
JN IT ED NATIONS 

3ENERAL 
lsSEMBLY 

.. 
Distr. 
GENERAL 

A/4121 
15 June 195'? 

ORIGINAL: ENGLISH 

Fourteenth session 

PROPOSALS FOR THE CONTINUATION OF UNITED NATIONS ASSISTANCE TO 
PALESTINE REFUGEES 

Document submitted by the Secretary-General 

INTRODUCTION 

At the thirteenth session of the General Assembly, in the course of its 

consideration of the annual report of the Director of the United Nations Relief 

and Works Agency (UNRWA), I undertook to make such proposals for the continuation 

of United Nations assistance to Palestine refugees as I might consider helpful 

or necessary to put forward to the General Assembly. It was understood that in 

.the preparation of such proposals I would look into the technical operations of 

UNRWA, whose present mandate is due to expire un )0 June 1960. 

After a careful examination of the problem of the Palestine refugees in its 

various aspects, I recommend the continuation of UNRWA pending, as expressed 

by the General Assembly, the "reintegration of the refugees into the economic 

life of the Near East, either by repatriation or resettlement •.. ". At present, 

this is envisaged in the other relevant General Assembly resolution as resulting 

from the choice of the refugees themselves. 

I base my recorr@endation on an examination of the three predominant factors 

in the refugee problem - psychological, political and economic - which follows 

as part I. Part II contains recommendations for certain arrangements which 

would constitute improvements in the continued work of UNRWA. In keeping with 

my undertaking to the General Assembly, this report is limited to the ~uestion 

of United Nations assistance to the refugees; thus, no proposals for a solution 

of the Palestine problem as a wtcle, nor for the refugee problem as such, are 

set out in this paper. However, a development along the lines hereir" discussed 

might facilitate steps toward a resolution of such problems with justice and 

~~uity for all concerned. 

'59-14849 
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PART I 

GENERAL ANALYSIS 

1. Previous resolutions of the General Assembly on the subject of the Palestine 

re{ugees, the recent annual reports of the Director of UJ\lRHA and relevant debates 

in the General Assembly reflect the predominant factors in the refugee problem. 

As generally recognized, these are psychological, political and economic in 

nature. An understanding of the problem is easier if the different aspects are 

considered separately first. I shall begin with a consideration of the economic 

aspect because this establishes a framework within which the political and 

psychological aspects can be viewed more constructively. 

2. Viewed from the economic angle, the reintegration of close to one million 

Palestine refugees into the productive life of the Near East presents problems 

similar to those faced in all cases of reintegration into economic life of a 

largely unemployed population. ·This will be true wherever and however the 

reintegration takes place in the Near East. He can, therefore, concentrate our 

attention for the moment on an economic analysis, dealing with the area as a 

\ihole. 

3. As complece an analysis as available information permits, together with the 

supporting statistical data, is annexed hereto. It reviews key economic 

indicators and projections with regard to all of the countries concerned in the 

Near East and for the area as an economic unit, primarily for the ten-year period 

1960-1970. 

4.. As it appears from these statistics, the national income per capita in all 

the Arab countries remains very low·J although t~e rate of i::-Icrease of the national 

income now in some cases is fairly high. At income levels like t~ese, it is not 

to be anticipated that reintegration of a refugee population, over and above the 

absorption of the natural population increase, could be brought about if it had 

to be accompanied by a lowering of t!le income per capita. If this did happen, 

the result might well be a .f'all in the rate of capital formation, thus hampering 

still further an increase of income. 

I ... 
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5. In these circumstances, it is realistic to assume that the reintegration 

of the refugees in the Near East would. ha"~Fe to run parallel to an increase in 

the national income at least proportional to the number reintegrated. That, in 

turn, would require that the added population can be prociudively employed with 

at least capital equipment equivalert to 'che one available to those already in 

productive life. T-he conclusion is tbat the reintegration must go hand in band 

with such e. neTN capital formation. If the reintegration, in practice, would 

have to be co-ordinated witb some increase of the per capita income - which seems 

to be, if not necessary, at least highly desirable - the increase in national 

income anci in capital formation would, of course, have to be more than equivalent 

to the addition to the population. 

6. Given the present economic situation in the area, we can, in general terms, 

state that the reintegration of the refugees through normal economic processes 

into the productive life will, for the irdmediate future at least, require capital 

imports sufficient to render possible an increase in national income and cs.pital 

formation preferably more than proportional, but at least proportional to the 

increase in population- From an economic vi~wpoint, such capital imports would· 

represent sound investment in an area with great potentialities and great needs 

for a more diversified prcduction. In the long run, with increasing revenues 

from oil in. scme _parts of the region, tbe emphasis would sr.~i tch ·"ro~J capital 

imports to investment of surpluses in -che areas where reinto2gration takes place. 

7. The capital formation will to a lar6e extent have to take the form of 

agricultural and industrial investments. The agricultural investments would 

have to take place in semi-arid areas of low natural productivity, which probably 

would require fairiy great amounts in order to be put into satisfactory 

production. The Israel experience of the capital needed per head of the 

population f'or such a development of investments is in this context of interest. 

I refer to the annex regarding "hese and other relevant data. 

8. An additional :C'actor tbat has to be taken in"to account is that it is likely 

that; agriculture, in order to remain CO!l';_petitive, will have to be highly 

mechanized, IV.bich) in turn, will render necessary the opening up Jf new areas of 

production, with ensuing investment, in order to absorb the agricultural population 

set free in t£1e process of mechanization. 

I .. . 
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9. The population increases foreseen in the area are considerable. On the other 

hand, the natural resources of part of the region may in the years ahead yield 

considerably increased income in foreign exchange. Thus, and quite apart from 

the refugee problem, a significant degree of general economic development for the 

area as a whole will be required and possible. In general, the region can be seen 

as economically viable in the long run provided there is a fair degree of mobility 

of capital or labour, or both, among at least some of its parts. This will be 

encouraged if the area can begin soon economic development of .appropriate scope, 

thereby providing attractive investment opportunities for a significant portion 

of such surplus capital as may become available from its natural resources. 

10. Viewed from an economic angle, the reintegration of the Palestine refugees 

into productive life, although it must be considered as a fairly long process, 

is perfectly within reach provided that the area can be developed through sufficient 

capital formation; the recent acceleration in the rate of progress and the great 

natural resources are encouraging elements. However, capital imports would probably 

have to be considerable, if it is found desirable that reintegration be furthered 

without considerable delays. 

11. Viewed in the perspective of what has been said, the unemployed population 

represented by the Palestinian refugees should be regarded not as a liability 

but, more justly, as an asset for the future; it is a reservoir of manpower which 

in the desirable general economic development will assist in the creation of 

higher standards for the whole population of the area. It follows that, 

irrespective of the fact that humanitarian reasons would urgently call for continued 

assiscance to the refugees, such assistance is strongly indicated as a sound part 

of any programme of economic development for the area. 

12. In the light of these considerations, and disregarding for the moment both 

political and psychological factors as well as the humanitarian aspects of the 

problem, I strongly and unreservedly recommend the continuance of the United Nations 

activities in support of the refugees, for all the time and to all the extent 

necessary, pending the reintegration of the refugee population into the productive 

life of the area for which there are economic reasons to hope in connexion with 

its general development. This will reQuire the prior, or at least concurrent, 

resolution of political and psychological problems, to <rhich the discussion can 

now turn. 
I .. . 
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13. There is the question of where the integration of the refugee population can 

or should come about. Short of further and intense studies it is impossible to say 

where that could best be achieved from an economic viewpoint. The absence of these 

studies, however, should not delay the general development to which reference has 

just been made. This can and should proceed on the basis of information already 

available. There is no iffiillediate danger of over-development in any particular part 

of the area. 

14. The question of where integration should be sought has, as L; l'e~.l !mown, an 

important political aspect. In resolution 194 (III) the General Assembly: 

"11. Resolves that the refugees wishing to return to their homes and 
live at peace with their neighbours should be permitted to do so at the 
earliest practicable date, and that compensation should be paid for the 
property of those choosing not to return and for loss of or damage to 
property l>hich, under principles of international law or in equity, should 
be made good by the Governments or authorities responsible." 

The stand thus taken by the General Assembly would involve integration of refugees 

into the productive life of Israel as well as of the Arab countries in accordance 

with the choice of the refugees themselves. This stand has been consistently 

maintained by the Arab Governments concerned. However, Israel, stressing that 

the resolution relates to "refugees wishing ... to live at peace with their 

neighbours •.. ", bas limited itself to offering, with conditions, a form of 

compensation to former landowners in the country and does not exclude an extension 

of the uniting of families scheme under ,,,hich former Arab residents have already 

come back to Israel territory. 

15. The economic development which has been presented here as necessary to an 

integration of the refugees reCiuires that •,re overcome various political difficulties 

which now hamper progress in the desirable direction. One of them is the 

Palestine problem in its various aspects; another one the problem of inter-Arab 

relationships; a third one the problem of an Arab economic co-operation so framed 

as to render possible the exploitation of the natural resources of the area to the 

full benefit of all the countries in the area. In the two last aspects mentioned, 

important progress has been registered. Attention may be drawn especially to the 

decision of the Economic Council of the Arab League to implement a previous 

decision regarding an Arab development fund and to establish a preparatory council 

"or Arab economic unity. However, fairly complete mobility of capital within 
I ... 
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t:"1e area can only be regarded as a long-range objective - not e..n t::nmediate 

possibility. Regarding the Palestine problem no progress "to>mrds a solution is 

16. While, under prevailing conditions, there is nothing to prevent internal 

eccnomic development in each of the countries from proceeding to the extent 

possible, at least a gradual approach to the soluti:m of the political problems 

mentioned above is a condition for that degree of development) on a regional or on 

a :1ational basis, 1,vhich is attaj_nable and highly desirable in viei'T of the 

unsatisfactory level cf inccme in the area. In these circumstances, it is n.ot 

adequate to direct attention primarily to t.he relationship iNhich exists between 

these :political problems and the question of t:ne re.f"J.gees. In fact, a solution 

of those political problems should be scught, inter alia, in order to create 

conditions for a sound general economic development in the area, irrespective 

of its significance for the :reintegratior.. of the refugees. If the problems are 

solved sufficiently ·-..rell to provide for such conditions, the proper political 

setting 1-rould prvbably ipso facto be created also for a solut:L.on of the refugee 

problem in its political aspects. 

17. Altbough the refugee problem m.ay_, usefully_, in the first instance be studied 

in economic a:'ld political terms, it is basically a hume,n problem. No rei~teg.ration 

would be satj.sfactory, or even possible, 1vere it to be brought about by forcing 

people into their ne',.;· positions against their -.,.;ill. It mJ.st t.e freely accepted, 

if it is to yJeld lasting results in the form of economic anQ politic l s"tability. 

The viev.rs novr voiced by spokesmen of refugees would seem to indicate '1at the 

refugees v;rould not voluntarily accept integration into the producti v _ife unless 

they have been given freedom o:f choice in accordance vi th ti1e 0n~'-ted Nations 

decision - or in some otDer accepts.ble ·vray - as they :c1c1.,r rega:rd such freedom as 

the means through vlrdch tbe wrong that they coYJ.e.j_der themselves to have suffered 

could be put right and their indi '~Tid~al B8lf-respect safeguarded~ However, it 

sho-J.1d be noted t[]at a de facto economic integration - that is, an i::1tegration 

r,.,-rhj ch does not result from a choice in accordance v.;ith t~ie reso1ut:lon - Ylol..J_ld not 

prejudice any rights established by the r·eaoluti·Jrl. In vj_ew ~Jf th:..s serious 

psychological .Probler:l it is t.c be hoped thet in the course cf t·:1e lengthy process 

which must be anticipated in the eccno~ic sphere; ·1,J8.:YS i•Ti.1l he _,~:Jund -co brinc; about 

a mutually satisfactory ad,lustment of star:ds and reactj.cn.s on sJ.J. sides which 

would resolve these psychological difficulties by t:C,e ti.me '14hen integration of 

most of the refugees becomes an economic possi.bility. I 
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18. It follows from the preceding argument that my previous recommendation for 

the continuance of the work of UNRWA is not conditioned by political considerations 

although such considerations may lend added strength to the economic reasons on 

which I base my recommendation. The perspective is not a discouraging one, 

provided that the world is willing to assist the region in its economic development 

and provided, further, that, step by step and as economic conditions permit, 

progress regarding the political and psychological obstacles is sought in a 

constructive spirit and with a sense of justice and realism. 

19. Just as I support the continuance of UNRWA pending progress in the economic 

field, I recommend, after a careful study of the technical operation of UNRWA, 

certain arrangements which seem to me to be indicated as essential improvements 

in the continued work of the Agency. In part II of this paper, I will turn to 

those improvements, the main significance of which is that the UlffiWA operation 

should be so conducted as to be in harmony with the general viev of the ref''.lgee 

problem vhich I have set out above. 
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PART II 

Technical considerations 

l, The technical matters to which I would invite the General Assembly's 

attention fall under four main headings: who is to receive assistance; how 

should this be administered; of what should it consisc; and the status of 

the adn;inistering authority - UNRHA, 

2, 

(a) Recipients of assistance 

The annual reports of the Directors of UI\Rv!JJ:/ have made frequent 

references to a problem under this heading which has given serious and continuing 

concern. I refer to the facts that (a) there are at present a considerable 

number of persons who receive assistance fron UI:P.VIA to •-rhich they are not now 

entitled, and (b) there is an approximately equivaler.t number of persons who are 

entitled to assistance but who cannot be given it because of limited funds, In 

the firs-c category are mainly those who receive assistance on behalf of the 

ur_reported dead, those >rho are fraudulently registered as refusees, and those 

who are now earning incomes sufficient for self-support; irc the latter category 

are mainly certain children and some persons who have lost a previous source 

of income and become in need. According to tJ::.e test e[:ti~r.ates s.vailo.DJ c) the 

numbers in the t'"O categories are, as indicated, a:pproxinately equal and there is 

t}:;.crefcre DO qFeGtiCD_, fer tl::.e rrt;Bent at leastJ Of mi~IUSP J:1'_' :u:ter:rlatic.__:r:al.ly 

contrib·ctted. funds. Moreover J from a purely economic point of vie11 J the only 

!:_/ Reports of the Director oi" UNRViA and special repor~cs of ·c!Je Director and 
Advisory Commission to the General Assembly: 

Official Records of the General Assembly, Fifth Session, 
Supplemenc No. 19; 

Ibid., Sixth 3ession, Supplements Nos. 16 and 16A, 
Ibid.. Seventh Session, Supplen;ents Nos. 13 and~-' -.• 
Ibid., Eighth Session, Supplements Nos. 12 and l2A;­
Tbicl., Ninth Session, Su~pplements Nos. 17 and l7A; 
Ibid.., Tent:t Session, Supplements l\Jos. 15, l5A and l5B; 
Ibid., Eleventh Session, Supplements ~ios. 14 and ll.•A; 
Ibid. 1 Twelfth Session, Supplement No. 14~ 
Ibid., Thirteenth Session~ Supplement No. 14. 

; ... 

'I 
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rele'Jant question is need, and on this basis, it is clear that most of those who 

receive assistance, with the exception cf those with steady incomes, do need it. 

3. Hllat must be of corccern to an ager:cy of the Uni teo_ Nations, however, is 

the equity witll which available assistance is distributed. If UNRTJ A ver e 

to be terminated at the el:d of its present mandate in 1960, matters coJld be 

allO'ded to stand as they are; but the indefinite continuation of Uim1iiA makes 

it necessary and desirable, particularly from the point of vieif of the refugees 

themselves, that the position be regularized, 

4. I'his should consist in the application in full of what U~1\HA has in fact 

endeavocred to do over the past several years, but <~ith only partial success. 

It should be recalled at this point tllat UimHA 1 s >wrking definition of a person 

eligible for its services is someone <~ho lived for t<~o years prior to the outbreak 

of the conflict in 1948 in that part of <~hat uas then Palestine and has become 

the State ceo Israel, and \·rho lost both his home and his means of livelihood as a 

res'J_l t of that conflict and is in need of assistance. This definition is not 

contained in any resolution of the General Assembly but has been stated in Annual 

Reports of the Director and tacitly approved by the Assembly. It bas in fact b:lO 

parts: The first concerns the status of a person as a bona fide refugee, and this 

of course does not change; the second has to do 1vi th a refugee's economic 

position or need for assistance, <~hich can change from day to day. l'his 

distinction provides the key to a system of administration satisfactory to all 

concerned_. 

5. Phat is specifically required is a rectification of the present rolls on 

the Cas is of the first part of the definition, that is, the deletion from the 

rolls o:" those <~ho are ineligible or those ·,,ho are no J.onger eligible (the 

fracdulcntly registered and the undeclared dead) and the addition thereto of those 

>rho ere eligible (rr,ainly the children and adults not previously registered). 

Sj_nce births have exceeded deatbs over the past several yearsJ this process cannot 

help but result in an increase in the ration rolls. Thereafter, =rangements 

must be in effect for keeping the rolls current. It will be essectial to have 

tLe full co-operation of the host Go-vernments and the refugees on the one ha:r..d and) 

on the other, assurances by the contributing countries tllat UNR11A has sufficient 

f:mds. 

I . .. 
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6. The application o:T the second part of the definition - the determination 

of need - is and ought tc remain an entirely distinct process administra-cively. 

The fact that this is a problem at all, that is, that there is a fairly 

significaLt number of refugees recei1.ring assistance which they do not need, is 

ample evidence of the willingness and the desire of the refugee to •,rork a~:d 

become self-stcpporting whenever be can. \/bat is important, :particularly i~: 

terms of the analysis in part I, is that the refugee be e~:couraged to take 

advantage of economic opr;ortuni ty when it occurs J and for this purpose he must 

have the ass·-~rance that he can agair: claim assistar:.ce if and ,.rben he needs it Hi~h::_n 

a reasc-r:able perioQ. It roust be recalled at this juncture that in the present 

state of economic developnent throughout most o_i the ~Tear EastJ the kind of 

economic opportunity that is available to any U'1employed population is to a very 

large extec~t casJal or seasonal or, if of a longer term nature, often subJect 

tc sudden chanse. u:oreover, wages offered to a refugee are usually based on the 

assumption that he v1ill continue to receive assistance from Uiffi\:TA. fill of this 

means that income is often precarious) and considerable flexibility of 

administration is consequ.ently essential. 

7. TJNRiiA has developed the technical means for handling this matter through 

"hat it calls the graduated income scale. Such scales have been worked out 

appropriate to the level of income and cost of living in each of the host countries. 

rr'hey are sc designed that assistance is >iii tbdra~1n progressi·vely as income rises 

and, e.s an incentive, the amount of additional income l·lhich brings 1rli th it a 

reductic-c in the particu.lar service is always greater than the value to the refGgee 

Again, the :"Jll co -operation of 

the host Go,,;ernments and the refugees ~~Till be required and sufficient funds must 

be asscred so that u;mvA can employ tbe scales "i th the necessary flexibility. 

8. Although not otrictly speaking 'li thin the terms of reference of the present 

study, I cannot let this occasion psss wi ttout referring to certain gro·L~.ps of 

persons \Iho are excluded by a technicality frorr~ the receipt of assistance frcm 

\JNH'JA, i.e., tt,ose who have lot:t their means of livelihood but not their tomes, 

u.ncier tl.L~'t.i\ 1 ;_; de:fini tion. They have been variously called 11 econorc.ic refugees~' or J 

in U:tffi~·iA 1 s more tech:cical la::lguage, 11 other claimants for reliei' 11
• A full report 
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lwas prepared by the Director of UNRHA and submitted to the General Assembly 

in 19')5 }/ These persons include particularly the frontier villagers in Jordan, 

certain of the Bedouin and the Gaza poor, that is, mainly persons who still have 

their homes, but whose means of livelihood have been lost or greatly affected. 

The stand of the General Assembly is understood to be C;hat UERHA shedd not give 

these people assistance. There is, however, no doubt that '"""ny of them are in 

greater need nm·r than some oi' the refugees in L'NRH.t>j~ 1 s care. 

something should be done for ther:I. 

In simple humanity, 

(b) Administration of assistance 

S'. Tbere ere, in logic~ two 1t~ays 1vhereby assistance J::~rorJ:c the United Nations 

can be administered: by the Goverur1cnts of the countries in \·lhich the refugees 

liv·e (on the batois cf a f'ine.ncial cubsidy)_. or by an organ of the United Nations 

itself. Ihe latter alternative also offers two choices, at least theoretically: 

t·::.:; continue Ui:illHA or tc create a ne1~~ organization to take its place. UNRIIA 

has the experienced persounel1 bas demonstrated its efficiency and has gained 

the coc~fiC.ence oi' the refugees al'd tlle host Governments il' its integrity. There 

uould_ ::~ec::m to be no reason to chan.ge and every reason to retain the organization 

There are, therefore and in t·act, only tl'ro alternatives: adBinistration 

by tte host ·:}overnmento or by Ur.:i:i_i..-IA. 

10. Herctof::-J'Y' 1-::; becacse of the underlying philosophy of short-term assistance) 

the quection of 1-itether U:f\1\HA should administer all or any pert of the assistance 

vas hopelessly entangled in political considerations. The establishment or the 

princi~0J..E cf' long-term assistance to the refugees removes all grounds for 

co~;.sideration of the matter' from a pclitical angle; the -uay is clear for e.n 

examination of the question on pvrely technical grounds but in the broadest sense) 

ioe. 2 •J~1a.t is the rr.ost efficient and effective Tway nf providing assistance) ta};:L'1g 

int~:--; accoun-c tbt: interests of all concerned. It is alsc possible to see the 

problem as not entirely one of hard and fast distinctions between administration 

b~J UJY!R~IA or by host Governments) but to envisage an acceleration of a trend to11arC. 

methods 11hich already exist of a sharing irc the adminisC;raticn bet11eim UNRHA and 

the host Goverr..ments. 

?:_j Official Reccrds of the Ger:,eral Assembly rrenth Session Supplement No. l5A~ 

I .. . 
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ll. From this point of view, it seems clear that for the present UNIMA should 

continue to have at least prirrary administrative responsibility for the food 

prograrr.me) the construction, n:.aintenance and sanitation of camps 1 and. the 

health programme. This is because of the technical skills and/or the degree 

of administrative centralization required for efficient operation. UNRHA 

should also continue for the preserot to have primary administrative responsibility 

in that part of the self-support field requiring special technical skills not 

yet available in sufficient quantity in the area, such as vocational training 

and the ecor:omic analysis which provides the basis for installation grants and tl1e 

lilce, 

12. frimary administrative responsibility for the progra!".JIUe of general 

educationJ hm..rever) could -with advantage to all concerned be assumed by the 

host Go\rernments. There is relaci·,•ely little in the way of centralized 

management required since the present programme has been carefully geared to the 

currict~la and standards of host countries. T'he transfer and subsequent 

integration o:i' staff (to the extent the host countries, as the ne>f employers, 

wished) along \'lith biJ.ildings and equipment into the host countries' present 

systems 1wuld be a relatively simple matter administratively since a considerable 

amount of integration has already taken place, and the host countries are 

already making a s:Jbstantial financial contribution 1<hich has never been 

adequately acknowledged. .Arrangements \·rould, of course, have to be made lihereby 

lJFRT-IA contributed an annual subsidy on the basis of appropriate assurances as 

to the accountability of funds. 'I'he United ~--Jations Edt.:.cational, ScJ errl-,j fie and 

Cu1tural Organization could be counted o:r1 to contir..Je its present practice of 

providing tech;1ical guidance. 

(c) Types of Assistance - prograllillles of self-support 

1 " -'' It is customary to describe UNRHA' s rrogrammes under hm headings: relief, 

including general education; and rehabilitation or self-support, including 

especially vocational training and individual grants. 

14. In recomnlG;~ding the indefinite continuation of assistance by the United 

Nations, I had in nand the continuation of the relief programme at at least the 

same s tanda.rds that noT..,r :prevail. If these could be raised there wo·~ld be a net 
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~gain for all concerned. UNRTtiA' s efficiency in the use of fLCnds provided is 

already well known; less fully appreciated perhaps is the extent to which many 

refugees augment assistance by their own efforts but still live at the edge of 

subsistence. Nor, I believe, is it at all appreciated the extent to ,,,hich 

the UNRHA tYJ)e relief operation can ir: fact be regarded as a form of much needed 

technical assistance for the area as a whole. For example, the health prograrune 

not only cares for the individual refugee, it also introduces new otandards and 

concepts of such care for the refugee pop'~lation as a whole; hut construction 

meets a current and obvious need_; it also provides training in construction 

and in corrlillunity development; even the administration, involving sor.1e 

10,000 refugees in all, including doctors, nurses and teachers, can be regarded 

as a training prograllil!le for persons in the skills just mentioned as ,,,ell as in 

civil administration. I do not wish to push this point too far, but it is 

worth rrentioning in relation to an operation which is all too often vie11ed 

pessimistically because it is called relief. More correctly, it finds itG place 

in the broader context of general economic assistance discussed in part I. 

115. The oecond part of UNP.HA 1 s programme has, of course, an even more direct 

role to play in this economic development. In paragraph 11 of part I, it was 

shown that the Palestine refugees can and should be regarded as an asset for the 

futcre. T'his will be true in proportion to the extent that the refugees have 

been adequately trained and equipped to take advantage of the economic 

opportunities that emerge. 

16. UNRHA 1 s specific experience is in harmony vrith the foregoing generalization. 

Because there bas not been a satisfaction of the political and psycholo:~ical 

aspects of the problem, the refugees have refused to participate as a group in 

large-scale projects designed specifically :fer tbem since they ~~eel this T.rould 

Clean givietg c.p rights. Nor was it ever realistic to have assumed that they 

could cr shol~_ld be the exclusive beneficiaries of such projects at the expense 

of tbe indigenous population. 'I'he refugees do} h01ilever, welcor.c.c opportuni ..1-cies 

to become self-supporting as individuals. To this end, they can be helped by 

UNP.HA through its programmes of vocational and agricultural training for your:g 

people ar.d individ;;al fir..ancial grants for adults ir: order to take advantage of 

I ... 
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economic opportunities they have fs-u.r:::d on their own i:-1itiative. ~J~T.RU A bas 

already Ceveloped the skill for carrying out and expar:ding these pr·ogrammes. 

It is to be hoped tha"c similar bLt more varied prograJY.cc;es might also become 

feasible in the future. 'I'hLs far the obstacle to the expansion of the training 

and grar.ts :9rogrammes has beer: mair.ly fir.ancial; Ul'Tt; .. .rA has been able in the past 

bv~o years ·~o collect barely enocgh rr.:.oney to rr.sintain its relie:: and e6JJ.cation. 

prograruJles. It is accordingly absol1..1.tely essential that it receive st;_f:ficient 

fG.nds ever and above these in order to implement a programme o:i' self-support of 

appropriate scorJe. 

(d) Ag_reements vi th host Goverr::0cnts 

17. It 11ill be appropriate - i:i UiiRHA is to continue as recommended here - f'or 

all of -che prese:ct agreements 'i·ri th tte host Go,.rerm-.:1ents to be revievred and 

revrise8" or reGegotiated to L.he extent necessary. ur,;RHA, vhich is a subsidiary 

organ c;£' tte t'nitc:d Nations and an agent of' the General Assembly) in acccrdance 

vi th "che stand cf the General Asserrbly1 must have an approprie.te statuD acd be 

:r;rovideci ui tb t~"1e facilities 
1 

includir.g :con-interference ir: matters of internal 

adml.nistration_. to ensL:re max::.n:Jm efficiency in operation and in the use of' 

intern-ationally contribcted fun8_s. It is my conviction ttat this can be 

achieveQ ·uithout the scale o2:"' UI,:RT-U->.rs operations posing problems to the host 

countries to·,.tcbir.g on their national scvereignty ~ In this context1 the U::-:tited 

Nations Charter anC. the Convention on Fri vilee;es and Imnmni ties 1Jil1, of COlTSe 1 

be the basic in.strLments. 

; ... 
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1. A first essential step in a broad consideration of the problem of the 

Palestine refugees is to determine its economic dimensions. This can only be 

done against the background of the recent rate of economic gro•~h of the area and 

of its potentialities for further growth. If for the purpose of this first step 

...-e were to regard the refugees as representing a largely unemployed population 

not integrated into the surrounding economy, ...-e could determine what, in purely 

economic tenus, the reintegration of an cmemployed population of this magnitude 

would involve. More specifically, what is attempted here is to obtain an 

approximate measure of the amount of capital investment which this process would 

re~uire and, in particular, the amount of external capital needed, under the 

general condition that present rates of economic growth of the area should at least 

be maintained and if possible accelerated, The analysis does not go beyond this 

stage and therefore does not enter into any discussion of lines of action. Nor 

does it take any account of the political and psych0log:Lcal aspects of the problem 

which must, of course, be given their due weight in any final analysis. It merely 

attempts to establish >;hat in any given circumstonces would be minimum economic 

:req_uirencents for a solution of the proclem. 

2, Per capita incomes in the area remain low and therefore, if "e are to be 

realistic in appraising these minirrcum requirements, -.'8 JLust take it as a condition 

that the reintegration should be accomplished without any lo»ering of per capita 

income. '!:'his means that national incomes in the area would have to grow at least 

fast enough to compensate both fer the natural increase in the population and for 

the reintegration of the refugees. If this result were to ce achieved only at the 

expense of a fall in per capita income, the rate of capital formation would also 

be expected to decline, thus hampering still further the increase in income. 

3. Thus, the reintegration of the refugees into the ecor:omic life of the Niddle 

East re~uires an increase ir: national income at least proportional to the number 

I . .. 
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reintegrated. Actually, it is highly desirable that national incor.',e should grmr 

at a greater rate than this in order that the relatively lov per capita incomes 

should also be able to grov. To achieve such a result, any addition to the 

labour force must oe sapplied the necessary means of production in the form of 

capital equipment and land, over and aOove i>ll~at is necessary to maintain the 

existing stock, so that national income "ould gro" n:ore than in proportion to 

the added population. 

4. In recent years) some economic grov;th has been experienced throughout the 

area. Statistics indicating the extent and nature cf this grm<th are available. 

It 1Nill be sufficient here to recapitulate the salient points. Since 1950, gross 

national product has increased markedly in all countries of the area for "hich 

data are svailable - the increases being greatest in Iraq_, Israel and Syria. On 

a per capita basis, income has risen less rapidly because of population grmrth. 

5. The bm r.:ajor factors influencing -che rate cf economic grovth are the level 

of capital formation and the increase i:o the population. Population bas been 

gro,ing throughout the area ·ay natural increase at a rapid rate of from 

2 to 3 per cent per annum; and in Israel also by large-scale i:mmigration. Gross 

capital formation h"s also been increasing throughout the area and bas been 

at a high ::.evel in some parts of Expressed as a percentage of gross national 

product, gross cspital formation has varied considerably in different countries 

of the area. It has been lowest in :::-~g:;,rpt, var:yiP-g from 10 to 16 per cent, and 

highest in Iraq_ vhere in 1956 it had risen to nearly 27 per cent, and in Israel 

"here it has fluctuated around 26 per cent in the years 1953-56, after having 

reached the exceptionally high level of nearly 42 per cent in 1950. Since in all 

the countries of the area for vrhich data are available there has been in recent 

years sn increase in }~er .:::apita incomes (slight in the case of Egypt, but 

significsnt in Leba11on, Iraq_; Israel and Syria), gross capital formation has 

beer: lsrge enough both to provide for the maintenance of the existing stock of 

capi tsl and to adO. sufficient ne" eo~uipment to employ prodlicti vely a gro,ing 

labour force. 

6. rrhe cc_.pital ·Hhich tas been necessary to bring about the results described 

above tas been derived f'rom a variet~,r of sources c..nd no single generalization 

; ... 



A/4121 
English 
Annex 
Page 3 

applicable to all countries in the area can be made on this subject, Taken as 

a whole, the area has been a net importer of capital, However, only Israel and 

Jordan are dependent on foreign sources for a major part cf their capital, and in 

both countries direct foreign aid represents a major part of the capital inflow. 

Bet1,een 1950 and 1958 Israel received about $2,400 million in this way, 

$1,000 million being accounted for by official United States financing and by 

Gen1an reparations 1 and the re:r.ainder by donations end loans provided largely 

through Je1·1ish organizations in the Unite-:l. States &nd Plscl<here. Jordan, during 

the san:e period, receive:l. some $200 million in offidsl Cnite:i States and United 

Kingdom aid. Lebanon also :l.epends on external sources of capital largely in 

the form of a s;_,stained flm1 of imr~cigr2nt remittances 1-1i thout 1-lhich domestic 

saving -would fsll considerably short of investment. Capital imports into the 

United P,rab rtepublic have ·been relative~y small; t~1us, Syria has financed r:.ost 

of its investment fran domestic savings, and Egypt has been eble to live very 

largely on its m,m means v:i th the help of previously accumulated sterling 

balances. ~·ath -the possible exception of Sav.di P.rabia, the major oil-producir:g 

countries have had a surplus of capital over and. a·cove their 01-TD needs and 

opportunities :"cr investment; Iraq, though involved in considerable development 

plans, has not until recently been sble to invest the ~~~hole of its inc orne in 

productive projectsj because of l2ck of locsl investment oppo!'tu.nities) the oil­

producing sheikdoms of the Persian Gulf, fore~n.ost e~rcong which is Kuwait, he.ve 

been accumulating substantial ce.pital surplases. 

7. In the light of the facts describe:l. above, it is possible to assess 1wre 

precisely the economic dimensions of the pro-clem of the reintegration into the 

economic life of the aree. of approximately one million additional people. :ro do 

this it is necessary to make sane feirly simple projections into the imr::ediate 

future of trends in population growth, national income and other significant 

economic magnitudes. It should be emph&sized thc~t this appraisal is not a 

forecast of •.<bat Hill ha:Qpen, b;_,t a projection, on ;;hat appear to be the most 

reasonable assw:~ptionsJ of certain significant trends. By this means tfie 

economic order cf magnitude of the probJ.em, and therefore of the steps needed to 

overcome it, are established in as rational a manner as is possible. 

I ... 
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8. The essential conclusions of this study can be stated in fairly simple terms J 

though the cs.l~ula ticns and procedures by •<~hich they have been reached have been 

cc:rnplicated and laborious. However) a brief account may be given here of the 

procedures err1ployed in arriving at the cor:clusions set uut in the following 

paragraphs. 

9. Using the year 1955 as a base year) the grm·rth of the population and labour 

force ·vras projected for eacb country tc 1970. Cn the basis of the estimated 

results for the years 1950-1956 and. other considerations) gross national product 

\·laS then projected for e0.ch co·J.ntry. Gross and net domestic savings vere 

projected for the same period. Estirr.ates ·w·e:c-e :made for each co-c_ntry of the a::"_cunt 

of ne\I ir.:v-estment needed to er~_ploy an e.ddi tionol vrorker) and. this figure) together 

\·,Tith the estimated tncrease in the labour force) :provideQ the basis for an 

estimate of total investment needed to employ the e.dditionnl labour force and 

nchieve a 1r..odest incree.se of per c.apita j_ncome* 'I1akine; into account both domestic 

savings and th.e expected :Lnflmi of :private foreign cap:i.tal aul outstanding 

foreign officis.l fir..ancial co~-;.mitr::ents) a::1d. comparir:g the result l·dth the total 

investrr:ent req_ui::::'ed tc abso!'b the labour fc-rce at an accelerated rate of 

development, e.n es-ci~r.e.te ¥1·:ss reached of the aCLd.i tional foreign investment needed. 

T'he Po.lestine refugees •;.rere then taken into account by considering those a:c;.ong 

them of" \Iorkinc; age as an ad.dit"i.cnal labou::.-- force to be reirrtec;rated. into the 

economy) necess1tating an additio~al investment the size of ·Hhich could be simply 

calculFted on this established bssi.s. In order to arrLYe at more realistic 

quanti ties J the f:Le;ures v1ere a.lso broken ciov:a into :fi ve-yec:r :periods . 

.10. Put :Ln the s:Lmplest nnd. m.o5~ general t.e::....,r.s) the analysis i:.'1dicates that 

for t:1e area as a '.1hole the labour force, exclusive of the P2lestine rei\1gees) 

~nay be expected to lnc:resse by 5. 6 mi~~J.inn Cetv1een 1960 snd 1970. For this 

increase :..r1 the lal::-our force -co be 2bsorbed into productive employment so that 

ner capita incor:",es \-li 11 contin-J.e to increase c.t a IQCdest rate •Jil: require over 

the period nev net investment from sl~- sou:::·ces of approxi~~:ate1y ~~l2) 000 million. 

ll. IJ:he funds necessu.:c:;r ·cc :~~ir:.s.nce such investment :cr..a~.r be considered as ccmJng 

f'rorr: t 1JC r:-_Gjor sov.:c·ccs: domestic se.v:.'_ngs and vaTim;.s .flm·r3 -co the area frcm 

outside. :roto.l avails.bili ty of ca:;1i tal) hov;rev·er) varies s·u.bstcmt:..ally from 

country to count:ry. S01ue co·.1ntr:Les of the area are capi tsl-de:flci. t countries 

even excludi:r:g EDJT investment :for the reintegrstion of ref,~lgee.s; others, the 

~ 
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major cil-produc.ing countries, are capital-surplus countries -oecause of the 

revenues arising i'ro1n an expected increase in oil prodctction. The capital-deficit 

countries are those of greatest popule:tion co::1centraticn and include those in 

'i<Tllich the refugees are situated. 1he~.r dependence on outside capital to finance 

part of their develort-cent, in order to schieve a modest rate of increase in 

per capita inco;:_e, is like.l:y to increase. Both provinces of the Uni tei Arab 

Republic, 11hich in recent yesrs have been nble very largely to finance their ov,rn 

development) ~<Till no :l.cnger be able to do so and will have to rel:y increasingly 

on outside capits.l to finance the ecr91oyment of their grol-';ing labour ::::'orce. 

Lebanon may also be expected to look to outside sources for so~t1e cf its 

development. JorCiun) as i.n t~'1c past, -v,r:..ll ~ave to rely on foreig!l aid for almost 

"the full an;ount of its investment. ls:rc.e~., especially in viei<J of its officislly 

estiE:ated further inf.lO'i:J cf im::rigrctioD, ·~1ill stund in need of ca:pi tsl imports 

on a large scale as ic the r;sst. 

12. In contra:Jt, oil =..r:come in the oil-prod.l~_cing co:J.ntries is expected to 

increase subste.ntia1ly during the period ,_.Dde.l.~ ccnsJ.deration. Th:Ls is especially 

true in the latter yerJ.ccl of the 1960-1970 decade. Iraq) -~·rhich since 1952 has been 

self- suffi ci errl: for :.~c:tpi tal nGeds, \·Till probably become a capi t2l- su.rplus cot:.ntry _; 

so ¥dill Saudi i'·.re.bia> thougt_ to a lesser extent; Ku\TB.i"c, slong \,;it}1 the OL.her 

oil-producinc; sbeL:dcr~.s of the Persian c-. .1~-tJ Tii=-.1 experience vast increase in 

the size o~~ :Lts present ccp~L tn=._ surp2-us. Le:::ending on 1-lhether the lm-rer or the 

higher oil-revenue estir:mtes 2re uti2-izcd., the over-a=:_l surplus is expected to 

be in the nrde~'-' cf rns.gn:Lt:..ule of 4;5 J ::;co m:'_ll::..crc or ~?8,2CO rr.illion) respecti veJ. in 

the peric:l l96C-l9(CI. 

13. Considering for t~le mm-::-.cmt the srea as c_. ,,rhole) s..nd assurDing perfect 

in the e.:::-ee. •.Iou1ci depend on the· selection of oil-revenue estimotes. If the 1m-.~er 

estit~ates s.re used, gross ssvj_nt,s of tbe ·r:::.:rec. \1ould. "ce $17 J 600 million. Of this 

g_uG.ntity some 4J5,L,.OO mJ.llion 1iTOU~d. be .requj_red. to make good deprec:..ation of 

cspi tal so th2t sbout i~)J 2 J2C'J rni~:..licn h'culd be available fer ne1~' :let ir1 vestment. 

/~driing to this tl1e :l:'lc¥~·.r of foreign cupitc1 estimated at $1,850 million, tie have 

a totul net availo.Cili t~1• of capits1 in the e.:ree. as a ¥\'·itole of s.pp:roximately 

~)14: 000 million. ·::Chis leaves 2 rc.et ev.rpl·J.s of $2) 000 milli.c;n. If) ~1m,rever; 

the higher oil-reve::1ue estime,tes are usedJ the net surplus of capitc.l in the 

3.1'82 becor:.es ~)5 J ceo :::j_l:..ion. It is to 1::•8 noteD., however) that the availsti=-_ity 
/ ... 
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of capital surpluses shown above represents a highly favourable and therefore 

an extreme vie'd. The other extreme is that oil-revenue surpluses do not become 

available for investment in the capital-deficit countries of the area. Under 

this altern2tive assurr~tion) and in order to achieve modest increases in 

per capite incomes, the capital-deficit countries of the area •·rill need 

approxin'_stely ~3, OCO million in the period 1960-1970. 

14. It is useful to remember that the Middle Eastern countr~es included in this 

study fall) mainly from an economic point of viev;, i!lto three groups: the oil­

producing Pra·c countries, the non-oil-producing Arab countries, and Israel. Our 

analysis shmm tnat, for Israel -co provide employment opportunities for the 

increase in the labour force (inclusive of officie.l estirr.ates for immigration) 

in the period 1960-1970, it will need a totc:l capital investment of approxir.-oa tely 

$2,000 million. Cut of this q_uantity, a foreign capital inflo•r already assured 

is expected. to meet aboc.t one half, leaving a deficit close to one billion 

dollars -vlhich, for the purposes of this ana.lysis, it is c:ssumed Hould be obtained 

by Israel, as in the past, from sources outside the area. mus, the ~3,000 

lliillion capital deficit referred to in paragra~n 13 above, exclusive of Israel, 

beccme ~~2, 100 million. 

15. If, for the sake of clarification, ',-18 novr concentrate on -che non-oil­

producing !cca"o countries (United Arab Re~ublic, Lebanon and JorO.an), we discover 

that in the period 1960-1970 they are ex:-pected to save close to $6,800 mil.lion, 

$3,100 million of v:hich ·Hould be needed to maintain the capital stock. ~his 

means a total net savinss of approxLoately $5,700 mil:Cion. To this >re should 

add a sum of abo·J.t ~7CO rr.i::...:icnJ Hhich repre~;eLtt; exre:::-.tt:d. rec.Fir,ts frcm 

foreign sources, giving e, total of investmer..t f'ur::ds of approximately 

$4, hOC mi.llion. For these countries to create employment cpportuni ties for all 

the natural increase in the labour force and to ensure slightly better livint; 

conditions for t~"1e :people_. they ~~-;ill need additiona.l investment resources in the 

msgnit,~de of $2,100 million. 

-t:ae>ed. cL thE c.sst:_;l:J;:·-.:.icr .. c~· modest increases in income. In all these countries 

per capita incomes ere lo-H c.nd in some of theii1 t:tere is considerable under-

employment of labour. Therefore, an scceleration in the rate cf development 

I . .. 
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over that envisaged is much to be desired, and it may be anticipated that, with 

better prospects for a steady capital inflow, some of the development plans which 

Governments may draw up within the next decade will aim at higher rates of growth 

than their present plans imply. In particular, in certain countries a more rapid 

rate of industrialization might be necessary in order to overcome the problem of 

under-employment and to make it possible to realize the maximwn benefits of 

improved agricultural techniques. Given a will on the part of the non-oil­

jjrcduci.ng )_rsb ccc.ntries to take the necessary measures to promote economic 

development, the limit to the possible rate of growth is more likely to be set 

by the availability of capital than by other factors. It is, however, important 

to note that, strategic as capital is in the process of development, the rate 

of economic growth is also seriously affected by such factors as the preparation 

and execution of specific projects, the supply of skilled labour, and the 

possibilities of social adaptation to technological changes, not to mention the 

political factors. 

I 17. In the light of the considerations set out above, it rr,ay be stated that an 

increase in the volwne of capital for the non-oil-producing 1\rab countries, of 

the order of 20 per cent above the modest rate used as a basis for estimating 

minimwn capital requirements between 1960 and 1970, would significantly increase 

the rate of economic development. This proposed 20 per cent increase represents 

a swn equal to $1,300 :nillion, and is derived from a total capital of 

$6,500 million estimated to be the mini:nu.'TI capital requirements of the non-oil­

producing Arab countries. Following this approach, the total capital needs of 

the non-oil-producing Arab countries, at an accelerated rate of growth, would 

become $7,800 million, $4,400 million of which is expected to become available 

from domestic savings and, to a much lesser extent, from other sources, leaving 

d deficit of $3,400 million. 

18. It is not necessary for our present purposes to attempt a measurement of the 

favourable consequences of an enhanced rate of economic development. Suffice 

it to say that both income and domestic savings are likely to increase 

significantly, thus reducing the capital needs of these countries in subsequent 

stages of developrroent. Moreover, such an accelerated rate of growth would greatly 

I assist 

levels 

in the establishment of a larger and more stable econordc base at higher 

of income, and create better employment opportunities and a more attractive 

climate for investment. 
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19, Turning again to the region as a whole, if we now consider the approximately 

one million refugees as an additional populatioJC to be reintegrated with the 

region .. an additional investment will be needed. \Te shall ussume that such a 

reintegration takes place under cor;di tior:s 'which would at least maintain the 

level of per capita incomes resulting from the expanded volume of investment 

discussed in paragraph 17 aoove. '1/e ILay then suppose that the capital cost of 

:providing one job for the refugees_. within the context of such i~proved conditions .. 

is $3, )CO. This figure, '#hich represents th.e simple capital-labour ratio fer the 

area .. is very close to other estimates. l\JO"i.V) as the present refugee population 

represents a labour force cf approximately 3BO ,COO which <lill increase to 500,000 

by 1970, the total c.apital investment required to reintegrate the refugees by that 

date would be approximately $1,700 mil:Cicn. It ui:;_l be recalled that ir: 

paragraph 17 above it <las estimated that the non-oil-producing Arab countries 

would have a capital deficit of $3,400 million by :L970. Taking this amount 

together ~Ni th the $1,700 million estimates as necessury to :reintegrate the refugees, 

~~·herever this r.J.ay "be r,.rithin the area, a total capital shortfall of $5,,100 million, 

exclusive of the capital surpluses of the oil-producing countries. It is to be 

expected, hm1ever, that a significant part of this capital ',.·ill c .c:e fTc.·c t1.1e 

capital surplus dcri veC:. frcm oil prcduction f'indir::g L:.1C:2>:;nsi.rg cr:_pc:ctunitieG i:-j 

the :corJ.-o:::_ ~-~producL::tg countries. 

20. The pictu.re ·Hhich emerges then is one of a reg:Lon ~~"lith great development 

potentialities, ultin:ately capable of meeting a large rart, if not all, of its 

capital requirements. 'Jlo bring the picture more sharply j.ntc focus; however, we 

r.mst take into account two other circumstances~ On the c)ne l:1and; -we must 

distinguish clearly between the capi tal-surpl·uo a:J.d the capi to.J.-def'ici t Arab 

countries. On the other tand, \Ve must recognize that) i~' an. accelerated rate 

of Qe~velopment is to be initiated and sustained) there ~7i1'.. Oe a considerable 

gap in investment funds in the immediate and early stages which will have to 

be filled "by fu:nds :t'rom outside the area. In the l:Jnger run: the extent to vihi8h 

these capital-deficit Arab countries \Vill attract investment funds from the 

capital-surplus Ara'G countries of the area 11i.l.l depend largely upon their success 

in starti.ng and sustaining their economic develo:pment on a ;:~cale suffic:i.P-nt to 

c.reate an sdeqi).ate derr:.o.nd for the employment of their avaL•_abl.e resources. 

/ ... 
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2l. The foregoing analysis dealt with the entire 1960-1970 period, with a vim< 

to establishing orders of magnitude in regard to the total capital reQuirements 

and availabilities of the Arab Middle East and to providing a background for an 

assessment of the potential economic growth of the area. To gain insight into 

the immediate and so into the more urgent problems, however, it is necessary to 

focus attention on a shorter period, extending to 1965. Thus, the crucial QUestion 

which remains to be answered is, what scale of investment is required to achieve 

this more ilillllediate objecti ve7 Our estimates shm< that by 1965 the non-oil­

producing Arab countries will need to provide for an additional labour force of 

approximately 1.8 million which will reQUire, at an accelerated rate of growth, 

a net investment of $3,900 million for their employment. out of this amount, net 

domestic savings •.<ill supply approximately $1,900 million and expected foreign 

capital inflow $500 million, adding to a total of $2,400 million. This would 

leave a shortfall of capital of approximately $1,500 million. Over the same 

period, the oil-producing Arab countries of the area may be expected to have a 

~capital surplus of over $2,000 rr.illion and it may reasonably be supposed that a 

substantial part of this surplGs >;ill be invested in the capital-deficit Arab 

countries. 

22. To provide the means for productive employment to the Palestine refugees -

irrespective of where in the area they may be integrated - would require by 1965 an 

additional investment of $1,500 million. The total shortfall of capital by 1965 

would then be of the order of $3,000 million, If we consider this amo'Jnt together 

•,Ji th the shortfall of the non-oil•producing Arab countries and the expected :'low 

of capital into these countries from the oil-producing countries of the area, we 

may obtain an indication of the scale on which capital from outside the area would 

be needed during the next five years or so. The shortfall thus to be made good 

will be of the order of $1,500 million to $2,000 million. 

23. If ><i thin the next five years foreign capital of this order of magnitude is 

actually invested, it would - together >lith capital likely to become available from 

within the area - create a demand for labour sufficient to absorb, with rising 

per capita income, the increase in the labour force arising from the growth of 

population in the United Arab Republic, Lebanon and Jordan. Furthermore, it woulu 

~also give equally productive err.ployment to the Pal.estine refugees.t irrespective of 

I ... 
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where in the area such employment may be created. After this initial period, the 

need for capital from outside the area might be expected to diminish considerably. 

This decline in the need for outside capital would be an expected consequence of the 

increase in the pace of economic development and the rise in the domestic supply of 

capital as a result of the general process of economic development, as well as from 

the growth of oil production. 

24. The reintegration of the Palestine refugees into the surrounding economic 

life of the area is possible only within the context of general economic 

development. This condition sets certain economic dimensions to the problem. What 

those economic dimensions are, in terms of capital investment, has been 

approximately indicated. No attempt to deal with the problem on a scale 

considerably smaller than this analysis suggests can hope to be more than partially 

successful. There are, however, two critical aspects: the scale on which 

investment needs are conceived, and the timing of the investment. An immediate 

investment from outside the area in the order of magnitude indicated in paragraph 22 

is a necessary condition to start the process of economic development on a 

sufficient scale. 

25. The rate of economic development of the area in recent years and the fact 

of its still undeveloped natural resources are not only in themselves encouraging 

signs, but should lead us to regard the refugee population not as a liability but 

as an asset for the future. The more rapidly the refugees could be productively 

employed, tbe greater the contribution they would make to national income and thus 

also to bhe availability of domestic capital. 
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Table l. lviiudle Fast: projected rates or growth in non-oil-producing countries, 1')60-1970 
(values in millions or U.S, dollars and population in thousands, unless othen<ise indicated) 

Population 
1960 
1965 .. 
1970-
net cumulative increase 

labour force 
1960 
1965 
1970 
net cumulative increase 

Gross national 
1960 
1965 . . • . 
1')70 . . • • 

product 

annual percentage increase 
(1950-1956) •••••. 

annual percentage increase 
(1960-1970) •.•. 

Gross per capitet incorr.e 
1960 
1965 
1970 

Gross investm<=nt, annual average 
1950-1956 . . . . . . • . 

Gross investment as per cent of GNP) 
annual averaec 1950-1956 . . . . . 

• 

l'gYlot 

25,941 
29, 1r65 
33,706 

7,765 

9,911/r 
11,192 
12,704 

2, 760 

3,315 
3' 8112 
4,418 

5-0 

3-3 

128 
130 
131 

342 

13.0 

Syria 

4,560 
4,179 
5,924 
1,364 

1,748 
1,967 
2,233 

485 

679 
866 

1,117 

10.0 

6.5 

149 
167 
189 

70 

15.0 

Lebanon 

1,601 
1,818 
2,080 

479 

614 
691 
784 
170 

583 
"!)1}1 

961 

7.0 

6.5 

364 
409 
462 

70 

18.0 

Jordan 

1,056 
1,200 
1,372 

316 

405 
456 
517 
112 

166 
188 
215 

5.0 

3.0 

157 
157 
157 

11 

9.0 

Israel 

2,126 
2,568 
2,995 

869 

741 
871 
990 
249 

1,681 
2,031 
2,369 

13.0 

4.1 

791 
791 
791 

308 

30.0 

T'otal 

35,284 
40,230 
46,077 
10,793 

13,452 
15,177 
17,228 

3,776 

6,424 
7,671 
9,080 

801 
~1';-~.2::_ 
OQI:$cm~ 
roro~~ 

X~"-IU 
~ ()) ~ 
..... t:>' 



Table 1 (continued) 
'"D~t>l~ 
1):1 !:) fj ............... 

OQ t< IJQ -eo-
(D(DI--'1--' 

>< ~- /\) 
EgY]Jt Syria Iecanon Jordan Israel Total 1-' tni-' 

1\) P" 
---
Total gross domestic savings 

1960 ~ -. ~ " • • . • • • . • . ~ .. .. .. 365 88 58 9 59 579 
of "hich necesc;ary for depreciation . (166) ( 31+) (29) (G) (59) (294) 
1961-1965 .. . . .. . . . .. . . .. .. . . 1,994 512 338 lf8 323 3,215 
of \-lhich necessary for deprer~io.tion . ( 906) (197) (169) (33) ( 323) (1, 628) 
1966-1970 . . . . . . • • • . • . • • 2' 307 654 433 55 390 3,839 
of "hicb necessary ;or depreciation • (1, 049) ( 252) ( 216) (39) (390) (1, 946) 
1960-1970 •.•.•••....... lf,G66 1,254 829 112 772 7,633 
of which necessary for dcprGciation . (2,121) (483) (414) (78) ( 772) (3,868) 

Gross savings as pe::- cent of GNP 
1960-1970 . . . ~ . . . . . . .. .. . . ll.O 13.0 10.0 5.0 3-5 

Depreciation as Jeer cent of GNP 
1960-1970 . . . . . . . . .. . . .. . . 5.0 5.0 5.0 3-5 3-5 

Total net domestic savings 
1')60 • • • • • • • • • • • • • . . . 199 5if 29 3 0 284 
1961-1965 . . . .. . . .. . . . . 1,088 315 169 15 0 1,587 
1')66-1970 . . . . .. . . . . . . . .. 1,258 402 217 16 0 1,899 
1960-1970 . . .. . . . . . . . . . 2, 545 771 41) 3lf 0 3,765 

·Total consumption 
1960 . . . . . . . • . . • . . . . . . 2,950 591 525 157 1,622 5,845 
1965 ... . . . . . . . . . . . . 3,419 753 670 179 1,960 6,981 
1970 . . . . . . . • • . . . . . . . 3,932 972 865 2Cl: 2,286 8,259 

Fer capita consumption 
1')60 . . .. . . . .. . . . .. . .. . . n4 130 328 149 763 
1965 . .. . .. • • . . • • . . . . . . 116 145 369 149 763 
1970 .. .. • • . • . • • • . .. . . . . 117 164 416 149 763 

net investment necessary to create 

-------
one job ( u. cJ. dollars) •••••••• 1,400 1,950 5,000 4,ooo s,ooo 

~-....----. 



--- ------Ta lJle l (continued) 

Egy:t)-G Syria Lebanon .Jordan Israel 11otal 

r,~umber of jobs tilat can be provided 
1-rith the expected net domestic 
savings 
rc;Go • . . . . . . . . . . . . . . . Jl+2 28 6 0.750 0 176.75 
1961-1965 . . . . . . . . . . . . . 777 162 34 3-750 0 976.75 
1966-1970 . . . . . . . . . . . . . . 899 2CG 43 4.000 0 1,152.00 
1960-1970 . . . . . . . . . . . . . 1,818 39) 83 8.500 0 2,305.50 

~;urplus of labour 
1960 • . . . . . . . . . . . . . . 77 ll 7 9-250 25 129.25 
1961-1965 . . . . . . . . . . . . . 471 57 43 47.250 130 748.25 
lc;66-1970 . . . . . . . . . . . . . . 613 6o ~0 57.000 119 899.00 
1960-1')70 . . . . . . . . . . . . . . 1,161 128 100 113.)00 274 1,776.50 

Capital necessary to ercploy sur::;:lus 
labour force 
1960 . . . . . . . . . . . . . . . 108 21 35 37 200 401 
1961-1965 . . . . . . . . . . . . 659 111 215 189 1 Ol+O 

' 
2,214 

1966-1970 . . . . . . . . . . 858 117 250 228 952 2,405 
1960-1970 . . . . . . . . . . 1,625 2~9 500 454 2,192 5,020 

c;xpected inflov of roreic;n private 
c:apital 
1c;6o .. . . . . . . . . . . . . 0 0 35 0 86 121 
1961-1965 . . . . . . . 0 0 215 0 le30 645 
1966-1970 . . . . . . . . 0 0 215 0 430 645 
1960-1970 . . . . . . . . . . . . 0 0 465 0 946 1,411 

Cutsta.nding official financial 
>n:t>~:t> ccmmitr:nents Olt< ......__ 

1960 .. 78 12 0 0 100 190 
li'l !:> Oll ~ . . . ' . . . . . . . . (D(DJ--1~ 

1961-1965 60 81 0 0 58 199 
;:.< 1-'• 1\) . . . . . . . . . . . f-' tllf-' 

1966-1970 0 51 0 0 0 w 13" 

---- . . . . . . . . . . 51 
1950-1970 . . . . . . . . . . . 138 144 0 0 158 440 



--..._ 

Required foreign official financing 
1960 . . . 
1961-1965 
1966-1970 
1960-1970 

Table l (continued) 

Egypt 

30 
599 
858 

l, 1+8'7 

Syria 

9 
30 
66 

105 

~rhe follm.;-int:; exchange rates were used for the dollar: 

Egypt w " 0.)6 
Syria SL : 3.58 Other oil-producing countries: 
Lebanon LL : 3.20 
Jordan JD : 0.36 
Israel IL : 1.80 
Iraq_ ID : 0.36 

Letanon 

0 
0 

35 
35 

Jordan 

37 
189 
228 
454 

Israel 

lL:-
552 
552 

1,088 

original figures in dollars. 

Total 

go 
1,370 
1,709 
3,169 

>o)>t>J)> 
{D 0 t:S ............... 

OQ t:S OQ +::-" 
(l)([)l--'1---1 

X ~· ro 
f-' Olf-' 
+- ::>" 

--~ --.__, 
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Table 2. Middle East: projected rates of growth in oil-producing 
countries, 1960-1970 (values in millions u.s. dollars and 

population in thousands, unless otherwise indicated) 

Kuwait, 
Bahrain 

Iraq 
Saudi 
Arabia and Qatar Total 

Population 
1960 ••••.••..••••.••••••••••••••••••• 
196 5 ••••••••••••••••••••••••••••••••• 
1970 •..•..••.•....•••. 0 •••••••••••••• 

net cumulative increase .••.•...•..••. 

Labour force 
1960 ................................. . 
1965 ..••••.•••.•••••••••••.••.••••••• 
1970 ................................. . 
net cumulative increase t t t t ., 0 t t t t t t t I 

Gross national product 
1960 •••••••• 0 •••••••••••••••••••••••• 

1965 ................................. . 
1970 •••••••••••••••••.••..••••••••••• 
annual percentage increase (1950-1956) 
annual percentage increase (1960-1970) 

Gross per capita income 
1960--:-; •• ' ••••••••••••••••••.••••••••• ................................. 
1970 •••••••••••••••...••••••••••••••• 

Gross investment, annual average 
1950-1956 • "• • • • • • • • e • • • • • • • • o • • • • • • • • 

Gross investment as per cent of GNP, 
annual average 
1950-1956 ••• 0 • I ••••• 1J 1J • IJ • •• e e " ••• 1J e. • 

Total gross domestic savings 
1960 ••.••••••....•••••••••••••••••••• 
of wbicb necessary for depreciation •• 
1961-1965 • e. 1J. e I. • 1J • • • •. e 1J ••••••••••• 

of which necessary for depreciation •• 
1966-1970 • '.I . e • '. •. o •. • e • • • • 1J •••••• e 

of which necessary for depreciation •. 
1960-1970 •••••••.•..•..•..•.••••••••• 
of which necessary for depreciation •. 

6,515 
7,400 
8,465 
1,950 

2,498 
2,811 
3,191 

693 

1,188 
1,515 
1,935 

13.0 
6.3 

182 
205 
229 

132 

17 

249 
(59) 

1,442 
(344) 

1,854 
(440) 

3,545 
(843) 

6,650 
7,554 
8,641 
1,991 

2,549 
2,869 
3,257 

708 

669 
854 

1,090 
40.0 
6.3 

101 
113 
l26 

45 

13 

153 
(27) 
897 

(159) 
1,157 

(205) 
2,207 

(391) 

403 
459 
524 
121 

155 
174 
197 

42 

574 
739 
953 
••• 

6.6 

142 
161. 
182 

287 
(20) 

l, 721 
(121) 

2,210 
(155) 

4,218 
(296) 

13,568 
15,413 
17,630 

4,062 

5,202 
5,854 
6,645 
1,443 

2,431 
3,108 
3,978 

177 

689 
(106) 

4,060 
(624) 

5,221 
(800) 

9,970 
(1,530) 
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Table 2. (continued) 

Gross savings as per cent of G~~ 
1960-1970 ........................... . 

Depreciation as per cent of G~~ 

1960-1970 ················~·········· 

Total net dcme sti c savings 
. 1960 I t t I I I I I • I I • I I I 0 I o • I I I I • I • 1 I I I I I 

1961-J~96-5 I" I.". I" I • I I I I I I I I I I e" I I I I I 

1966-1970 I I 0 I I." I I. I. I I". I I I I I I I I I I I 

1960-1970 ••••••••••••..••.•.....•••• 

~otal consumption 
1960 I " t I I I I I I I I I I I I I I I • " 0 I I I I I I •• I I I 

1965 I I I 11 I I • I • I I " I I • I I " •.1 e I • " I 1 " 1 1 " I I 

1970 t I I .. I " 6 1 0 • 1 1 • 1 " " 1 1 1 1 t 1 " 1 1 I 8 I I I 1 I 

Per capita consumption 
1960 ............................... ., . 
1965 I " I I 0 t I I " I I I I I • 0 I I I I I t I I • I I I I I I I 

1970 • I I I I I • 0 I • • I I • I • I I I • I I " 0 o t I I I • I • 

Net investment necessary to create one 
• ' (-T S - 'l ) JOD \u.,. dO...L ars •••••.••..•••••• ~. 

Nurn-ocr of jocs that can "be provided vlith 
the expected net domestic sa\~ngs 
l960$00o•oo••••••••••••••••otootOfOO 

1961-1965 v • •••••••••••• 0 • ••••••••••• 

1966-1970 0 0 0 o 0 0 o o 0 0 o f o 0 0 t o o I o o o 0 o 0 0 o 

1960-1970 ~ . 0 ••••• 0 • 0 ••••• 0 ••••••••• 0 

Surplus (deficit) of lacour 
1960 •••••••.• 0 ••••••••••••• 0 0 ••••••• 

1961-1965 ........................... . 
1966-1970 0 "0 0 0 0 0 ~ 0 0 0 0 I 0 0 0 0 0 I 0 I. It. 0 0 

1960-1970 0. o o I o o I o o o 0 o I o I 0 • o 0 o 0 0 0 0 0 o 

Traq 

21.0 

l90 
1,098 
1,41~ 
2,702 

939 
1,197 
1,529 

144 
162 
lBl 

Be 
/ 

490 
63l 

1,206 

- 29 
-177 
-251 
-457 

Saudi 
Arabia 

20.0 

126 
738 
952 

l,Bl6 

7B 
BB 

lCl 

70 
412 

- 14 
- 92 
-144 
-250 

Kuwait, 
Bahrain 
and Qatar Total 

50.0 

267 
1,600 
2,055 
3,922 

710 
Boo 
910 

1,Boo 

14B 
6B9 

1,142 
2,179 . 

-143 
-670 

-1,117 
-2,13C 

5B3 
3,436 
4,421 
8,440 

1,742 
2,229 
2,B77 

303 
1, 791 
2,305 
4,399 

-186 
-1,139 
-1,512 
-2,B37 

I . .. 

I 
! 



Table 2. 

Surplus capital available for investment 
1960 e e I I I I I I I o I I I o I I I 0 I I I t 0 0 I o o I 1 I 0 o o 

1961-1965 0 I 0 I I I I I I I 0 1> I I I e" I e 'I" e '• e'' 

1966-1970 e I 0 0 I I 0 0 0 I 0 I I I I e • I e e I I I e I I I e 

1960-1970 ............................. . 

(continued) 

Ira(l 
Saudi 
Arabia 
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Kuwait, 
Eahrain 
and Qatar 

257 
1,566 
2,010 
3,833 

Total 

347 
2,127 
2,830 
5,304 

~he estimates of income, domestic savings and surplus capital available for 
investment reflect estimates of oil production and income based largely on a 1958 
unpublished OEEC study. The conclusions of this study are more conservative than 
ether estimates such as the projections of Middle last oil production published 
in 1958 by the Chase Manhattan Bank. According to the Chase Manhattan projections 
of oil production, the 1960-1970 surplus capital available for investment would 
be over $8,000 million instead of $5,300 million. For more details, see technical 
appendix. 

; ... 
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Table 3. Middle East: regional wtals and Palestine refugees, 1960-1970 
(values in millions of US dollars and population in 

tLousands, unless othenrise indicated) 

Population 
1960 •• 
1965 •. 
1970 •• 
net cumulative increase 

Labour 
1960 
1965 
1970 

force 

. . . 
net cumulative increase 

Gross National Produce 
1960 • • • • 
1965 . . . . . . . . 
1970 • • • • • • • • 
annual percentage increase 
annual percentage increase 

Gross per capita 
1960 • • . • . 
1965 • • • • • 
1970 • • • • • 

income 

. . . . 

. . . . . . 
(1950-1956) 
( 1960-1970) 

Gross investment, annual average 
1950-1956 •••• . . . . . . 

!>Iiddle 
East 
Total 

48,852 
55,643 
63,707 
14,855 

18,654 
21,031 
23,873 

5,219 

8,855 
10,779 
13,058 

978 

Gross investment as per cent of GNP, annual average 
1950-1956 .................. . 

Total gross domestic savings 
1960 • . • • • • • 
of v;hich necessary for depreciation 
1961-196:; . • . • • • • • • • • 
of >rhich necessary for depreciation 
1966-1910 • . • • • • • • • • • 
of -;rhich necessary for depreciation 
1960-1970 • . • • • • • • • • • 
of "hich necessary for depreciation 

Gross savings as per cent of GNP 
1960-1970 • • • • . . . . . . . . 

1,268 
(4oo) 

7,275 
( 2, 252) 
9,060 

(2,746) 
17,603 
(5,398) 

Palestine 
Refugees 

1,021 
1,160 
1,327 

306 

391 
440 
500 
1C9 

I ... 
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Table 3. (continued) 

Depreciation as per cent of GNP 
1960-1970 • • • • • • • • • • • • • • • • • • 

Total net domestic savings 
1960 •• • • • • • • 
1961-1965 • • • • • • • • • • • • 
1966-1970 • • • • • • • • • • • • 
1960-1970 • • • • • • • • • • • • • • 

Total consumption 
1960 • • • . • • • • • • • • • • • • • • 
1965 • • • • • • • • • • • • • • • 
1970 • • • • • . • • • • • • • • 

Net investment necessary to create 
one job (us dollars) , ••••• , • • • • • • 

Number of jobs that can be provided 
~dth the expected net domestic savings 
1960 ••• 
1961-1965 
1966-1970 
1960-1970 

• 
• 
• 

Surplus of labour 

• 

• 

• • 
• • • 
• • • 
• • • 

1960 • • • • . • • • • 

• • • • • • 
• • • • • • 
• • • • • • 
• • • • • 

• • • • • 

• 

• 

1961-1965 • • • • • • • • • • • • 
19C6-1970 •• • • • • • • • • • • • 
1960-1970 •• • • • • • • • • • 

• • • 
• • 
• • • . • 
• • 
• • 
• • 
• • • 

l4:i.ddle 
East 
Total 

867 
5,023 
6,320 

12,205 

7,587 
9,210 

11,136 

2,113 

480 
2,768 
3,457 
6,703 

129 
748 
899 

1,777 
Total capital deficit (non-oil-producing countries) 

1960 . • . • .. • • 
1961-1965 •• 
1966-1970 • • • •• 
1960-1970 • • • • • 

• • 90 
• • - 1,370 
• • - 1, 709 
• ... 3,169 

• • • • • • • • • . -
• • • • • • • • 

• • • • • • 
• • • • • • • • • 

Total capital surplus (oil-producing countries) 
1960 ••• • • • • • • • • • • . • + 347 
1961-1965 • • • • • • • • • • • • t 2,127 
1966-1970 • • • • • • • • • • • • • t 2,830 
1960-1970 • • • • . • • • • • • • • • • t 5,304 

... , ·--
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Palestine 
Refugees 

391 
49 
60 

500 

/ ... 



Table 4. Capital requirements and capital availabilities o:f the Arab Middle East, 
including Palestine refugees, 196o-1965 

(millions of US dollars) 

Non-oil I Non-oil bl 
Arab countries~ Arab countries-

Total capital deficit 
1960 ••••••••••••••• 
1961-1965 •••••••••• 
1960-1965 •••••••••• 

Total capital surplus 
(oil-producing Arab 
countries) 

l960 .....•••..•.••. 
1961-1965 •••••••••• 
1960-1965 •••••••••• 

Net capital position of' 
the Arab Middle, East 
1960 ........ ~ ........ . 
1961-1965 ••• · •• ; ••• ; 
1960-1965 ••• ~ •••••• 

- 76 -108 
-818 -541 
-894 -649 

Palestine 
refugees ::} 

-1,280 
172 

-1,452 

Total 
deficit 

-1,464 
-1,531 
-2,995 

Oil-revenue Total surplus 
surplus I or deficit 

OEEC 2) CMFP OEEC CMB 

.. 347 
i-2,127 
+2,474 

+ 295 
+'2,612 
+2,907 

-1,117 -1,169 
t 596 +1,081. 

521 - 88 

f}) Minimum capital requi:tements·:from outside·in order to employ the natural. increase in the 
labour force under condi ti,ons of a modest· rise in income. 

'E/ Additional capital ne'eiied to,accelerate·the·rate of economic development. 

::_I Based on a' capital-labour ratio of $3,300 which is the simple average :for the area. 

I'J:.I Based largely on OEECprojection of Middle East oil production. 

'lf Based on the Chase Ma,rJ1attan Bank projection o:f Middle East. oil' production. 

¢'>fjl~ 
(JQ g O<l ..,. 
(1)(1)1-"......, 

~ .... (\) 
/\) llll-' 
0 !:>' 

-., .. __ ___ 




