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being sworn in for a second term in July 2007 also made detailed reference to the 
economic sphere. Citing statistical data published by the International Monetary Fund 
�����������������	�
�������	���������������������!����
������������"�����������-
tained, thanks to the reforms implemented by his regime.

The satisfaction Asad displayed was not detached from reality. Syria’s economy im-
proved in 2006, growing at a rate of 4.4 percent while reducing its external debt, 
improving its trade balance, and creating new jobs. The IMF indicates a direct con-
nection between the economic reforms spearheaded by the regime and the growth 
Syria is experiencing. In their reports, however, the IMF and the World Bank do not 
indicate that improvements in economic indicators have expanded Syria’s ability to 
allocate resources for military buildup purposes. While consistent real GDP growth 
would enable Syria to increase spending on weapon systems, without the need to alter 
the existing ratio between military spending and GDP, it is highly doubtful whether the 
current recovery in Syria’s economy has created the conditions necessary for achieving 
sustainable growth. On the contrary: Syria’s economy suffers from a series of chronic 
problems likely to intensify in the coming years due to the rapid erosion of oil reserves. 
Even the most favorable published reports regarding Syria’s economic policy have in-
dicated that the pace of reform being led by the government is not fast enough to deal 
with the economic challenges Syria can expect.

The likelihood that Syria will indeed take the far-reaching steps recommended by the 
IMF depends on the regime’s willingness to carry out a policy that reduces its control 
over the economy. However the functioning of Syria’s economy is not solely dependent 
on measures introduced by the regime on a domestic level, but also on Syria’s policy in 
the international arena. This article analyzes the reciprocal relationship between Syr-
ian economic performance and processes that are occurring on the international stage. 
Both Syria’s economic policy and external policy were responsible for the economic 
stagnation the country experienced between 2000 and 2005. The repercussions of this 
stagnation drove the regime to institute a moderate change in economic policy in 2005. 
The regime’s recently launched reforms are, to a considerable extent, responsible for 
the economic improvement Syria has experienced; however, economic growth cannot 
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The Sources of Stagnation: Economic 
Policy and International Processes
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Javier Solana 
explained that 
the EU seeks 
to deepen 
its economic 
relations with 
Syria.
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Syria must 
develop 
numerous 
sectors that are 
not connected 
to the energy 
industry and 
ensure that 
their products 
can compete in 
international 
markets.
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The desire 
of foreign 

investors to 
avoid friction 

with American 
elements 

will continue 
to be an 

obstacle to the 
development of 
different sectors 

in the country.
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Although the 
government 
is aware of 
the economic 
challenges it 
faces, it has 
chosen to 
implement only 
some of the 
economic steps 
likely to lay the 
foundations for 
steady growth.
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