provides for a gradual 

liquidation of the remaining French franc assets - still a part of the 

note cover; (b) the Syrian monetary law of March 11, 1950, which aims at 

gradually building up the gold cover for the note issue (at present not 

more than 7%) to about 307; of the circulation. It also stipulates that 

Government obligations should not exceed 40% of the note cover; this 

rule is weakened, however, by the fact that it does not apply to some 

categories of Treasury Bopds. 

The money supply (currency in Circulation and sight deposits with 

the central ban~) has increased gradually over the last years; by the end 

of September 1950 it amounted to L8 309 million or LS 48 million more than 

if Data on sight deposits with other banks a:~e not available, 
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it was at the end of 1946.. Currency in circulation !lEa increased between 

these two dates by only LS 3 million (from LS 202 million to 1S 205 million), 

and sight deposits at the central bank have increased by LS 45 million. 

By the end of 1950, hO'Never~ currency circulation increased to 1S 225 

million (which is LS 23 million more than it w"s by the end of 1946),; 

sight deposit figures, as per the end of 1951 are not available. 

The structure of centr.;;!.l banking in Syria contains some of the 

rather unorthodox elements which are found elsewhere in the tliddle East. 

The note issue bank, Banque de Syrie et du Liban (BSL), which is foreign 

owned - as is also partly the case in Egypt - performs im:)ortant com

mercial banking functions, as does the bank lelli Iran. Furthermore the 

BSt acts simultaneously as a central bank for the two indeFendcnt 

c0untries, a role the bank had when both these countries w·ere Frenoh 

mandates and whioh it continued after their independence. Some difficulties 

arise beoause of lack of Emy clear distinction between the currency issu

ing operations of the 3SL and those ·,vhicl!. it undertakes as the l.s.rgest 

comL,ercial bank of the country. This is :)2rticularly noticeable in 

connection with the note coverage.. Aocording to the BSL the l'rese,;t 

note coverage consists cf 12% gold and foreie::n excha.nge ::md the currency 

is backed to the extent of 88% by govern.'1lent obligations. According to 

the Syrian Govermllent, however, an additional amount of .some LS 70 million 

shoulci properly be considered as also forming part of the note coverage. 

This amount, which includes some foreign exchan.:;-e, is at pre sentz merged 

with the aggregate assets the COmL;ercial Department of the BSL. With 

this addition the total coverace ;;:,t the end of September 1950 would consist 
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of 21% of gold and foreign exchange; 63% government obligations; and 16% 

private obligations. If gold and foreign exchange were taken at their 

free market values, their share in the coverage would increase to 30%. 

The remaining nlne banks (2 French, 1 British, 1 Egyptian and 

5 Arab) with total deposits not e:x;ceeding 20% of those of the BSL, operate 

on a modest scale and concentrate largely on commercial and short term 

industrial credits. 

One of the major problems of the Syrian financial situation is 

that facilities for middle and long term credit are practically non

eXistent, and even the harvest is partly financed by eredi ts from mer

chants, available only at exorbitant rates,.: Shortcolllings of the credit 

market have to be explained not only by an outright lack of capital but 

also by such retarding factors as the traditional inclination to hoard 

gold and to immobilize assets in form of real estate under conditions 

where mortgage oredit is practically nonexistent,. 
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VI. EXTERNAL FINANCES 

Balance of p~ents Estimates 

No estimate has ever been made of the Syrian Balance of P~l1Ilents, 

except for a preliminary survey by one of the internal l}1F reports. This 

is understandable in view of the difficulties encountered: (a) in separ-

ating the foreign trade of Syria and Lebanon during the existence of the 

customs union; (b) in evaluating trade in such items as gold and hashish; 

(0) in estimating some of the invisibles; Cd) in making the necessary ad

justments in trade figures to include smuggling~ The balance of ~ayments 

estimate worked out by the Bank mission, in cooperation with two Syrian 

officials, gives only an approximate picture of the situation. 

SYRIA I S BALANCE OF PAYHENTS ON CURREN! ACCOUNT 

(in millions of LS) 
Estimate;i! for 

1949 1950 , 
Eeaeipts Ee;penditures Receipt~ Emnditures 

Merchandise 175 360 225 330 

Invisibles ..JJl 12 90 ....2. -245 315 

Deficit 127 - ~ = --
TOTAL 372 372 ill 335 - --. .......-

Foreign trade figures have been adjusted for undervaluation and 

smuggling both ways. The 1950 exports were estimated to be about 30% higher 

than those of 1949, owing to the increased volume and value of such exports 

as cereals, cotton and wool. The total import estimate tor 1950 is somewhat 

lower than the one for 1949 because it takes into account the probable 

effects of certain import limitations (especially of goods from the Lebanon), 
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of the somewhat higher tariffs introduced by Syria after the termination of 

the Customs Union, and of the lower cost of imports brought about by the 

elimination of some profits for Lebanese trade intermediaries. 

Invisible receipts include emigrant remittances; profits from gold 

and transit trade; the dollar and sterling receipts from the Iraqi Petroleum 

Company, the Transarabian Pipeline and from the U.N. Refugee Organization. 

These last three sources yielded more in 1950 than in 1949. 

The 1949 deficit of about LS 127 million was probably financed by the 

liquidation of Syrian private holdings of gold and foreign assets (largely 

in sterling). The 1950 deficit of some LS 20 million may have been suf

ficiently covered by the $2 million (LS 7 million) loan from Saudi Arabia 

and by drawings on the French franc liquidation account forming part of the 

currency cover; the drawings on the latter amounted to aboutLS 17.5 million 

during the first 10 months of 1950 and according to available information, 

were only partially used for imports of armaments, which are not included 

in the estimate of foreign trade. 

While large margins of error must be allowed for all the above esti

mates there is no doubt that there was a substantial deficit on current 

account in 1949 and that the 1950 deficit must have been comparatively small. 

There is every hope that this trend will continue for a number of years. 

Syria's cotton production is expected to double in 1951, and if world prices 

of cotton stay at approximately the present level, cotton alone is likely to 

increase the value of the country's exports by 25 - 30% from the 1950 level, 

which would give Syria a surplus of about LS 40 million if the rest of her 

balance of payments remains as it is now. Caution 1s necessary, however, in 
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predicting future surpluses, since Syria's exports are largely agricultural 

and are therefore exposed not only to considerable price fluctuations but 

also to natural perils, such as droughts and damage from' boll weevils, 10-

custs, etc. 

Foreign Exchange Po.s1 tion 

There is a free exchange market in Syria and as a result little use 

is made of the official exchange rate of L5 2.21 to the $1, as against an 

average of L8 3.60 in the free market. Only a few foreign exchange receipts 

are required to flow through official channels and fewer still actually do. 

Foreign exchange proceeds from·certain important export goods must be re

gistered with authorized banks, which are allowed to sell them only to im

porters. A great number of transactions are completely unrestricted and 

Syrian residents are allowed to transfer funds abroad. 

Under these circumstances neither the modest foreign exchange re

ceipts of the government (some L8 35 million for the first 10 months of 

1950) nor the more substantial amounts registered with banks (the equivalent 

of some LS 54 million for the first six months follo~~ng the end of the 

customs union) allow a full insight into the actual exchange resources of 

Syria. A more reliable indication are the foreign exchange rates prevailing 

in the free market which have been, generally speaking, fairly stable during 

the past year. Prior to the Korean war, the Syrian pound was becoming 

gradually stronger and before this trend was reversed by excessive import 

orders placed abroad in the expectation of war, the Syrian Government was 

even contemplating intervening in the market in order to prevent a further 

appreciation of its currenoy, which might have had har~ul effects on the 

country's exports. 
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VII. DEVELOPMENT PROBLEMS 

'I;he Role of Private Capita.l 

The previously mentioned private investment in Syria consists almost 

exclusively of individual ventures or of enterprises owned by small groups 

of individuals, usually linked by family ties. Although several stock com

panies are in operation there is no regular security market. 

Private investment has been concentrated on industries, motor trans

port and real estate. Considering the handicaps to industrial production 

in Syria, in partioular the high coste of fuel, power and transport and the 

limited raw material basis, there seems to be little scope for further in

dustrial investment in the near future. Additional imports of motor vehicles 

and an increase in the number of gas and service stations, etc. will pre

sumably keep in step with the development and improvement of the road. net

work. These fields of development can, therefore, be left with confidence 

to private business. 

The same is not unreservedly true of ho~sing, where new construction 

has been almost entirely limited to higher class dwellings. As general de

velopment continues, the government or, preferably, municipalities, may have 

to provide assistance for the construction of low-rent housing in urban dis

tricts as well as in some of the new rural settlements. 

In the field of power production, the only private groups which might 

be capable of financing further development are the existing French and 

Belgian concessionary companies, which at present are responsible for the 

Damascus and Aleppo power supply. These companies have been severely handi

capped by the fact that, rightly or wrongly, the Syrians regard the terms of 
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these concessions, originating from the mandate period, as onerous and are 

determined to bring them to an end. A law nationalising the water, power 

and eleotrio tramway services in Syria has been enacted recently, though to 

become effective it requires ministerial decree. The present concessionairies 

are to be compensated on the basis of the market values of their shares. The 

law does not apply to smaller power plants and water supply installations. 

In recent years there has been much private investment in agricultural 

machinery and in small scale irrigation (pumps). Private business has also 

shown some interest in two more ambitious schemes. The first is the con

struction of grain storage facilities in the Jezira, and possibly also along 

the transport routes of Syrian cereals. This project, usually connected with 

the development of agrioultural credit, seems to be backed by the BSLj its 

implementation would fill an important gap in the structure of the country's 

agricultural economy. 

The second scheme involves the drainage and irrigation of the Ghab 

Valley, an enclosed seotion of the Orontes basin, where some 100,000 acres 

of fertile land could be put under intensive cultivation. Combined Syrian 

and foreign interests, also backed by the BSL but apparently not able or 

willing to provide all the required funds, are endeavoring to obtain a con

cession from the Syrian Government which would entitle the group to trans

form the present swamp area into cropland, exploit it exclusively for a 

number of years and, later on, retain permanently about one half of it, while 

the other half would be available to the government for settlement by small 

or middle sized holders. Serious doubts have been expressed abo~t the sound

ness of this project. While the swamp area itself is regarded as government 
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owned wasteland, bordering areas are privately owned and it would be almost 

impossible for a private concessionaire to disentangle legal problems con. 

cerning water rights and claims. It has also been emphasized that the group 

interested in developing the Ghab Valley consists of large land owners and 

that allooation of a new area to them would further unbalance the already 

unsatbfactory agrarian structure of the oountry. For these and othe,r reasons 

the government seems determined to have the project oarried out by a special 

public corporation, whioh would develop the area for immediate new settlement., 

In summing up this review of the present and future role of private 

capital in Syria's development, it can be concluded that private investment 

is able to cover the development needs of industries, motor transport and 

some forms of housing construction, and it may also be relied upon for cer-

tain types of agricultural development. But development of the transportation 

network and of power production, as well as large scale and long term invest ... 

ment in agriculture, will have to be carried out by the public seotor. 

Government Financed Development 
i 

<r:he Total frogram 

The follol.ring table shows: (a) the total government development and 

public works program with cast estimates of both local and foreign exchange 

expenditures, the latter at the free market rate; (b) the financing of this 

program as envisaged by the Syrian Ministry of Finance. Outside of the pro

gram remains only the construotion of a pumber of public buildings (inoluding 

schools) which is to be financed from the proceeds of sale of government-

owned agricultural lana. This program1 submitted to the Bank Mission by the 

Secretary General of the Syriap Ministry of Finance, must be regarded as 
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tentative. Until now, only some of its elements have been officially agreed 

upon. 
(in millions of LS) 

1951 1952 1953 1954 1955 Total 

Irrigation 6 5 2 13 
Roads 7,5 7,5 7,5 7,5 30 
Agriculture 3 4 3 10 
Cadastral survey :3 :3 3 :3 3 15 
Health program ..L ..L ..L ..L 2- 10 

Total to be financed 
from budget revenues 21,5 21,5 17,5 12,5 5 78 

Port of Latakia :3 7 7 5 2 24 
Aleppo water supply 10 5 3 2 20 
Yarmuk 1 7 9 3 20 
Ghab 2 10 15 15 8 50 
Yussuf Pasha Dam 1 8 10 8 3 30 
Petroleum storage 1 4 5 
Grain storage 6 6 
Mortgage bank .2 .2 - - - ..1Q - - -Total to be financed 

from other sources 39 46 44 33 13 165 - -- -
GRAND TOTAL 50,5 67,5 61,5 45,5 18 243 

A. general Comments 

It is easy to predict that - quite irrespective of any purely finan-

cial diffioulties - the execution of such an ambitious program will be de-

layed by material shortages and by the fact that most of the projects lack 

adequate tec~~ical preparation. For this reason alone the expenditure 1n-

volved will have to be stpggered over a longer period. Obviously a higher 

priority has to be given to the completion of projects on which considerable 

work has been done already. Most of the irrigation projects (totalling LS 

13 million) and the LS 20 million Aleppo water supply scheme are included in 

this group. 

Before undertaking the LS 6 million grain storage program the govern-
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ment should fully explore the possibilities of having this project carried 

out by private business, 

Two of the ~~6~;projeots, the Yarmuk hydroelectric development and 

the Yussuf Pasha Dam (with a total cost estimated at L3 50 million), might 

affect neighboring countries, the first, because the Yarmuk is a frontier 

river between Sy.ria and Jordan, and the second, because it might considerably 

diminish the water supply of the Euphrates to Iraq. While teohnical surveys 

are being made of both these projects, all the international implioations 

should be studied in order to pave the way for whatever international agree

ments may be necessary. 

The elimination of the grain storage program, and postponement of 

actual construction work on the Yarmuk and Euphrates projects owing to un

avoidable procedural delays, would reduce the development program needs for 

the immediate future from LS 243 to L3 187 million. 

The government cannot borrow from the public nor has it been success

ful so far in encouraging private financing through guaranteed loans, as was 

proved by the almost complete failure to obtain subscriptions for the Latakia 

port project in spite of the patriotic character of the undertaking and the 

government's guarantee of a minimum 5% dividend. In these circumstances, de

velopment projects which fall into the public sphere can be financed by the 

government only from current revenues or by loans from the central bank. 

B. Financing from Budget Revenues 

The estlmatedcapacity of the government to finance a sUbstantial part 

of the development program from current revenues is based on the assumption 

that, following the general upward trend of the national gross output, the 
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revenue of the state will also increese J in particular through higher yields 

from income taxes, the tax on agricultural production, and varices indirect 

taxes. The Syrian Linistry of Finance believes that all revenues estimated 

at around 18 140 million for 1950 will reach the following new levels during 

the next budgetary years: 

1951/52-
1952/53 
1953/54 
1954/55 
1955/56 

13 160 million 
1S 170 million 
18 180 million 
18 190 million 
18 195 million 

If this assumption is proved to be correct over the 'wholei)eriod, the pro-

portion of current revenues allocated to development seems rather modest. 

The 15 78 million foreseen by the Syrian l,inistry of Finance for five years 

would, on the average, amount to less than L8 16 million (or less than 10% 

of the total expenditure) per year. 'During the past five years expenditure 

on public works was heavier both in absolute figures and in proportion to 

totals, although, admittedly, it was partly covered by sU.l:'Dluses from former 

years. 

c. Financing from other sources 

The following sources have been indicated; re,renues from the new in-

vestments thelilselves - L8 29 million; drawings on foreibJtl exchange vdth the 

oentral bank - L8 76 million; new borrO'idng from the central bank - LS 60 

million. 

Some of the investment will be recovered during the five year period, 

especially during the latter part when the projects themselves will begin to 

pay dividends. The Syrian I,'linistry of Finance estimates th8t such revenue 

may amount to L8 29 millian l but it will probably be lm~er. 

Another source of revenue is the further liquidation of foreign ex-
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change held by the central bank, which - as far as it now forms a part of 

the note coverage - would presumably be replaced by Treasury Bonds. This 

contribution, expected to reach the equivalent of L8 76 million is again 

overestimated; the above amount corresponds roughly to the total present ex-

change holdings of the oentral bank, at their free market value. 

The rest of the finanoing is supposed to be handled by loans from 

the central bank, involving changes in note circulation along approximately 

the following l111es: 

Circulation at the beginning of 1951 
n 1~2 

11 1953 
II 1954 
II 1955 
" 1956 

(1n millions of L8) 

214 (a) 
234 
253 
261 
257 
235 

(a) as anticipated by Syrian Government in November, 1950. 

Between the beginning of 1948 and the beginning of 1951 the volume 

of circulation increased by 21% without any noticeable inflationary effect; 

whatever price movements did occur did not seem to have been caused by 

changes in the money supply. The further increase of note circulation be-

tween 1951 and 1954 is proposed at a rate almost identical with that of the 

preceding three years. It can be justified only on the grounds that during 

this period the total economy will continue to expand, that more consumer 

goods will be produced in the country, and that imports will continue to be 

large. 

It is obvioua that the "other sources of financing" discussed briefly 

under Point "C" are the weakest part of the entire program. In fact, one 
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can conclude that, unless substantial external aid will cover some of the 

foreign exchange expenditure involved and unless more current revenue be~ 

comes available to finance local expenditure, the total program will have 

to be either reduced in scope or spread over a longer period of time. 

The Possible Role of the Bank 
1 4 

At the time of departure of the IBRD mission from Damascus only two 

projects - the Roudj swamp drainage and irrigation, and roads within the 

Jezira - were oObsidered to be more or less in a state of preparation re-

quiring an immediate decision about bank financing. The total oosts of 

these two projeots are estimated at L8 3.3 million a.~d L8 26.6 respeotively, 

their foreign exohange oomponents at ~O.3 miilion and $1.9 million. Three 

further projeots ~ the Ghab drainage and irrigation scheme, the Latakia 

port project and the agrioultural maohinery project, estimated at total 

oosts of L8 50, L8 ~4 million and 1S 7 million, respeotively, are to be sub-

mitted to the Bank in the next few weeks. 

Under present conditions in Syria; the Roudj and Ghab projects to 

increase the cultivation and irrigation of land are not only scund and 

economically justified, but they also deserve high priority. They promise 

to strengthen the Syrian economy by increasing the output of agricultural 

produots and by providing a greater volume of exports as well as of ad~ 

ditional internal revenue. If, as the Government wants, middle and $mall 

sized holdings are created in the newly reolaimed Roudj and Ghab Valley 

areas, they will improve the agratlan struoture of the country and thus 

contribute t? relieving pressures resulting from too great inequalities of 

income distribution. 
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Further imports of agricultural machinery will presumably be used to 

extend cultivation more fully within Syria's rainbelt and thus allow the 

completion of the process of increasing the area under dry farming, which 

has been carried out with such success during the recent years. 

Road projects in the Jezira would open up a productive area which at 

present is completely inaocessible during part of the year. Lack of roads 

or their deplorable condition threaten every year to prevent the complete 

moving of crops and in addition bad roads increase costs of transportation 

and of truck maintenance. All the above four projects are, therefore, fullY 

in line with recent trends in the development of the country's econemy~ 

In the case of the Latakia port project it must be decided whether 

and to what extent it is necessary to create port capacity in addition to 

or in place of the capacities of the neighboring ports of Beirut and Isken

deron~ Because of the international implications, to a certain extent the 

Bank's decision will ~ave to consider the interests not only of Syria but 

of the whole regien. A detailed analysis of the problem may be required; 

but pending such a survey the Bank must keep in mind that past experience 

and an already existing railroad favor the old, established perts. But 

against these factors must be weighed the demands which grow out of the new 

development of Northern Syria; the fact that Latakia already handles con~ 

siderable tonnage; and the general financial advantages ariSing for the 

country from the possession of a port of its own. 
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VIII. SYHIA IS CREDITiffORTHINESS 

Willingness to Service Foreign Loans , 

The Kudsi Cabinet, which was in power from June 1950 until the middle 

of l.larch 1951" had a majority in a freely elected Parliament and see!fled to 

have a measure of support among such elements of political power within the 

country as the Army, the People's Party and various groups of independents. 

This Government made considerable efforts to regularize relations with the 

neighbor countries ,snd its attitude towards the economic developnent of 

the country was constructive and serious. It is important to realize that, 

in this attitude, the Government was backed by the various political elements 

mentioned above. Chances of continuity of such policies beyond the span of 

life of anyone oabinet should be enhanced by the independent bconomic 

Council, provided for in the ccnstitution adopted Septe;;-.ber 1950.. It is 

generally believed, h01Hever J that even though this Council has not been 

established yet, government changes will not affect the basic a?proach to 

problems of the economic development of the country. 

There are also certain additional elements which make it almost a 

certainty that future governments or in Syria would honor inter-

national obligations incurred by their cessors. Such assurance can 

be founa in the respect for existing oblibations of Syria as well 

as in the fact that, spite of the violent overthrow of the ZajTim rule, 

his signature on the financial agreenents with France and agreements with 

the oil companies vms respected and the agreements were carried out by the 

succeeding governments ~ It may also be added that the Syrian Government 

has expressed its intention to offer "fair and even generous" indemnification 
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to foreign .ownerS.of the public utility companies now threatened by nation

alization.. All this leads to the conclusion, that ~rria has the will to 

respect its ab1igations~ 

Capacity t9 Service Fore~gn Loans 

Availabi1~ty of. ~oreign Exchange in General 

There is justified hope that beginning ,vi th 1951 Syria;' s balance of 

payments will have and - barring .crop failures or a serious deterioration of 

the terms of trade of ~rimary producing countries - will continue to have a 

surplus on current account._ Completion of the development projects in the 

fie los of irrigation and transport, the financing of 1N11ich is contemplated 

in the proposed loans, should increase the balance of payments surplus .. 

EVen if no surpluses should materialize automatically, a surplus 

sufficient to meet the servicing of a moderate foreign debt could be achiev

ed with relative ease by restriction of imports. At present, iw~orts are 

about 18 345 million a year (equivalent to approximately $96 million) with 

about half being consumer goods, many of them non-essentials. The deter

mination of the Syrian Government to intrcduce certain restrictions on 

luxury imports, in case controls are needed, cannot be doubted and the 

separation from the l.:ebanon increases the possibility of both imposing 

and enforcing such a policy. Furtherl:J.ore, in view of the fact that im

porters acquire their foreign exchange through the freely fluctuating 

market, an automatic check is imposed on import requirements as long as 

the money supply is ke;;t from expanding too quickly. 

Because of the existence of the free ourrenc,r market in 3.Yria, the 
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problem of servicing for~if,n debt is a question of the overall balance 

of na~Trlents r)OS-1:ti on.. Even off:i.cial holctings of a pi ven foreign 

exchanr:e should fall short of the amounts ref'uired for the servic~ ng 

of foreign loans, the GevernJ'1f>nt would probably be able to purchase 

the needed forei gn eXChtin'8, at 1 east wi. thin reasrmable limits, on the 

10cn1 free lllnrlmt ;lcai.nst other currency or even a"ainst Syrian "l")ounds. 

Fron what is knrY·'n of the volume of transactions in th:is market it would 

secm that the 'iurchase of between ':1 and ~2 mD.lion annually in U. S. 

dollars or of the equivalent of ;~2 ::~3 million Dor year in 'estern European 

currenci63, if proferly staggered, should not naterially affect the ex

change rate. The corresDoncling an.aunts of local currency (of a maXirlUll'l. 

of 1,S 7 to LS 11 million) would represent not more than 5% to 7rl, of the 

total budcet revenue and. could thus be sUDDlied ~.,ti thout excessi ve d~.ffi-

cuI ty. These calculati ons a,nnly, of course, only to thE' IDO st unfavorable 

assumption that all of the foreign exchange requ4_red for the loan servtce 

v!Ould have to be bought in the free mar1:et and that only local currency 

should be available for the ourchase. 

AvailabEi ty of VTesterr; furopean Currencies 

The overall surnlus on current ac~ount of Syria!s future balance 

of payments is nore JJ.kely to occur :in curnmc; es other tban dollars, in 

particular in such currencies as sterl:i.np, French francs, or Itali.an 

lira, in vie,·, of the larGer and more reGular exY)Orts to t}'ese areas. In 

19[18 and 19h9 the u.r., France, and Italy tOGether took, on the o.veraGe, 

about 22% of the country's total exports while the share of the 1] .S. was 

less than 4% •. 

O'rinr, to the fact that until .larch 1950 statistics of Syria f s 

fore~.gn trade ngures were merred with those of Lebanon, no exact 
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comnarison can be made between 1950 and previous J~ars. Such data as are 

avoj.1able ~.ndicate, hoyrever, that in 1950 the valu' Ie of C;YL'ia t S foreign 

trade "'Uh'estern :~urope has increased and that -it is, ~enE'rai ly sneal(

in[ ei thor buJ.anced or closer to beinr balanced than it Via.S durin£" the 

last years of the Customs Union. 

Among invisible recei!')ts in ~uroDean currE:ncies, the createst 

single i tOEl is reryresentecl by earnings from the IPC. This source nrovided 

S;YTi.s. in 1)50 with over I 2 million. After 1952, 1'Then the construction 

period of the 'Jioe1ine and the: oil 'Jort will have ended, these rece1.'Jts 

vr:i.11 droD but they arE' not eX1)ected in any year to be be1oY; t 0.5 million. 

Accordi.nr to information received fro;' the S:,;tian Government, the T?C 

is under contractual oblifation to c('lllstruct a refinery in ;,yda during 

the next f(mr ;'ears; the execuMon of this "'lroject ":ould nrovi.de the 

Syrian Government vl~th increased ster1i.ng receiDts, "lhi1e its cOln'!let1.on 

would save sone of the fon:J"irn exchange which is now spent on imnorts of 

oil rroclucts. 

In vi-<,,:l'T of both t.he volume of Syrian trade vr. th . festern Furone 

tradin[ partners ::..nd t~e fai .r1y balanced character of th'; s trac1e, [IS 

well as of the existence of a l10dest but rel table anc1 "lermanent S\lurce 

of sterling receints from the IPC operatio:ls, Syria '.·ould find 1. t easier 

to servi.ce a loan nade in Euronean currencies rather than a dellar loan, 

It w()u1d seem that if the whole or a SUbstantial part of an rr:.'1:'J loan 

were made in such currencies, Syria could meet annual service requirements 

equivalent to between $~2 and )"3 million, 

Avai1abi+itY,of Dollars 

Judging by the standards of 1950 alone, Syria I s dollar nosi tion is 

favorable, During the first eleven m"'nths of 1950 S;;''1'i2' s exports to the 



u.s .. - according to U.C. data - vrere :,9.8 nrUI-ton, lNith imnorts of 

;j8.0 million. To this ex;r>ort surolus of ~>1.8 mill:Lon can be added the 

dollar receipts fron the TAP line which, for the '"{hole year, must have 

exceeded >3 million. Ho"rever, 1950 was an abnorw.al year in Syrian trade 

'withthe U.S. w:ith the high\alue of exports caused by excentiona1ly lltgh 

Y)rices for ra1'l wool, which constitutes 90;& of exports. Even if the 

nrice of wool should stay high there is little ho")e that Syria could 

eXDand Droduetion; on the contrary a certain decrease in the nUl:lber of 

sheep is likely to foHori the Drogress noted in taking pastures under 

the nlough. Dollar recei'')ts from TAP line, moreover, _viII drop from 

the h5, gh level of the preaent .cnnstruction period, but prob, bly not below 

:':1..5 million annually - up,to one third of 1"ihi.ch will consist of dlrect 

payments to the Govern."r.ent in royal ties and taxes 8..'1d the rest i,n nur

chases of local currency, larGely 2,t the official rate, to neet local 

exoenses. 

1'hi1e futuro years ~'ill not always Sf tOW su~h dollar snrn1uses as 

in 1950, the n!'oceeds of dollar CX'0o:::'ts plus TAP line rcoe:Lnts 'l.'rU 1 be 

more than sufficient to cover dollar import requirer::ents, and sor..e 

surplus 'Till be left over for llevelo')r;ental imnorts or for serv-:icing 

of developr::ent loans. 

All thts leads to the concluslon that SyTia's total canacity to 

service foreign loans - established at the equivalent of betvteen ~.2 and 

t',3 million annually - includes ability to service dollar loans requir

ing payu1ents of~l - $2 million annually. 
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Table 1 
'. 

Area {in 1,000 acres} rroducti.on ~ in , . . . 
1,000 metric 

i··~""-' 
tons ~ . 

1938 1948 12!±2. 19)8 1948 ~ 

\\'heat 889 1.946 1.6:38 529 6.56 779 

Bexley n.a. 842 857 318 305 357 

Millet n.a.. 222 227 62 63 57 

Oorn n.a. 82 62 19 37 39 

Rice n.a. 17 17 2 :30 20 

Lentils n.~. 114 126 40 J3 54 

Broad Beans n.a. 47 54 1 21 35 

Grapes n.a. 141 154 n.a •. 136 

Olives n.a. 195 43 n,a •. 92 

Ootton 79 57 69 15 18 45 
(unginned) 

Source: S;a:!an l<1inistry of national Economy. Data. on cotton in 191.1.(' end 
1942.-:- ,International Cot'ton Advhor;'T BQard, 

r' 4 



Table 2 , 

S~~!n Government Ordinary BUdgets 

(in millions LS) 

19'46 191,;7 1945 1942 1'150 .-Actuals Estimates 

Revenue 
I' .' 

Direct Taxation 21 .IS 16 19 21 
Customs 25 36 35 42) 
Agricultural production tax 13 9 12 13) 
Other indirect taxes 24 21 22 25) 84 

Tobacco Monopoly 15 13 12 13) 

Stamp and registration duties 8 9 9 9 9 
Various government services and 
other revenue 15 10 10 ;g 28 '"". ; 

Total Revenue 121 116 116 152 142 

EtSPenditure 

General administration 38 36 37 38 .39 
Defense 28 21 45 49 48 
Police and gendarmerie 14 16 18 16 16 
Education 13 18 20 22 24 
Public 1,.Jorks 20 ;1 16 16 12 

Total Ex~enditure ,... 11.3 122 1.36 141 142 

Total Reve.nue 121 116 116 136 
Total Expenditure 11J 122 136 lit1 

Surplus ~, Deficit ~ .;. 8 ... 6 -20 -; 

Drawings on reserves (a) 8 12 7 16 

Final result of the year (a) ';'16 ';'6 -13 ~11 

(a) As indicateq in totals of actual revenues and expenditures given by 
the Syrian Ministry of Finanoe. 



Table 3 

SYria f~ Monel SuwlY 

(in millions of Lsl 
pight DeEositso, the BSL 

Banknotes Total of Coins Total 
Date in Public Private Sight in Honey 
End of: Circulation Acoount Account Deposits Circulation Supply . 
Dec., 1946 198 44 15 59 4 261 

Dac. , 1947 180 44 28 72 4 256 

Dec., 1948 232 (a) 34 35 69 6 307 

Dec., 1949 236 (a) 29 33 62 6 304 

Jan., 1950 233 (a) 31 32 63 6 302 

Feb., 1950 234 (a) 35 34 69 6 309 

March 1950 184 25 53 78 6 268 

April 1950 183 80 51 131 6 320 

May 1950 185 60 39 99 6 290 

June 1950 189 82 36 118 6 313 

July 1950 191 82 35 117 6 314 

Aug. J 1950 196 66 35 101 6 303 

Sept.,1950 198 67 37 104 7 309 

Dec., 1950 (b) 215 10 

(a) Including LS 44 million withdrawn from circulation in the Lebanon and blocked. 

(b) Unofficial information. 

Source: Financial Adviser to Syrian Ministry of Finance. 



Gold Y 
French francs 

. Table ./z 

Coverage· of SYrian Banknotes 
(as per September 30, 1950) 

other foreign exchange 

Interest free advances to Government 

Advance to government according to 
Decree No. 85 of November 12, 1949 

Advance to government according to 
para. 6 of Art 13 of the Monetary Law 
Accounts No. 1 and No. 2 

Advance to government against value of 
notes destroyed or lost 

Advance to Wheat Office, guaranteed by 
government 

Other advances to government or 
guaranteed by the government 

Treasury Bonds to be received from the 
government according to Art 2 para. A of 
Decree No. 22 of April 20, 1949 

Treasury Bonds to be received from the 
Government according to Art 2 para. B 
of Decree No~ 22 of April 20, 1949 

Total circulation 

(ilt millions ~ .. LS) 

10.2 

14.8 

0.6 

4.9 

29.1 

1.5 

2.0 

43.7 

8.0 

65.8 

17 .. 4 

LS 198 0 0 

11 Not including LS 4.5 worth of gold which is being minted into gold coins. 

Source: Banque de Syrie et du Liban 



Table 5 

~stima:te of SYria I s Balance of PaYment! 
(in millions of LS) 

Exports recorded 
Correction for undervaluation of exports 
Unrecorded imports and exports (net) 

Total Exports 

Profits from transit and gold trade 
Oil companies 
UN aid to Palestine Refugees 
Emigra~t remittances 
Capital movements 
Other receipts 

Total Invisibles 

TOTAL RECEIPTS 

Disbursements 

Imports recorded at official exchange rate 
(excluding gold and imports of oil companies) 
Difference between official and free market 
exchange rates 
Correction for undervaluation of imnorts 
Unrecorded imports and exports (net) 

Total Imports 

Capital movements 
other disbursements 

Total Invisibles 

TOTAL DI SBti'RSENENI' S 

DEFICIT 

155 
10 
10 

175 

10 
2.3 
8 

15 
6 
~ 

70 

245 

307 

.30 
23 
--

360 

10 
2 -

12 --
.372 

127 

Source: Estimates of group of Syrian officials and IERD mission .. 

195 
.30 
... -

22; 

10 
.35 
10 
15 
12 
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90 

.315 

2.36 

78 
4 

.Ja. 

.3.30 

.3 
-2 

5 

.335 

20 


