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The photo of wounded five-year old Omran Dagneétimg in an ambulance taken on
August 18, 2016 in the Qaterji neighborhood of titethern Syrian city of Aleppo
shocked the world, less than a year after pictofethe body of three-year old Alan
Kurdi, which was found on a beach in Bodrsparked a similar reaction. Media reports
over recent days also speak of no markets, no suigply, no medications, and
dwindling food supplies in the eastern, rebel-hpedts of Aleppo that are home to
275,000 inhabitants. Indeed, probably more than miikon residents of the greater
Aleppo region suffer related difficulties. And whiphotos and harsh reports make a far
greater impression than dry facts, it is importarnteflect on the devastation of the Syrian
economy wreaked by the civil war and the stratdgiplications of this economic
disaster.

Even before the crisis, Syria was a poor economsyamnual GDP per capita was less
than $3,000, lower than in neighboring Jordan aeBanon. Its economy was highly
dependent on ot half of exports and a fifth of government revenulse agricultural
sector accounted for almost a fifth of GDP, unliteetiny share in modern, advanced
economies. From this poor benchmark the economwngeld much lower, and the
numbers behind the destruction of the past fivesyase astounding. GDP per capita fell
to less than a third of its pre-war level and wwdo than in Gaza or the poorest African
nations; Syria now ranks roughly 225 among theonatiof the world. Total cumulative
GDP loss is estimated to be over $160 billion; #vedcapital stock fell to 43 percent of
its pre-conflict level. This means that Syria hesslthan half the means it had before the
crisis in terms of machines, equipment, structuaes, other physical infrastructure that
an economy uses to produce output. This is paatifutlisastrous for a poor economy,
where physical capital is so important.

Even worse is the plight of peoplehe Syrian population fell from 21.8 million in 2010
to 20.2 million people by the end of 2015; demograplata suggest that had the conflict
not taken place, the population would have rea@te@ million. Estimates of conflict-
related deaths range frof®0,000 to 470,000, and/tthe end of 2015, the number of
wounded was estimated at 1.88 million people. Tiesns that approximately 11 percent
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of the population inside Syria were killed or irgdr in the course of the war.
Additionally, late 2015 estimates point to aboufl 3nillion refugees, 1.2 million
migrants, and 6.4 million displaced persons witByria. Currently 85 percent of the
population is below the poverty line, and the unleyiment rate has reached 53 percent.
In economic terms of production and income, themf&yria has been extremely hard
hit in terms of workers, not just capital. Many kafled, and those who stayed on are
studying and working much less. There is an esath&iss of over 16,000 school years
at all educational levels. A recent UNICEF repdeced the loss in human capital at
$10.5 billion from the loss of education of Syrigrldren and youth.

The strategic implications of these figures areravelming: even with foreign aid, it
would take the Syrian economy decades to recovés farevious level. The extent and
nature of aid will be one of the key factors inadetining the duration of reconstruction.
Some damages look almost impossible to repair plpawvho fled the country may never
come back; years of schooling are forever lost; tieddamage to physical capital and
human capital will probably require hundreds ofidils of dollars to rebuild. The IMF
cites two recent episodes of war and reconstrudtiothe region: "It took Lebanon,
which experienced 16 years of conflict, 20 yearsatch up to the GDP level it enjoyed
before the war, while it took Kuwait...seven yearsrégain its pre-war GDP levél"
following the Iraqgi invasion and the Gulf War. Withe damage in Syria far greater and
the abundance of its resources smaller, the IMilagts 20 years of reconstruction. This
means that even under the best of circumstancea iyt need a very long period of
time to regain the (poor) status it had beforecikié war.

Yet another significant implication of these aseemsts is that a unified Syria would be a
much more promising proposition than a fragmentee, @t least in terms of economic
rebuilding. All the more so, as international aiil wot be so readily given to those parts
of a fragmented Syria that are anathema to theafete world, such as the Islamic
State. At the same time, the tremendous econorfficulies will engender a perpetual

source of conflict, making unity all the more diffit.

Consequently, Syria no longer represents the stamé with which Israel contended
both in war and in peace negotiations, and sudfiligyas unlikely to be the case going
forward. Having a weakened, fractured rival is macessarily good news, as the
experience of Lebanon has shown. In particulaong were to aim to resolve the Syria-
Israel conflict, the prospects of a reasonabletgnithave dimmed significantly. That, of

! “Syria’s Conflict Economy,” IMF Working Paper, WE§/123, June 2016.
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course, has repercussions for other elements aélisrrelations with the Arab world,
especially with Lebanon.

More broadly, the destruction in Syria gives newamgg to the concept of failed states.
Syria is not only broken into pieces but is alsm-w@ble economically. Under these
circumstances, it can be safely assumed that medthpolitical agreement between the
rival parties nor a military victory by one of themill pave the way for redirecting the
devastated, disintegrated country back to normaisen The interactions between deeply
ingrained sectarian conflicts and economic destvnatn many dimensions are bound to
play a key role. Right now, Syria’s outlook lookdremely bleak.
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