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TZRMS OF TRAUE

For
Syria and T.ebanon
( 1938 « 1949 §
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Summary of tle thesis,

The following is a statistical attemrt to arrive at the
relative change in the terms‘ of trade for Syria and Lebanon over
the period from 1938 - 1049, To arrive at a terms of trade Index,
price indices of exports and imports had to be cons truc ted,

Fﬁrﬁnr more, quantum indices of exports and imports were cons«-
pructed for the same period to compare the relative change in
the volume of experts and Imports,

The work is divided into two mln. perts, The statistiecal
part which is the major part appears in appeniices B and C of
the thesis, It is concerned with the sctuval construction of the
price éméied Indices of exports and imports, The other part
of the work is the introiuctory part, It is econcerned with the
method of procedure followed in arriving at the price indices,
the problems and difficwlties faced wiph, and the final results
with a few remarks on each one of them, The nature and significance
of the concept of the terms of tmeade is found in the introduction
to the work, The ma jor difficulty faced with in the calculation
of the price indices, wes the adjustment of the walues of imports
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in the postewar period, in order to arrive at the actuajl va lues
of imports paid by the Lebaneese ard Syrian importers, the
adjustment was according to the ratio prevailling betweem the
free rete of exchange and the official rate of exchange in the
year concermed, The method of adjustment used In the imports
is fairly represented in part III of the thesis under the imports
section,

The price imdices of exports and imperts, and the terms of
trade index, which were arrived &t in the work are shown on the
next page. For any further detalls, the first thirty f:lvl'. pages

of the thesis are sufflcient to supply the nsccessary information,

Musa J. Halabl

American University of Belrut,

Beirut, Lebanon.
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PREFACE
eesccsssessssesesennssssssne

The aim of this thesis is to arrive at a vital plece of
information, the lack of which has been greatly felt, by every
research seeker interested in the analysis of the forelgn trade
of Lebanon and Syria. This analysis has been the concern of
many people especially in the post war period.

In the following pages, an attempt has been made to
econstruet indices for the terma of trade, and the gquantum of
exports and imports, To arrive at a terms of trade index,
price indices for exports and imports had to be constructed as
a preliminary step. The period under study falls between 1938
and 1949 during which Syria and Lebanon shared in a comple te
economiec unity, then in a ocustoms union.

As a result of the impossibility of arriving at correct
estimates for Lebaneese and Syrian foreign trade individually
during this period of time, the work has been carried for both
countries as one unit, with the results comimg out being
applicable for both of them together, but not for each one alone,

The major part of this thesés, being the statistical
ecaloulations of the price indices of exports and imports 1s
found in Appendices B and C, at the end of the work., WNever
the less, the method of proceedure, which is fairly explained,
the final results and the comments on them, are all found in
section ITT of this thesis. The terms of trade index 1s



found in section IV, while the problems and difficulties
confronted with in arriving at the terma of trade are found
in section T which is the introduetory part,

I really don't dare to mention all those to whom I owe
& great deal for making this work possible, lest they become
responsible in any way for the many but inevitable pitfalls
that gwait the investigator in such problems, Yet if I may
be permitted to do so, T wish to express my deepest gratitude
and respect to Professor W. 0. Thweatt of the Economics
Department, under whose careful supervision and guldance this
thesis has been made, The writer is also deeply indebted to
Professor M, Y. Husayni of the Commempce Department for his
valuable advices and suggestions, and to Mr, Montias of the
Uy Ne 0. for his useful information on the subject. To them
and to many others who have been a great help to me, my
due thanks and respect.

Musa J. Halabl
May, 1952

American University of Beirut.
Bairui, May 15’ 1952
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INTRODUCTION

Terms of trade is a statistical concept relating average
price of exported goods to the average price of imports., In
the case of Syria and Lebanon, the study is based on the price
relation between primary goods, which form a major part of the
exports, and manufactured gooda, specifically capital goods,
which form an important part of their imports. Such a relation
between relative prices of exports and imports, can hardly be
ignoped if we take into consideration the fact that Syria and
Lebanon fall in the category of under-developed countries, and
the generally held opinion, that foreign trade tends to be larger
in proportion to the total national income in under-developed
countries, than in highly industrialized countriolElJ

Henceforth, the impact of foreign trade repercussions on
the national income of the two countries would be powerful,
An improvement in the terms of trade would make it possible
for such countries to obtain larger quantum of imports for
a given quantum of exporta, and in this sense, an improvement
in the terms of trade would affect the mational income as
positively as an improved technology or an increase in employment.

In the same way, a deterioration in the terms of trade would
have the effect of offsetting any favourabke developments that

I B R NN ENNEEREEEEEN ENENENE NN NN NN]

l, United Nations, Department of Economic Affairs, Relative prices

of exports and imports of under-developed countries. Lake Success
New York, 1949.



may accrue from other means, FHowever, since changes in the
terma of trade are only one factor, but by no means the least
important, affecting national income, it should not be directly
inferred that movements in the terms of trade are always matched
with corresponding changes in the national income., Before
relating any changes in the terms of trade, to changes in the
national income, the following precautions have to be taken
into account:
Le "Changes in the terms of trade should be analyzed and
evaluated with changes in the quantum of ro¥oign trade}
i1t is only when improved export prices relative to import
prices are not attributable to a reduced volume of exports
that results are uniformly favourable.
2. Benefits of ' =reved improved terms of trade may well be wasted
in the form of unemployment or underemployment, and may not
lead to higher national income or more rapid economic dovclopnnntfl)
The primary impact of changes in the terms of trade centers
mainly on the financial resources avAllable for economic development,
Thus "favourable changes in the terms of tradeo! of under-developed
countries improve their ability to meet debt sarvice on foreign
loans, and withdrawals of earnings of foreign financed 1nvoatnontsf(2)
But since the movement of terms of trade during the past thirty
years have been always in favour of Industrial goods as opposed to

(30
primary goods, the ability of under-~developed countries to obtain

1. Ibid. P, 122,
2. Ibid, P, 16,
3. Ibid. P, 1B,



foreign capital have been duly limlted to certain fields of
investment yielding foreign exchange directly.

The present study is intended to give a light on the position
of Syria and Lebanon, during the pre-war and the post-war periods
in the realm of international exchange of goods. !lbwever, such
a study will conaider the position of Syria and Lebanon as opposed
to the whole world. It is not intended to make a domestice
analysis of the benefits or disadvantages that have accrued as
a result of changes in the terms of trade, Moreover, the study is
intended to trace the evolution of the terms of trade from &
pre-war bagse which 1s 1938. "o what extent terms of trade were
favourable or unfavourable to the two countries in 1938, 1s not
an issue of discussion, and consequently the absolute results
during this period cannot be determined too. Only the path trend
of the temms of trndo. that is the aim of the study.

S8ince terms of trade is a statistical concept measuring
changes in a relative way, the problems faced with in es timating
it arise mainly from the nature of the concept. The major
problem in estimating the terms of trade for Syria and Lebanon
was to arrive at correct valuations for the imports of the
two countries in the post-war period., The then prevalling
discrepency betweem the official rates of exchange and the free
market rates, coupled with the method used in recording imports
in that period, rendered the official statistics of foreign trade
completely deficient. Moreover, the method used by the officlal
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authorities in distributing t%, relatively small amounts of
foreign exchange in 1945 and 1946, made the possibility of
arriving at correct estimates for the imports in these years
exceedingly difficult.

Besidem these special problems, there are stidl the ordinary
problems confronted with in the estimation of the terms of trade
of all under-developed countries, as opposed to the industrial
countries, In the first place, there comes the problem of changes
in the quality of either the exports or the imports, which 1s
not accounted for in the statistical data, When the period under
study is a relatively long one, changes in the $s==s quality will
ultimately influence the terms of trade in one direction or the
oiL.r. i.e, terms of trade will be shown either more favourable
or less favourable than they actually =re for the country.

In the second place, there comes the problem of changes in the
composition of foreign trade. e.g. if there was a tendency
towards a shift in the imports for more luxurious goods or

vica versa, this will make the terms of trade look biased in
certain dfrection, In the third place, the problem of choosing
a fairly suitable formula for the price indices and the problem
of putting proper weights for the index, will all make the
study over complicated, The question then becomes, Would the
terms of trade index arrived at from the prevalling statistical
data, give a true picture of the terms of trade given all the

previous difficulties and problems? The answer to this question



is fairly represented in the following words, "There can be no
single 'true' index number of export or import prices. The
impossibility of finding and presenting a single 'true' index
number and therefore a single 'true' figure for changing terms
of trade 1s not due to any deficlency in the statistical data
used or the statistical technique employed, It is a loglcal
impossibility”", The terms of trade index would determine the
pathway but not the details of the relation between export and

import prices of any country,

DO 88 02 s T 80P eE s a0 e B0



EXPORTS
Hethod of Proceedure
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Price Indices.
An index of price for exports was constructed in the

following way:

To begin with, a list of all the exports in any year was
prepared and classified according to the United Natlons'
classification of itmf“ In other words, all the items oxpo;'nd
were inserted under twenty one sections, with subdivisions in
sach section ( called chapters ) amounting to & total of eighty
six chapters in all the uotlonlsm

From these chapters, a list of the most important chapters
in exports was prepared for each year alone., Importance was
judged on the basis of value; every item which had a value of
hundred thousands pounds or more was included in the list.

Further more, it was taken into account that the list of
import«nt items chosen for any year should possess a value
around ninety percent of the total velue of exports in that year,

Consequently, during certain years « easentially the war
years - certain items which possessed a value below the amount
agreed upon, had to be inserted in the list to ralse the percentage
value of the items chosen. Such a proceedure had to be applied
whenever the pereentage value of the important items - as they

TEIEEESEE N R R RN R R R R R E NS N

1. See “ppendex A.
2. The same classiflioation 1s used in the imports.



-9'

are defined - in that year, was less than 90% of the total value
of exports.

As the importance of the items was changing from year to
year, the list of items had to be changed too, and 1t followed
that no two different years contained identical items. This made
the use of the chain index obligatory in the claculations.
Accordingly, each year's index was calculated at firsi, as
a seperate link, with the year preceeding it functioning as
a sero year. There from, all the resulting link relatives were
joined together in a process of successive multimlicationg, to
be reduced to the original base year which is 1936.

To 1llustrate, the price index for 1939 was worked out by
choosing identical items in 1939 and 1938, and the items in each
year made up about 90% of the value of exports in the year concerned.
Whereas the price index for 19_];0 was conatructed by choosing
{dentical items in 1940 and 1939, which are by no® means equal er
identical with the 1tems chosen in the previous year.

The table on the next page shows the percentagze value of
the items chosen in the current year as well as in the mero year,
all over the periocd under study.

The formula used in the computation of the price indices
1s the one clled Fisher's "ideal index" romufn 1.0. by
arriving at the geometric average of the aggregative price
indices, mlgh‘id twice by the gquantities of the current year,
and the cuantities of the zero jyear.

"TY AR SR TR R RE R R R R R AR X

1. Pisher Trving, The Making of Index Numbers, Boston & N.Y. 1922.
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TARLE I

‘II.-..O'l.OO.l‘..'ll“l!l..."...l-....ll....

Total Value of Items Chosen in the Index

as a Percentage of the Total Value of Exports

! ! = 1

Year i Present Year E Zero Year E

-------------- h-—-—------—-----:--------------1

: ] I

1938 : ev e : e :

1 I I

1939 | 88,36 i 95.89

1940 | 95,52 | 93 |

] 1 1

1941 ! 95.25 5 .31

1942 | 95.69 1 W3l i

1943 0,00 | 93.80 !

]

194k E . Th i 97.20 i
! 1

1945 ! 97.34h i 93.96 1

1946 | 97.63 1 98.19 |

1 I ]

1947 ' 96.57 E 98,00 i

1

1948 | 91.86 | 97.79 |

1949 | 97.b0 1 98.07 !

| ; i

! i ]

- ]

% The zero year in each case represents the year
before the current. e.g. the zero year in
1941 is 1940,
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< RAS y FQ,
1.0, x x 100
iroq\ (L/Poq'o

In choosing the formula, two thing were taken into
consideration. 1. The degree of accuracy, and 24 the question

of suitability. With regard to the degree of mccuracy that could

be arrived at in using this formula, Mr, Fisher states that,

" .. of these 13 (formulas) the 'ideal' formula 353 ... is at

least equal in accuracy and is probably slightly superior in

sccuracy to any of the othor-."(l) As to the problem of
suitability, it is believed that this system of double weighing used
in the formula would cope properly with the fluctuating nature of
the foreign trade of these ecountries during the peried under
consideration.

The period from 1938 up to 1949 ean generally be classified
into three stages with different characteristics.

1, The pre-war period of 1936 and 1939 where exports of
Syria and Lebanon showed a tendency towards stability in
character with a slight increase in value and volume,

2. The war period where the exports showed many irratic and
unclassified fluctuations with a sudden expansion or
contraction taking place from one year to another.

3. The post-war period where a steady and constant increase in
value and volume of all the exports was taking plloofz)

..O......'.........'.....!.I'.l.l..

1, Ibid. PP, 360.

2. For total values of exports, see table III,



o« X§ =

If simple woigﬁing by quantities of elither the current year
or the zero year was used, there would be a tendency te arrive at
nﬁ inflated plcture in the first, and a deflated plcture in the
second, of the price indices mainly in the post-war period,

The price indices of exports were worked year after year
acecording to the already stated proceedure, In the table on
the next page, the movement of the price indices of exports
for Syria and Lebanon since 1938, is shown in the form of a
chain index, and: an ordinary index taking prices of 1938 as

a base,

Indices of Quantum,
Index numbers of quantum is a device to show the changes

in foreign trade after allowing for changes in price that may
have taken place, since the base yclrsl)

When wide fluctuations in value as well as in price are
taking place, the quantum index becomes an essential piece éf
information to any further study of the foreign tarde, This
was the case with Syria and Lebanon since 1938, as it can be
easily seen from table II and part of table III. Under such
circums tances, it becomes exceedingly difficult, if ever possible,
to tell appriori whether the wyuantity of goods exported was
changing in the same direction and proportion as the value of

exports,

In the following an attempt has been made to arrive at

( IEEEERE A NN RS R RN NN N

1, Statistical Office of the United Nations, Monthly Bulletin
of Statistics. August 1951. PP, 105
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TABLE IY

Price Indices
Syria and
(1938 -

| R —

100
106,86
140.23
138.35
162,46
137.83
106,15
101.04
83.2)
82.25
97.77
73.82

LU N B B

of Exports
Lebanon

1939 )

r
! Ordinary Index|
i1 1938 as a zero!
: year. /

—— ————— T ———— = -

L

100

106,86
149,88
207.36
336.088
L6lL.32
492.88
498,01
L1h.64
341.00
333.40
246,12

- S S S - - - -—-—'-
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comparable figures for quantities of exports all over the perlod.
The indices of guantum exports were arrived at by

dividing the total value of exports in every year by 1ts

respective price index. This would give us the value of exports

in every year quoted at the prices of 1938. The index is

then computed by relating the values thus obtained to the

value in the base year which is 1938. The resulting quantum

indices of exports are given in table III on the next page.

Notes and Commentsg.
Looking back again at the price indices of exports, it is

posaible to say that the prices of exports had been rising during
the pre-war and the war periods. The peak point was reached

in 1945 when prices pf exports went up to almost five times as -
they were in 1938, Shortly after the end of the war, there

was a significant and contineous drop in the prices of exports,
This was an anticipated result for Syrian-Lebaneese exports.

For the main markets for thelr exports during the war perioed

were the neighbouring Arab countries. Directly after the war,
these countries were able to secure other sources of supply for
their imports and at lower prices, Moreover, post-war foreign
trade showed a marited tendency towards bileteral trade agreements,
Syria and lebanon, being unable to cooperate in this field,

were segregated from their main markets of exports. Consequently,
all goods wxported in that period were marketed at reduced prices.
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TABLE 771

..l'.......l..........lll‘..Q.

Quentum ‘ndices of Exports
Syria and Lebanon

(1938 = 1949 )
e
Year | Total Value | Index | Value of Exp. !  Indices of |
| Of Exports | of | divided by |  uantum. |
------"--“i- j{.:o. Lol :': Price L index o{ price: “:222_:_1(:2- E
1938 i 29,280 Emo.on i 292,800 i 100,00 !.
1939 | 36,516 1106.86 1 3.8 | 1167 i
1940 i 19.302 §1u9.88 % 1268.783 E 43.98 i
gt | 1,227 j207.36 | shaw3 1849
1942 i 23,753 E;;e.se E 70,509 E 24,08 E
1943 32,001 Eueu.sa; 68,984 g 23.56 |
oW | 46,195 1h92.88 1 93725 | 3200 |
1945 E 43,842 iws.nl E 88,034 ‘, 30.07 i
1946 i 85,536 iuu.eh i 206.290 i 70.45 g
1947 {83,640 134,00 1 52719 | 83.77 !
1968 | 78,501 {333.0 L 23suse | 80.2 |
1949 E 111,104 | 246,12 i 451.422 i 154.17 E
] ] 1 ]
] B
]
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The drop in each of the years L6 and 47 was about 18% of
the previous yeara' prices. In 1948, the drop was reduced to
about 3% . This = may be attributed to the adjustments that,
by that time, would have taken place in the export industry.
dowever, the highest drop in the prices of exports tooi place
in 1949 (atout 26% of the previous year's prices). The
drop ia; be duly attributed to the collapse of the Palestinian
market which was the main outlet for Syrian-Lebaneese exports.

The present price index of exports can be compared, for
checking purposes, with the official wholesale parice index.

In the table and the graph on the next two pages, the two indices
are compared after adjusting the base year for the exports price
index, to be reduced to comparable basis with the official price
index.

Tt can be easily seen that the two indices moved in com=-
parative proximity all over the peried. The movement of the
wholesale price index was more prominent, because it was

influenced by prices of many other items beside$ the exported

goods,

"TEEEEEEEEEEEEEE R N R R N R NN R J
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TARLE IV

YA E R E NN EEE R NN RN RN RN NN N ]

Official Wholesale Price Index
and price Tndex of Exports
( 1939 = 100 )

Year E Price Index ' * %
............. ;-3f_§ffffff‘ e sy
1999 | 100 : 100 i
1940 140 E 156 E
1941 i 19 i 309 E
1942 ; 315 ; 626 i
T A ] 835 !
354 ; 461 i 953 i
1945 i 466 | 1038 |
1946 | 388 | 889 E
1947 i 319 i 797 i
1948 i 312 ; 777 E
1949 E 230 E 641 i
1 ] ]

' i

#* United Nations, Department of Economiec Affairs, Monthly
Bulletin of Statistics, WN.Y., August 1951.
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IMPORTS
Method of Proceedure
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Price Indioces.
The price indices for imports were arrived at in the same

way used in the export price indices. Z¥he only difference lies
in arriving at the actual values of imports which are to be
used in caleculating the price indlces.

The values of imports were published by the customs
department after transferring the value of goods imported in
foreign currency, into Lebaneese currency on the official rate
of exchenge. Hence forth, there arose a wide discrepency between
the declared values of imports and the actual amounts paid by the
Lebaneese and Syrian importers, since the foreign exchange used
by the importers was either partly or wholly bought in the open
market at the free rate prevalling at that time., This divergence
between the free rate of exchange and the official rate would
not have any effect on the final results had it heen always in
the same proportion and direction, which was not the case.

For the sake of arriving at the actual values of imports,
the period under study, was broken down into three smaller
periods:

1. The period from 1938 - 1944, where the officlal rate of
exchange was the actual rate paid by the importers, since
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all the foreign oxoh?g?. at that time, was obtained from the
official authorities.

2. “ne period of 1945, and 1946, where the amount of forelgn
exchange distributed by the official authorities constituted

only a small proportion of the total value of mporu.‘z}‘hl
remaining part being all obtained Brom the free market.

3. The period from 1947 = 1949 where all the imports were obtained
on the free rate. The official rate being only used by the
customs department for arriving at the declared values.

Moreover, the official rate was not constant during this period.

As a result of this anarchy in recording the imports in
the postewar period, the system of adjustment followed was
changing accordingly.

To begin with, the declared values of imports, in the
first period as recorded in the statistics of the customs
department, were taken as they are to represent the actual
values of imports during that period of time.

In the second period ( 1945,1946 ), the smount of foreign
exchange distributed by the hbmooﬁ and Syrian authorities
amounted to 30 million and 28 millions pounds rnpoctiul.;?)
These amounts of foreign exchange distributed in 1945, and 1946
1. Ministry of Finance, Office De Change, Beirut.

2. Ibid.
3. Ibid,



constituted 25% and 11¥ respectively, of the total value of imports
in the two years, The remaining 75% and 89% of the imports

were bought on the free rate. Consequently, each imported item

was broken into two parts, In 1945, 25% of the value of the

item was taken as it is; the remainifg 75% was adjusted and

added to the first part., While in 1946, 11% of the item was

taken as 1t is and the remaining 89% was adjusted and added

to the first part, The adjusted value was arrived at‘uoondim

to the following formulas
Free rate of exchange

Adjusted value = Official valueX -
Brficial exchange rate

In applying this system of adjustment, the following
assunptions were made:

1. In the first place it was assumed that the amount of foreign
exchange distributed by the official authorities was used
completely in importing goods.

2, In the second place, ia=t that all the imported items got
the same proportion of foreign exchange. 1i.e. 25% of every
item imported in 1945, and 11% of every item imported in
1946, were obtained on the official rate,

3. In the third place, the yearly average rate of ths dollar |
and the sterling was assumed te represent the average rate
of exchange during the year,

The free rates of exchange and the official rates used in
the adjustments are shown in the table on the next page.
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TABRE V

...II..!....ll....'I...........I.....O....

Exchange Rates
( For sale of transfer bills )

i i Ir FPrane L ‘:- Sterling i :r -Donnr
iPree | Official ; Free ;0fficial | Free | Official
r T r I i ]
TN : ! Hirg
94§ D - | == 11035 886 1338 1 221
i 1 1 i i 1
(2) i i i i i
1946 I - ! 1016 | 886 1333 | 221
] ] ] ] ] ]
(3) | | | | i i
1947 11280 | 1839 | 967 | 889 1308 | 221
i i | i i |
g‘#) I ] ] ] i 1
194 ! 962 | 1022 1121 ! 889 1358 | 221
f 1 832 ] 1 i i
] ] ] ] ] i
] ] ] ] [} ]
(s) | | ; i ; :
1949 | 808 ! 832 1 975 1 889 1326 ! 221
i | 629 | | 619 i |
] ] I ] ] ]
1 ' ] | ] ]
i ' ' [ i i
[ 4

1., Office De Bourse, Beirut. Publication of free rates were
strictly illegal in this year,

2. Ibid, Average of monthly quotations.

3e ke , Beirut, issues of 1947,1948. Average
of bi-wee quotations.

5. Republic Libanalse a;mn_ummmnmnm-
Premier trimestre i9 .

#, Concell Superieur Des interets Communs, Op. Cit, 1ssues of
1%5 » 19"-9.
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Item ( 27 ¢ ) which stands for imported oil, was not adjusted
through-out the whole period, since the whole amount was
paid on the official rate.

In the third period ( 1947 = 1949 ), the official rate
was only used in the calculations of the customs department,
while all imports were bought on the free rate. Besides, the
offiecial rate had changed twice in this period. And due to the
fact that free exchange rates did not move in the same direction
and magnitude during this period, it was impractical to choose
one rate to represent all the rates of exchange. Consequently,
1t was found necessary to analyze every imported item into 1ts
countries of origin, and adjust every subsidiary amount
according to its corresponding rate of exchange. Accordingly,
countries of origin were divided into four categories namely,
the sterling area, the dollar area, the franc area, and other
countries. An average rate of the dollar and the sterling was
applied for adjusting amounts coming from "other countries”.

With regard to the problem of analysis, it 1s worthwhile
mentioning that according to the United Nations' classification
of items, all imports were grouped under 86 chapters, and it
followed that every alnptn/eentainod several items of similar
nature. Analysis into countries of origin was carried in the
subdivisions of the chapter to arrive at the analygzed values of
the chapter itself.
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To 1llustrate on what has been said, chapter ( 72 a )
consists of 76 similar subdivisions. The analysis was carried
in these seventy six subdivisions and the results were regrouped
again to arrive at the analyzed values of chapter ( 72 a ),

" This system of analysis was carried over for every important
chapter in the three years, The analyzed values of the chapter
were then adjusted according to the ratie between the free rate
and the offiecial rate of exchange for that country of origin,
Whenewer twe official rates were prevailing in one year, as it
happened in the franc in 1948 and 1949, and the sterling in 19&35)
the amount goming from the franc area in each chapter was still
broken down inte two parts in proportion to the time of the
year when the new official rate became effective. e.g. The amount
coming from the sterling area in 19,9, was broken down into two
parts, 75% of it was adjusted according to the ratio of 975 to
889, and the remaining 25% was adjusted according to the ratio
of 975 to 619, which became effective in 19. 9. 1949, when the
sterling pound was devaluated, The same proceedure was followed
in treating imports from the franec area in 1948, end 19h9£2)

The adjusted values of the imports were then used in
constructing the price indices in the usual way discussed in the
exports. In the next two pages, the percentage value of the
items chosen in the index, and the prices indices of imports are
shown respectively. The low percentage value of the items
tressssscscessnssssscasnsecs
1 . See table V.,

2. The analyzed values of the chapters, and the adjusted values

for this period are shown in appendex C( part I,
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TABLE VI

.0‘..........!..'..l...l.'......-.Ill......'...

Total Value of The Items Chosen in The Index
asaa Percentage of the Total Value of Imports.

R T i i 7
Year i Present Year E Zero Year i

b e e SR e
1938 i - E v i
1939 9L 5 89 E
1940 i 97 E 93 i
94 | 97 | 88 |
w2 | 97 i 9% |
1943 i 97 E 98 i
2904 97 i 97 E
945 | 97 : 9% |
946 | 81 | 99 i
1947 8l | g1 !
1948 i 96 i 8y %
1949 91 | 96 |

[EEEE S EEE R E RN 2



TABLE VIT
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Price Indices Of Imports
Syria and Lebanon
( 1938 = 1949 )

- — o e P o o o o
Year i Chain Index EOrdinlry Indcxi

. ! 1938 = 100 |
-----------  E—
1938 | 100 i 100 i
1939 I 112,48 112,48 E
1940 i 131,44 i 147,81 i
9K LSS 1 209.27
1942 I 137.62 | 288.00 !
1943 i 117.51 E 338.43 E
194k | 97.92 | 331.39 i
1945 126,91 | 420,57 i
1946 | 10758 | bs2us §
1947 | 117.83 I 533.12 i
1948 I 98,10 | 522,99 :
1949 i 8oas | 466,25 5
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chosen in the index in the post-war period, is due to the fact
that imports of gold are not included in the index wnile they
are ineluded in the gross value of imPorts,

Quantum Index of Imports,
Indices of quantum imports are also arrived at in the

usual way, by dividing the total value of imports by the corres-
ponding price index. The total value of imports is arrived

at by adjusting the official gross value of imports according to
the same proceedure followed in adjusting the chapters. However,
imports of oill and gold are deducted before the adjusting process
and then added to the adjusted value. The resulting quantum
indices are shown on the next papge.

It can e seen that the volume of imports was reduced to
almost 507 of its level in 1938 during the war period. The
minimum amount being resched in 1941 where imports amounted to
27% of the pre-war level, In the post war period, the volume
of imports continued to rise until it reached to double the
pre~war volume in 1949, The graph shown after the quantum index
represents the movements of the two quantum indices, It can
be observed that al though the volume of exports was increasing
in the postewar period, the volume of impords was increasing at
a faster rate. Compared to the pre-war level, imports became
twice as much in 1949 while exports were still below the pre-
war level., And if we take into consideration that export prices
were falling in the post-war period while import prices continued
to rise, we can realize what a great hardship has been for Syria
and Lebanon to pay for the increased deficit in the balance of



TABLE VIII

ul...oc..looo.l.t.'...!...

= 2% =

Quantum Indices of Imports

""""""" i
Year i Total value
Lo e
:
1938 | 70,768
1939 % 75,569
194 | 57,152
RUREE IR
, 1942 ; 107,083
.
1943 | 110,139
19U | 93,645
1945 | 158,553
1946 | 341,595
W47 | uS9,121
1948 | 659,531
1949 i 675,119

. ...............0.'........l-

Syria and Lebanon
( 1938 - 1949 )

— - — - - - —

Price

338.43
331.39
4420457
452.45
533,12
522.99
L466.25

over

707.65
671,84
386,58
193.76
371.82
325,44
282,58
377.00
75499
861,20
1261,08
1447.98

rice Index

- — -

9L.90L
5463
27.38
52454
45.99
39.93
53.27
106469
121,70
178.21
20,62
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trade., A disappointing situation which has to be watched
carefully in the two countries,
Notes_and Remarks,

The price index of imports have been rising since 1939,
and reached its peak in 1947 where prices of imports becape
five times as much as they were in 1938. However, the steep
rise in the index during the war period was mainly influenced
by the high prices of foodstuffs, which constituted a major part
of the imports of Syria and Lebanon during this period of time,
Unlike prices of exports, import prices continued to rise in
the post-war period. This rise in the index may be attributed
to the heavy demand for manufactured goods, to replenish the
stocks depleted during the war,.

The movement of the three indices namely, the export price
index, the import price index, and the official wholesale price
index are shown graphically on the next page. The wide
divergence in the rise of both the wholesale price index and the
imports price index, during the war period, may be considered to
be real. The excessive margin of profits made by importers on
goods imported during this period, accounts for a great deal of
this divergence, After 1947, the three indices moved in the

same direction and magnitude to approach a position of stability.

.--o.o.....l-o.llll...'......'
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TERMS OF TRADE
sesssessensresesssrsnances

The terms of trade index was arrived at by dividing the
price index of exports by the price index of imports for every
year. The resulting index would show the movements of the terms
of trade as compared to the situation prevaiding in the base year,
The table on the next page show the movements of the terms of trade
for the two countries since 1938, It will be observed that
the terms of trade had moved in favour of Syria and Lebanon during
the war period, while they have started to move tremendously
against the two countries in the post-war period,

The relative improvement in the prices of exports to the
import prices, was really artificial caused by war restrictions
and regulations. The quantum of exports during the wap has
decreased to a level below that of the quantum of imports. <he
relative rise in the export prices was ;onlly a result of a
scarcity in supply. The inability of the two countries to maine
tain the same terms of trade was directly shown, upon the
abolishing of restrictions on international trade.

Even with a fair allowance being made for echanges in the
quality of imports, the tremendous deterioration in the terms of
trade, would stidl show an unfavourable situation ( probably not
as bad as 1t appears in the index ). The situation would become
more disappodnting if we take into account the fact that Syria
and Lebanon were paying for the deficit in the balance of trade
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TABLE IX

8 30 9 58 A9 %S0 P S E S E SRS PRSP EE AR AR E SR E e R e

Terms Of Trade Index

Syria and Lebanon

. | Price indexPrice index ndex of X |Terms of
Year ! of ! of | over ! trade
R o T | Swerts fodax at ¥ indem.
] 1 ] 1

1938 i 100 i 100 } 1.0000 | 100
1939 {107 1 112 | 0.9554 | 95.54
9§ as0 ! w8 | .03 { 101,35
95 207 1 209 i 0.9904 1 99.04
942 {337 1 288 | 1,701 | 117.01
903 1 ek | 338 |12 |137.28
9Ms 1 b93 1 331§ 189k i 148.94
945 0 498 1 k2 11829 | 118.29
T " | T R YT W
1947 3\ 533 | 0.6398 | 63.98
948 © 333§ 523 o.e367 | 63.67
1949 é 246 i 466 ; 0.5279 E 52.79
J [l 1
t 1

(A RS ER R RN RN N NN NN NN ]

—--—-—--—---——n--—ﬁ-—-----—--—-—-‘----
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mainly from balances accumilated &=ixs during the war as
a result of sale of goods and services at the war prices,
In other words, these balances would have demanded a larger
quantum of imperts during the war period, than what they have
demanded in the post-war perioed,

The backward movement in the terms of trade, starting in
1945 put Syria and Lebanon back in the category of primary
producing countries, where gradual movement in the terms of
trade have always been in favour of the industrial countries,
The vast deterioration in the terms of trade of Syria and
Lebanon can be attributed primarily to the laeck of planning
in foreign as well as domestic economic policies during the
post-war periods It is hoped that the situation can be adjusted

by careful consideration and control of foreign trade relationss

LR I B I I B I I R I I R I N )
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The following are the exports and imports classified
according to the United Nations' classification of items.
All kinds of exports and imports are inserted under twenty one
sections ( indicated by the Roman figures ), with a total of
chapters amounting to eighty six in all the sections ( indicated
by the serial number ), The letters stand for the order of
every item in its section. e.z. Cereals is the fifth item
in section II, while it comes under chapter 10, and Hide 1is
the first 1tem insection VIT, while it comes under chapter 36.
The present appendex 1s intended to serve as a reference
for all the statistical calculations of price indeices found in
appendices B and ¢, where the items are identified by their

(1)
numbers only.

LA R R R R N N N Y R R R R R R )

l. See appendices B and ¢,
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Living animals

Meat,

Fisgh,

Dairy Froducts, egy #nd honey .

Raw material ané ot.er Primzry Procucts of animal origin
Living Flents and flowers

vegitebles, plznts

Consuption fruits

Coffee, te- splces

Cereals

1111's products, matt (N .~) starch

Grains et fults Seeds indusirisl and medical plauts

Raw matertal for ayiang 2nd tenmring gum z.d otner plant juice
Raw mzcerizl for other priaary procucts of vegitzble origin
Greasy products, fats oils, alinental fals, WaX .

Meat =nd fisa producte, perch pro‘ucts,

Sugzgsr aznd its products,

Cocoe and its products

Florer n:7e and st=rca nade products

Products of vegltobles and consuaption plants fruit orogueis
Various elimental procucts

Alchohls, vinegar,

Tobbacco

t7astes -né by prodncis of elin.ntal iadustries,

gtones, lime, cement, salt, sulfur,

wetals

Combustible minersls, oil, aschalt and its destillation products
Pharmaceutical and cnenlcal proiucts,

Chemical orocuc 8 used ia photogra.iy

Dyes, pRints lzc, inM,penciles

Voletile 0ile, ertificial perfumes, pérfumee of egll kinds.
Souzp oznilee snd Ootaer reery products,

Gaseine, allumine, sel:Tine,

Explosives and fire - wor: oroducts,

Fertilizers,

Hige ,

Hidey made products,
Furr,

Rubber and its orocducts,

Timber »nd timper - made products.

Gork znd its products,

Strow, macde products

Ra~ naterinl for m-muf-cturing of peaper,
Paper, Cort®n -nd their products.
Librgry needs, draming moteri-~l,

S8ilk, rayon, artifici~l fiber, meBalic strings,
Wool, Helr

cotton

Hemp, flax, canvzs ( sack clota) , Jute
Felt, ropes and their products.

lil/‘to



-
-

[ ]
-
H

o
3

-~

=

:

e mE e A® A4S B8 AT eSS A% BB A =B S8 A% 4% S8 S8 W s Be e S8

VIII

=
4

x -

>4
L

AP s 48 S8 B8 A% SF B S8 se

s =s S8 A% 48 as =8 S e 4% S5 e e= s Aw an o

— -

-

L
WMo -V H

@ A% Se S6 S5 S8 S SS9 S s Aw sw

)
L)

I13:
I3
I4:
15;
16!
174
18:
I9;
30
31t
23!
33!
234:
ab¢

o

L

271
28!
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Living animals

Meat,

Fish,

Deiry rFroducts, egg ~nd noney .,

Raw material asndé ot.er Primsry Profucts of animal origin
Living Flasnts gnd flowers

vegitables, plznts

Consuqption fruits

Coffee, te: eplces

Cereals

I111's products, matt ((O» =) starch

Grains et fulte Seeds industrisl and medical plautse

Rav materital for daying =nd tanring gum z.ad Other plant juice
Raw mzterigl for other primery producte of vegitazble origin
Greasy products, fats oils, alinental fats, ek .

Meat =nd fisa procducts, perch profucts,

Bugger znc its products,

Cocog and its products

Flower m:ce and starca nade products

Products of vegltobles =nd consuaption plants fruit orogucts
Various alimental procducts

Alchonls, vinegsr,

Tobbacco

Wastes -nd by prodacits of aliwuntal ladustries,

stones, lime, cement, salt, sulfur,

uetals

Combustible minersals, 0il, asohalt and its destillation products
Phermaceutical and caenlcal proiucts,

Chemical orocuc 8 used in photogra,hy

Dyes, peints lzc, inK,penciles _
voletile 0ile, ertificial perfumes, perfumee of g1l kinds,
Sogzp osncles snd Other reery products,

Gaseine, allumine, gelstine,

Explosives and fire - wori oroducts,

Fertilizers,

Hige .,

Hidey made products,

Furr,

Rubber and its oroducts,

Timber »nd timper - made products.

Gork snd its products,

Strow, mace products

Rav naterinl for m-mf-cturing of paper,

Poper, Corten -nd their products,

Librgry needs, draving materinl,

S8ilk, rayon, artifieci~l fiber, melalic strings.

Wool, Halr

gotton

Hemp, flax, canvas ( sack clota) , Jute

Felt, ropes and their products,

nso/‘lo



mes, perciles, @moker's nceds
Ob)ecie of »rt & collection.
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ITEWUS
¢ BI: f : Bonnets.
! B3: g : Glothes, re~dy made type,
6363 h : Patters and raggary.
XII: St: a ! Snoces
¢! 56y ¢ ¢! Umorellas,canes
¢ B7: & : Plumes, vlume-m e article, artificial olumes,
XIII: 58: a : Ston ey and otner mettslic articles,
¢t 52¢ b : Ching ware,
t 60: ¢ i CGlass and glass-mare,
XIV: 6I: a : Pearls, precious gtones, orecious metals end their products
¢ 83: b : lioney
XV: B63: a : Iron and steel
: B4: b : Gopper
! 65 o ¢ Nickle,
¢ 66: 4 ¢ Aluminum,
i B7: e : Lezd .
! 88; T : Zine,
! 69: g : Tin
t 70: h : Other metals gnd asmalg:ums
¢ 7I: e : Other metalic products not included elge-where,
XVI: 73: a : Bollers, macialnej appar=tus, macnine inst, and sgpare parts
: 73: b ! Electrical mechines a apparatus, otaer electriccl articles
' ¢ & spere parts.
XVII: 74: & ! Railmey and tramway needs,
: 76t b ! Cars & bscicles, otner delivery équipment
¢ 76: ¢ : Aviation¥:nd navigation needs,
XVIII: 77: a : Optical instruments & aspporatas
t 78¢ b ! Horologe ,
¢t 79: ¢ ! lusicsl inetrumentes.
XIX: 80: & : Arms ,
: 8I: b : Ammunition
XX: 83: a : Articles net iancluded else.winere, made of nutural or art,
: : ¢+ materi ]l suit.ble for casting or sculpture
$ B83: D : Row Mateviols fa G amifies wdus iy | poadita Lauaditn .
: 84: ¢ : Games, toys, sports articles
: 86! 4 ¢ articles mede of aifferent material, buttons, porte plu-
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Bonnets.

Glothes, re~dy made type,

Patters end ragsary.

Saoces

H:otse .

Umorellas,canes

Plumes, olume-m e grticle, artificiel olumes,

Ston ey and otner mettelic articles,

China ware,

Glass and glass-mare,

Pearls, precious gtones, orecious metals an< their products
uoney

Iron gnd steel

Gopper

Nickle,

Aluminum,

Lead .

Zine,

Tin

Otner met:les and amalg.mse

Other metalic products not included elpe-wWhere,

Boilers, macalnej apparztus, mecnine inst, and spare parts
Electrical mechines a apperatus, otaer electric:1l erticles
& spere parts.

Railwey and tramway needs,

Cars é& bscicles, otaer delivery équipment

Aviation¥:nd navigation needs.

otical instruments & gpporatas

Horologe ,

Musicsl inetruments.

Arms ,

Ammunition

Articles net 1aclucded else.wanere, made of nitural or wrt,
materi 1l suit-ble for cas8ting or sculpture

Rowo Mateviats %é\. G Anafate inmdon Tiny f‘“ LAaw plaia .

Games, toys, sports :articles

articles mzcde of alfferent material, buttons, porte plu-
mes, perciles, @moker's nceds

Oblecis of »rt & collection.
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The following are the statistical caleculations of the
price indices of exports. The riguroqﬁn the column Ine-
dicated by P Q are the values of exported foods in thousands
Lebaneese pounds, Column 4 1s the quantity expérted either
in tons or in numbers. The figures in these two columns are
taken from Statlstiques Du Commerce ixterieur Aissued by
Concell Superieur Des Interets Cormuns, Column P which is
the price is arrived at by dividing vAlue figures by quantity
figures in the previous two colums. Column P Q is arrived
at by multiplying prices of the current year by quantities
of the base year, while column P.Q 1s arrived at by multiplying
prices of the base year by quantities of the current year, as

i1t is shown in the tables.

S8 ases s RPN RO RN SERRIORBROOYD
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EXPCRTS 1939

—— B —

1939 1938 { $ :

P Q P Q

F, @, ¢ Q, ! P )P, 0, Q, t Py S \ g

e D e e p—————— p————— e e S e
g ! : s ) s : 3 H
I Il a 57I: 55245 0,010 639: 60048 O, 0II) 600: 608!
! 4: a I77I: 6333: 0.384) I783; 6748: 0,264 I91I6: 1645

t b6t e 795: I3I5: 0,654 5I5; IB43: 0,379, I305: 3391
IT: 7: b 4083%: 74474: 0,055 3343%; 6810I: O, 49, 37462 38491
: HIN 3378: 4323%4: 0,078 3065; 43877: 0,039, 34233 2818:

t I0: e 3433: 739007 O0,048) 35T4! BI268; O, 4TI, 2818 30308

! II: £ 655¢ I3793: 0.05I) 38%y 100r3: 0,038, BII: 4861

1 I3 g 883: Ib736: 0,058, gE9: ©9880: 0,089, 5542 I0851

t I3t h 192! 705: 0,273 118: 575: 0,805, 1861 146!
III: I5: a 3383: I0632: 0.32I, 3682r 9088: 0,295, 2917 3107
IV: I7: b 500: 4,I89 0.133, 3837 3338: O,II5, 4083 4791
+ I9: 4 I49: 90I; O, 165) I13: 740:; 0,I5I, 123} I136:

} 801 o 846: 6I00: 0,139, n78: 51083 0,153, 7I0: 9371

{ 33t h 946: 1I856: 0,508 836: I93l: 0,437, o831 793!

V: 35 ag 578t 45653: O, OI3, 68631373385 0, 005, 1655} 3381

: 333 @ I97: 875: 0.335) 3487 III8: 0,230, 2531 I93:
VII: 36: a 1487t I986: 0,749) I433%: 3024: 0,703, I516:¢ I1388:
IX: 40: a 375 2404: O0,II4) 393: 1829: 0,169, 200 383:
' 44: D 1683 3631 7,449) 99: 34I: 0,390 I53; I105;
XI1 48! a 3353: I0I5: 23.2I9) I748: II30: 1I.5i6, 35071 16691
! 470 418I: 4770: 0,877 I7o4y I987: 0,803, 1743t 4303:

] 48: o I553: 3765 0.4I3 I338;: 30I6: 0,444, 1345 1673:

! BO: o I116: 363: 0,330 96: 359: 0,267, I118: 04!

: BI+ £ 344: 83: 3.939 I44; 49 3.9038 T44: 244!

! B3: g 13581 666 3.039) II33: B4y  I1.99I, II50; 13361
XII:b64: a 696: 4631 I.508 6504 4I73 I.559, £381 730:
XV: 83: a 389: 3IsB: 0,031 3I7: 4803: 0, 45, 137 I43:
XVI: 73: a 118} 333: 0,508 311 I28: I.648( 658 383
XVII: 95: b 168! 334: 0,750 I8I1: 240: 0,754, I80: 1691
———— ot s et

333656 28076 s 320881 32371t
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EXPORTS 1939
Continued.

I....'..II.I........I..I.

P| Q| 4 32'265 ?I QO H 32.066
Q1 32,271 POyt 26,076

\\g Q x R Q

12,265 x 32,066
= x 170

32,271 x 28,076

= 0.,9998 x 1.1421 x 100
= 1.1419 x 100

= 1,0686 x 100

- Mo

...'..........0.'.....'..'.
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EXPRTS 1940

e e oo o o e o e 5 e e e e e o S St S R e S S i i
1940 ; 1939 ; g !

P\ Q + R Q\ :

P, Q,: Q, ¢ P, P, Q,% Q¢ Po ey - :

~~~~~ +———+--)———————+———-~—+——ﬂ—-—— T T e
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The following appendex is divided into two parts. Part I
contains the analyzed and adjusted values of the imports for
the years: 1947, 1948, & 1949 according to the method discussed
in Section III of the thesis. The franc column includes goods
coming from the French territories, the Dollar column includes
goods coming from the United States and Cannada, while the sterling
column includes goods coming from all countries the currencies of
which are either sterling or related to it,

Part II of the appendex contains the statistical calculations
of the price indices for imports, and has the same arrangement
as appendex B,
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