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INTRCLUCTION

At the thirteenth session of the General Assembly, in the course of its
consideration of the annual report of tThe Director of the United Naticns Relief
and Works Agency (UNRWA), I undertcok to make such propesals for the continuation
of United Nations assistance to Falestine refugees as I might consider helpful
or necessary to pur forward to the General Assembly. It was understccd that in
'Fhe preparation of such proposals I would look into the technical operations of
JNRWA, whose present mandate is due to expire un 30 June 19€0.

ATter a careful examination of the problem of the Palestine refugees in its
vgricus aspects, I recommend the continuation of UNRWA pending, as exXpressed
by the General Assembly, the "reihtegration of the refugees into the economic
life of the Near East, either by repatriation or resettlement...”. At present,
this is envisaged in the other relevanit QGeneral Assembly resoluticn as resulting
frem the choice of the refugees themselves.

I base my reccmmendation on an examination of the three predominant factors
in the refugee problem - psychclogical, politicel and economic - which follcows
as part I. DPart II contains recommendations for certain arrangements which
would ceonstitute improvements in the continued work of UNRWA. In keeping with
my undertaking to the General Assembly, this report is limited to the question
of United Nations assistance toc the reiugees; thus, no proposals for a sclution
of the Palestine prcblem as a whele, nor for the refugée problem as such, are
set out in this paper. However, a develcpment along the lines herein discussed
might facilitate steps toward a resolution of such problems with justice and
equity for all concerned.
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PART I
GENERAL ANALYSIS
1. Previous rescluticns of the General Assembly on the subject of the Palestine

refugees, the recent annual reports of the Director of UNRWA and relevant debates
in the General Assembly reflect the predominant factors in the refugee problem.
As generally reccgnized, these are psychblogical, political and ecconomic in
nature. 4An understanding of the problem is easier if the different aspecis are
congidered separately ©first. I shall begin with a consideration of the economic
aspect because this establishes a framework within which the political and
pasychelogical aspects can be viewed more constructively.

2. Viewed from the eccnomic angle, the reintegration of c¢lose to cone million
Palestine refugees into the productive life of the Near East presents problems
similar to those faced in all cagses of reintegration into economic life of a
largely uvnemployed pepulation. This will be true wherever and however the
reintegration takes place in the Near East. We can, therefore, concentrate our
attention for the moment on an economic analysis, dealing with the area as a
whole.

A As complete an analysis as available informeticn permits, together with the
supporting statistical data, is annexed heretc. It reviews key econcmic
indicatcors and projections with regard to all of the countries concerned in tne
Neay BEast and for the area as an economic unit, primarily for the ten-year pericd
1900-1970.

4. As 1t appesrs from these statistics, the national income per cspita in all
the Arab countries remains very low, although the rate of increase of the national
income now in scome casss is fairly nigh. At income levels like trese, it is not
to be anticipated that reintegration of & refugee population, over and above the
absorption of the natural population increase, could be brought about if it had
o be accompeanied by a lowering of the income per capita. If this did happen,
the result might well be a fall in the rate of capitel formation, thus hampering

still further an ircrease of income.
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5. In these circumstances, it is realistic to assume that the reintegraticn
of the refugeecs in the Near East would have to run parallel tc an increase in
the naticnal income ab least proporticnal to the number reintegrated. That, in
turn, would reaguire that the added populaticn can be productively employed with
at least capital equipment equivalert o the one available to those already in
productive life. The conclusion is that the reintegraticn must go hand in hand
with such s new capital formaticon. If the reintegration, in practice, would

‘have tc be co-ordinated with some increase of the per capita income - which seems

to be, 1T not pecessary, at least highly desirable - the inecrease in naticnal
income and in capitsl formaticn would, of course, have to be more than equivalent
to the addition t¢ the population.

a. Given the present economic situation in the area, we can, in general terms,
gtate that the reintegraticn of the refugees through normal ecconcmic preocesses
into the preductive life will, for the immediate future at least, require capital
imports suificient to render pogssible an increase in national income snd capital
Tormation preferably more than proportional, but at least proportional to the
increase in pepulaticn. Frem an esconomic viswpoint, such capital imports would
represent sound investment in en area with great potentialitiss and great needs
Tor a2 more diversified preduction. In the long run, with increasing revenues
frem cil in scme parts of the regicn, the emphesis weuld switch from capital
imports to investment cof surpluses in the areas where reintegration takes place.
7. The capital fTormation will to a largzge 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 prcductivity, which prbbably
would require fairly great amounts in order to be put intc satisfactory
production. The Israel experience of the capital needed per head cof the
pepulation for such a development of investments is in this context of interest.
I refer to the annex regarding these and other relevant data.

. An additicnal factor that has to be taken into account is that it is likely
thet agriculture, in order to remaln competitive, will bave to be highly
mechanized, which, in turn, will render necessary the cpening up > new areas of
production, with ensuing investment, in order to abscrb the agricultural population

gel Iree in the process of mechanization.

/...
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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 guite 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 scon economic development of appropriate scope,
thereby providing attractive investment copportunities for a significant portion

of suchk surplus capital as may beccme available from its natural rescurces.

1¢. Viewed from an economlic angle, the reintegretion of the Falestine refugees
into productive life, although it must be considered as a fairly long process,

is perfectly within reach provided that the area can be develgped through sufficient
capital formaticn; the recent acceleration in the rate of progress and the great
natural resources are encouraging elements. However, capital imports would praobably
have tc be ccnsiderable, 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 nct 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
assistance %o 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 disregerding 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
necegsary, pending the reintegraticn of the refugee population inte the productive
life of the area for which there are economic reasons o hope in connexion with

its general development. This will require the prior, or at least concurrent,
-resolution of political and psychological preblems, to which the discussion can

now turn.
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15. There is the question of where the integraticn of the refugee population can
or should come about. Short of further and intense studies it is impossible to séy
where that could best be achleved from én econcmic viewpoint. The absence of these
studieg, however, should not delay the general development to which reference has
Jjust been made. This can and should proceed on the basis of information aiready
available. There is no immediate danger of over-development in any particular part
of the area. .
14, The question of where integretion should be sought has, as is well known, an
important political aspect. In resoluticn 194 (III) the General Assembly:
"l1l. Resolves that the refugees wishing to return to their homes and

live at peace with their neighbours should be permitted to do sc¢ at the

earliest practicable date, and that compensation shculd be paid for the

property of those choosing not to return and for loss of cr damage %o

property which, under principles of international law ot in equity, should

be made good by the Governments or authorities responsible.”
The stand thus taken by the General Assembly wculd involve integration of refugees
into the productive life of Israel as well as of the Arsb countries in accordance
with the choice of the refugees themselves. This stand has been ccnsistently
maintained by the Arab Govermments cconcerned. However, Israel, stressing that
the rescluticn relates to "refugees wishing ... to live at peace with their
neighbours ...", has limited itself to offering, with conditions, a form of
compensation tc former landewners in the country and does ncot exclude an extension
of the uniting of families scheme under which former Arab residents have already
come back to Israsl territory.
15. The economic development which has been presented here as necessary to an
integration of the refugees requires that we overcome various political difficulties
which now hemper progress in the desirable direction. One of them 1s the
Palestine problem in its various aspects; ancther cne the problem of inter-Arab
relaticnships; a third one the problem of an Arab eccnomic co-operation so framed
as to render possible the exploitation of the natural rescurces 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 way be drawn egpecially to the
decision of the Economic Council of the Arab League to implement a previous
decisicn regarding an Arab development fund and to establish a preparatory counecil

Tor Arab econcmic unity. However, fairly complete mobility of capital within

/o
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the area can only be regarded s a long-range objective - not an immediate

possibility. Regarding the Palestine preblem no progress towards z sclution is
now in view.
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 golution of the political probleums
mentioned above is 2 condition for that degree of development, on a2 regicnal cor on
a netional basis, which is attainable and highly desirable in view of the
unsatisfactory level of inccome in the area. In these circumstances, it 1s not
adeguate to direct attention primerily fto the relaticnship which existe hetween
these politieal problems and the question of the relfugses., In fact, a sclubion
of those political problems should be scugkt, inter alia, in order to create
conditions for a scund general economic development in the area, irrespective
of its significance for the reintegration of the refugess. If the problems are
golved sufliciently well to provide for such conditions, the proper political
sebting would probably ipso fTacto be created also for a solution of the refugee
problem in its politicel aspects.
17. Although the refugee problem may, usefully, in the first instance be studied
in econcmic and pelitical termes, it is basically a humen problem. No reintegration
would be satisfactory, or even peasible, were it to be brought about by forcing
people into their new positions against their will. Tt must be freely accepbed,
if 1% is to yield lasting resulis in the Torm of economic and politic 1 stability.
The visws now volced by spokesmen of refugees would seem fo indicate 1at the
refugees would not voluntarily accept integration into the productiv  .ife unless
they have been given freedom of choice in zccordance with the United Watloas
decision - or in scme other accephable way - zs they acw regard such freedom as
the means through which the wrong that they conszlder themselves To have suffered
could be put right and their individual self-respect saleguarded. However, 1t
should be noted taat 2 de facto economic integration - that is, an integration
which does not result from a cheolce in accordance with the resolution - would nob
prejudice any rights established by the resclution. Tn view of this serious
psychologicael problem it is to be hoped thet in the course of the lengthy process
which must be anticipated in the economic sphers, ways will be Tound zo bring about
a mutually satisfactory adiuvstment of giands and reacticns on 21l sides which
would resolve these pesychological difficulties by the time when integration of

most of the refugees becomes an economic possibility. /
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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 econcmic reasons on
which I base my recommendation. The perspective is not a disccuraging one,
provided that the world is willing tc 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 end with & sense of justice and reaslism.

19, Just as I support the continvance of UKEWA pending progress in the economic
field, I recommend, after a careful study of the technical cperation of UNRWA,
certain arrangements which seem to me to be indicated as essential improvements

in the continued work cof the Agency. In pert II of this paper, I will turn to
those Improvements, the main significance of which is that the UNRWA operation
should be so conducted as to be in harmony with the general view of the refugee

problem which I have set cut abowve.
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PART TI

Technicel consideraticns

1. The technical matters to which I would invite the General Assgembly's
attention fall under four main headings: who is to receive assistance; how
should this be administered; of what should it ccnsist; eand the status of

the administering suthcority - UNRWA,

(a) Recipients of assistance

2. The annual reports of the Directors of UNRWAi/ have nade freguent

references to a problem under this heading which has given serious and continuing
CONCErm, I refer to the facts that (a) there are at present s considerable
nunber of persons who receive assistance from UFRWA to which they are not now
entitled, and (b) there is an approximately equivalent number of persons who are
entitled to assistance but who cannot be given it because of limited funds, In
the first category are mainly those who receive assistance on behalf of the
urreported dead, those who are fraudulently reglstered as refugees, and those

who are now earning inecmes sufficient for self-support; in the latter category
are mainly certain children and some persons who have lost a previous scurce

of income end become in need. According to the test =cstimates avallable, the
nurbers in the two categories are, as indicated, approximately equal and there 1s
therefcre no guesticn, Tfor the rresent at least, of misuse o7 irternationally

contributed funds. Mcrecover, from a purely economic peint of view, the only

l/ Repcrts of the Director of UNRWA and special reports of the Director and
Adviscry Commissicn to the General Assembly:
Official Records of the General Assembly, Fiftn Session,
Supplement No. 19;
Tbid., oixth Session, Supplements Nos. 16 and 164;
Ibid,, Seventh Sessicn, Supplements Nos. 13 and 3
Ibid,, Eighth Session, Suppilements Nos. 12 and 124;
Ibid., Minth Zession, Supplements Nos. 17 and 174;
Ibid., Tentk Session, Supplements Neos, 15, 154 and 1%5B;
Tbid., Eleventh Zession, Supplements Nos. 1L and 1ha;
Tbid., Twelfth Session, Supplement No. 14;
Tbid., Thirteenth Session, Supplement No. 1k,
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relevant question 1s need, and on this basis, it is clear that most of those who
recelve assistance, with the exception cof those with steady incomes, do need it.
5. What must be of concern to an agercy of the United Nations, however, i1sg

the equity with which asvailable sssistance is distributed. If UNEWA were

to be terminated at the end of its present mandate in 19€0, matters could be
allowed tc stand as they are; ©but the indefinite continuation of UNRWA makes

it necessary and desirable, particularly from the point of view of the refugees
themselves, that the position be regularized.

4, This should ccmsigt in the application in full of what UNRWA has in fact
endeaverred to do over the past sgeversl years, tut with only partial success.

It sheould be recalled at this point that UNRWA's working definition of a pergon
eligible for its services is somecone who lived for two years prior to the cutbrealk
of the conflict in 1GL8 in that part of what was then Palestine and bhas become

the State of Israel, and who lest both his home and his means of livelihcood as a
result of that conflict and is in need of assistance. Thisg definition is not
contained in any resoluticn of the General Assembly but has been stated in Annual
Reports of the Director and taclitly approved by the Assembly. It hasg in fact two
parts: The Iirst concerns the sitatus of a person as a bona Tide refugee, and this
of course does not change: the second has to do with a refugee's economic
positicn or need for assistance, which can change fTrom day to day. This
distinction provides the key to a system of administration satisfactery to all
coneerned,

5. What 1s specifically required is a rectifieaticn of the present rolls on

the tasls of the first part of the definition, that is, the deletion from the
rolls of those who sre ineligible or those vho are no longer eligible {the
fravdulently registered and the undeclared dead) and the addition thereto of those
who sre eligible (mainly the children and adults not previously registered).

Bince births have exceeded deaths over the past several years, this process cannot
nelp but result in an inerease in the ration rolls, Thereafter, arrangements
must be in effect Tor keeplng the rolls current. It will be essential 1o have
the fvll co-operation of the hest Governments and the refugses on the cne hand and,
on the other, assurances by the contributing countries that UNRVA has sufficient

funds.

foa.
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6. The application of the second part of the definition - the determination
of need - iz and ought to remain an entirely distinct process administratively.
The fact that this is a problem at all, that is, that there is a falirly
significant number of refugees receiving assistance which they do not need, isg
ample evidence of the willingness and the desire of the refugee to work and
become self-supporting whenever he can. Vhat is important, particularly in
terms o the analysis in rert I, i1s that the refugee be encouraged to take
advantage of economle cppertunity when it occurs, and for this purpcse he muss
have the assurance that he can again claim assistarce if and when he needs it within
2 reascrable period. It must be recalled at this juncture that in the present
state of economic development throughoubt most of the Near Fast, the kind of
economic opportunity that is available tc any unemployved populaticn is to a very
.large extent casual or seasonal or, i1f of a longer term nature, often sublect

tc sudden change. Foreover, wages offered to a refugee are usually based on the
assumption that he will continue to receive assistance from UNRVA, £l of this
means that income is coften precarious, and considerseble flexibility of
administration is consequently essential.

Te UMEWA has developed the technical means for handling this matter through

what 1t calls the graduated income secale. Such scales have been worked out
approrriate to the level of income and cost of living in each of the host countries.
They are sc designed that agsistance is withdrawn progressively as income rises

and, ag an incentive, the amount of additional income which brings with it a
reduction in the particular service is always greater than the value to the refugee
off tiat particular ssrvice on the open market. Again, the full co-operation of
the host Govermments and the refugees will be required and sufficient funds must
be assured so that UNEWA can employ the scales with the necessary flexibility.

&, Although not strictly speaking within the terms of refererce of the present
study, I cannol let this occasion pass without referring to certain grouvps of
persong who are excluded by a technicality from the receipt of assistance from
URRVA, i.e., those who have lost thelr means of livelihood but not their homes,
under LibWA's dafinition.  They have teen variously called "eccnomic refugees” or

2
in URRUA's more techrical langusge, "other clailmants Tor relie?. A4 full report
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was prepared by the Director of UNRWA and submitted to the General Assembly

in 1955, E’ These persons include particularly the frontier villagers in Jerdan,
certaln ¢ the Bedouin and the Gaza poor, that is, mainly persons whoe stlll have
their homes, but whose means of livelihcod have been lost or greatly afTected.
The stand of the General Assenbly is understozd To be that UNRWA should not give
these people aszistance. There is, however, no doubt that many of them are in
greater need now than scme of the refugees in UMRWA's care. In simple humanity,

something should be done for them.

(v) Administration of assistance

. There zra

, in logle, two ways wherety assislance ir the United FNations

can be administered: by the Joverrments of the countries in which the refugees
live (on the basis cf a Tinancial Subsidy), or by an organ of the United Nations
itself. The latter alternative alsc offers two choices, at least theoretically:
to continue UMRWA or to crealte a new organization tc take 1its place. UNRWA

has the experienced personnel, has demonstirated its efficiency and has gained

the confidence of the refugees and the host Governments in its Integrity. There
would seem to be no reason Lo ehange and every reason Lo retain the crganization

g4 nuch, There are, therefore and in fact, only two alternatives: administration
by the host Jovernments or by UNRWA.

eretofor=, because of the underlying philoscophy of short-ferm assistance,

[
s
e

12 guestion of whether UFRWA should administer all or any part of the assistance
was hopelessly entangled in politiecsl considerations. The establishment of the

o1

rincinle of long-term assistance to the refugees removes all grounds for

Us]

o

[SFst=NN

[l

sratlon of the matter’ from a pclitical angle; the way 1s clear Tor an
gxanination of the gquestion on purely fechnical grounds but in the broadest sense,
i.e., what ls the most efficient and effective way of providing assistance, taking
into gecount the dnterests of all concerned. It is alec possible to see the
rroblem as not entirely cone of hard and fast distincticons between zdministration
by UNRWA or by host Govermments, but to envisage an acceleration of a ftrend toward
methods which already exiet of a sharing in the administraticn between UNRWA and

the host Govermments,

g/ Cificigl Records of the General Assembly, Tenth fession Svpplement Ho. 15A.

Jou
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11. From this point of view, it seems clear that Tor the present UNRWA should
continue to have at least primary administrative responsibility for the food
programme, the construction, maintenance and sanitaticn of camps, and the

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

of sdministrative centralizatior required for efficient cperation. UNRWA

should also continue for the present to have primary administrative responsibility
in that part of the self-support field requiring special technical skills rot

vet available in sufficient quantity in the area, such as vecational training

and the eccromic analysis which provides the basis for installation grants and the
like.

12. Primary administrative responsibility for the programme of general
education, however, cculd with advantage 4o all concernred be assumed Dy the

host Governments. Therse is relatively little in the way of centralized
management required since the present programme has veen carefully geared to the
curriculs and standards of host countries. The transfer and subseguent
integration of staff (to the extent the host countries, as the new employers,
wished) along with buildings and equipment inic the host countries’ present
systems would be a relatively simple matter administratively since a congiderakble
amount of integration has already taken place, and the host countries are

already msking a substantial finasncial contribution which has never been
adequatsly acknowledged. Arrangements would, of course, have tc be made whereby
UNRWA contributed an annual subsidy on the hasis of appropriate assurances as

to the accountability of funds, The United HNations Eduvcaticonal, Sclenltific and
Cultural Organizaticon could be counted on to continue its present practice of

rroviding technical guidance.

(c) Types of Assistance - rrogrammes of self-suppcrt

13. Tt is customary to describe UNRWA's programmes under two headings: relief,
including general education; and rehabilitation or sell-support, including
egpeclally vocatlonal ftraining and individual grants.

1k, In recemmending the indefinite continuvation of assistance by the United
Waticns, 1 had in mind the continuation of the relief programme at at least the

game standards that now prevail. If these could be raised there would be a net
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gain for sll concerned. UNRWA's efficiency in the use of funds provided 1is
already well known; lessg fully appreciated perhaps ls the extent to which many
refugees asugment assistance by their own efforts but still live at the edge of
subsistence, Nor, I believe, is it at all appreciated the extent to which

the UNREWA type relief operation can in fact be regarded ag a Torm of much reeded
technical assistarce for the area as a whole. For example, the health programme
not only cares for the individual refugee, it also intreduces new gtandards and
concepts of such care for ths refugee population as a whole; hut construction
meets a current and obvious need; it also provides trairing in construction

and in community development; even the administration, invelving sone

10,000 refugees in all, including doctors, nurses and teachers, can be regarded
as a tralning programme for persons in the skills just mentioned as well as in

<

civil adminisiration. I do not wish to push this point too far, but it is
worth mentioning in relation to an operation which is all too often viewed
ressimlistically because it is called relief. More correctly, i1t finds 1ts place
in the broader context of general economic assistance discussed in part I.

l15. The second part of UNRWA's programme has, of course, an even more direct
rcle to play in thig economic development. In paragrapn 11 of part I, it was
shown thal the Palestine refugees can and should be regarded as an asset for the
Tuture. This will be frue in preportion Lo the extent that the refugees have
beer adequately trained and equipped to take advantage of the economic
opportuni<ies that emerge.

16. UNRVA's specific experience is in harmony with the foregcing generalization.
Because there has not been a satisfaction of the political and psychological
asrects ol the problem, the refugees have refused to participate as a group in
large-scale projects designsd specifically for them since they Teel this would
mean giving up rights. Nor was it ever realistic to have assumed that they
could cr should be the exelusive beneficiaries of such projects at the expense
of the indigencus population. The relfugees do, however, welcome opportunities
to become self-gupporting as individuals. To this end, they can be helped by

UNRWA threough its programmes of vocational and agricultural training for young

£

people aznd individuaal firgneial grants for adults irn order to take advantage of

/...
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economic opportunities they have found on thelr own initiative. JMRVA has
already developed the gkill for carrying out and exparding these programmes.

It is to be hoped that zimilar bul more variled programmes might also become
feasitle 1n the future. Thus far the obstacle to the expengion of the training
and grarnts programmas has been mainly firancial: UFEWA has been able in the past
two years o collect barely encugh money to maintailn its relief and ecucation
LrOgranmes ., It is accordingly absolutely egsential that 1t recelve sufficient
funds cover and sbove these in order to implement a programme of self-support of

spprorriate scope.

(@) Agreements with host Coverrments

7. It will be appropriate - 17 UNRWA is to continve as recommended here - for
all of the presert agreements with the host Governments to be reviewed and
revised or renegotlated to the extent necessary. UREVA, which 1s 'a subsidiary

ol

organ of the United Natiors and an agent of the General Assembly, in acccrdance
with the stand of the CGeneral Assembly, must have an appropriste status and e
provided with the facilities, including non-interference in matters of internal
administiratlion, to ensure maximuom efficiency in operation and in the use of
interrationally contributed funds, It is my convietion that this can be
achieved without the scale of UERWA's operatiocns posing problems to the host
countries touchlrng on their national scoverelgniy. In this context, the Unlted
Hatlions Charter and the Convention cn Frivileges and Immunities will, of course

-y 3

be the hasic instrunents,
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ANNEX

Feconcmic dinensions of the problem of the Palestine refugees

L. A filret essential step in a broad consideration of the problem of the
Paiestine refugees 1s to determine its economic dimensions., This can only be

dcne againgt the background of the recent rate of econcmic growth of the area and
of its potentialities for further growth. If for the purpose of this first step
we were to regard the refugees as representing = largely unemployed population

not integrated into the surrounding econromy, we could determine what, in purely
economic terms, the reintegration of an unempicyed population of this magnitude
would involve, More specifically, what isg attempted here is to obtein an
approximate measure of the amount of capital investment which this process would
regquire and, in particular, the amount of external capitael needed, under the
general condition that pregent rates of economic growth of the area should at least
be meintoined and if pogsible accelerated, The aralysis does not go teyond this
stage and therefore does not enter into any discusgion of lines of acticn., Ner
does it take any account of the volltical and psychoicgical aspects of the problem
which must, of course, be given their due weight in any final analysis. It merely
sttempbs to establish what in any glven circumstances would be minimum econcmic
reguirenents for a soluticn of the problem.

2, Per capita incomes in the area remain low and therefore, if we are to be
realistic in appreising these minimum reguirements, we must teke 1t as a condition
that the reintegration should be accomplished witheut any lowering of ger capita
inccme. This mesns that national incowes in the area would have to grow at least
fast encugh to compensate both for the natural inereass in the porulaticn and for
the reintegration of the refugees. If this result were to be achieved only at the
expensge of a fall in per capite income, the rate of capital formation would also
be expected to decline, thug hampering still further the lncrease in inccme.

3. Thus, the reintegration of the refugees intc the ecorcmic life of the Middle

East requires an increase in naticnal income at least proportional to the number
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reintegrated. Actuslly, it is highly desirable that national income should grow
at & greater rate than this in order that the relatively low per capitaz incomes
should also be able to grew. To achieve such a result, any addition to the
labour force must be supplied the necessary means of productiocn in the form of
capital equipmenv and land, over and atove w.at is necessary to maintzin the
existing stock, so that national income would grow more then in proportion to
the added population.

L In recent ysare, some econcmic growth has been experienced throughout the
area. otetistics indicating the extent and nature cf this growth are available,
It will be sufficlent here to recapitulate the salient points. Since 1950, gross
national product has increased markedly In zll countries cf the area for which
data are svallable - the increases being greatest in Irag, Israel and 3yria. On
a per caplta basis, income has risen less rapidly because of population growth.
5. The twc major factors influencing the rate of economic growth are the level
of capital formation and the increase in the populaticon. Population has been
growing throughout the area vy natural Increase at a rapid rate of from

2 to 3 per cent per annum, and in Israel siso by large-scele immigration. Gross
capital formation has zlsc been increasing throughout the area and has besen

et a high level in socme parts of it. Expressed as & percentage of gross national
nroduct, gross capltal formsticn has varied considerably in different countriles
of the area. Tt has been lowest in Tgypt, varying from 10 to 15 per ceant, =nd
highest in Iraq where in 1956 it had risen fo nearly 27 per cent, znd in Israel
where it has fluctuated around 25 per cent in the years 1953-50, after having
reached the exceptionally high level of nearly L2 per cent in 1950. Since in all
the countriss of the area for which dsta are avallatle there has been in recent
vears an increase in per capita incomes (slight in the case of Egypt, but
significent in Lebauon, Irag, Israel and Syria), gross capital formation has
beer lzrge eﬁCugh both to provide for the maintenance of the existing stock of
capitzl and Yo =2d6 sufficient new equipment to employ preductively a growing
lzbour force. '

6. The cepital which has been necessary to bring about the results describved

above has been derived Trom a variety of sources znd no single generailzation

[oen



A/thl
Inglish
Annex

Page 3

applicable to all countries in the area cen be mede on this subject. Taken as

a whole, the area has been a net importer of capital. Howevér, only Israel and
Jorcdan are dependent on foreign sources for a wajor part cf their capital, and in
both countries direct foreign aid represents a major part of the capital inflow,
Between 1950 =nd 1950 Israel received about $2,400 million in this way,

$1,000 million veing accounted for by cfficial United States financing and by
German reparstions, and the rerainder by donations end loans provided largely
through Jewish organizations in the United States end elsevhere. Jordan, during

the same pericd, received scme $200 millicn in officisl United States and United

[4#]

Kipgdom aid. Lebanon also depends on external sources of capital largely in
the ferm of a sustained flcw of immigrant remittances without which domestic
saving would fzll considerably short of investment. Capital imports into the
Urited &rab Hepublic have Teen relatively small; thwus, Syria has financed most
of its investment from domestlc savings, and Egypt has been able to live wvery
largely on its own means with the help of previousliy accumulated sterling
talances. With the possible excepticn of Saudl Arabis, the major coll-producing
ceuntrieg have had a surplus of capital over and atcve their own needs and
opporbunities for investment; Irag, though inveolved in considerable development
plans, has not until recently been sble to invest the whole of its income in
productive projects; because of lack of loczl invegtment opportunities, the oil-
producing sheikdoms of the Persian Gulf, foremost aweong which is Kuwait, have
been accumulating substanitial capital surpluses.

Ty In the light of the facts described ahove, it 1s possible to assess more
precisely the eccromic dimensicns of the provlem of the reintegration into the
gconomic rife of the aree of approximately onz million additional people. To do
this it 1s necessary to make some feirly simple projecticns into the imzediate
future of trends in population growth, naticnal income and other significant
gconomic magnitudes. It should be emphesized that this sppraisal is not a
forecast of what will havpen, but a projection; on what zppear te be the most
reasonable assumptions, of certain significant trends. By this means Tne
cconomic order of magnitude of the problem, and therefore of the steps needed to

overcome 1%, are estsblished in as raticnal a mammer as is possible.
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8. The esgsential conclusions of this study cen be stated in fairly simple terms,
though the calculations and procedures by which they have been reached have been
:omplicated and laborious. However, a brief account mey be given here of the
procedures employed in arriving at the conclusions set out in the following
paragrapns,
a. Uging the year 1955 as a base year, the growth of the population and labour
force was projected for each country te 1970. Cn the bzsis of the estimated
regults for the years 1950-19%5 and other consideraticns, gross national product
wasg then projected for each country. Gross and net domestle savings were
projected for the same periond. Estimates were made for each covntry of the amcunt
ol new investment neaded to epploy an sdditional worker, and this figure, together
th the estimeted increase in the labour force, nrovided the basis for an

estimate of total investment nesded to employ the additional labour force and

M

aciieve a modest ineresse of per capita income. Taking into zccount both domestic
savings and the expected inflow of privete forelgn capitel and outstanding

foreign oificial firancial commitments, and comparing the result with the total
lnvestrent required toc absorb the labour foree at an accelerated rate of

N

development, =n estlimat

was reached of the sdditional foreion investment needed.

Y

The Poleztine refugees were then ftaken into sccount by considering those among

thenm of working age as an additicnsl labour force to be reintegrated intc the

zoeonony, necessitating arn additional investment the sirze of which could be simply

caleculeted on this established besis. In order tc arrive at more realistic

quantities, the figures were alse broken cowa into r

10. Put in the simplest and most gensral terms, the anslysis indicates that
hae P

for the area zs o whole the labour force, exelusive of the Pazlestine refugees,
e

lion betwesn 1900 end 1970, Yor thils

may be expected to incresse by 5.5
increase in the labour force To be absorbed inte productive employment so that

per capita incomes will continue Lo increase st a medest rate will require over
the period new net investment from 2zl sources of approximately $12,000 millien.

11. The funds necesssry t¢ Firnance such investment way be considered as coming

from twe rgjor sources: domestic savings and varicus flows to The ares fronm

cutelide. Tobtal availsbility of canital, nowsver, varilss substantlally from

country to country. Some countries of the ares are capital-deficit countries

even excluding any Investment for the reintegration of rafugees; others, the
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major cll-producing countries, are capitsl-surplus countries tecause of the
revenues arising from an expected increase in oil production. The capital-deficit
countries are those of greatest population coacentraticn and include those in
walcn the refugees are situated. Their dependence on outside capital to finance
part of their developnent, in order to schieve s modest rate of increase in

per capita income, is likely to increase. Both provinces of the United Arsb
Republiec, which in recent yesrs have heen able very largely to finance their own
development, will no lcnger be able to 4o s0 and will have to rely inereasingly
on outslide capitzl to finsnce the srplovment of thelr growing labour force.
Lebancn may also be expected to look to outside sources for some of its

development. Jo

-

rdan, as in the past, will anave to rely on foreign aid for almost
the full amount of its investment. Isrsel, esPecially in view of its officially
2atimeted further inflov of immigretion, will stand in need of capitsl imports

cn a large scale as in tne rast.

12, In consraszt, oil Zncome in the cil-producing ccountriesz is expecited to

increase substentially during the pericd uvnder considervation. This is egpecially
true in the lavter veri of the 1900-1970 dccade. Iraq, which since 1952 has been
gellf-sufficient Tor capiital nesds, will probably become a capital-surplus counbtry;
50 will Baudi frablia, though to a lesser extent; Kuwslt, along with the other
cll-producing shelxzdcms of the Persian Galf, will experience o vast increase in
the sgize of its present cepital surpius. Decending on whether the lower or the
higher oil-revenue estimates are uwtillized, the over-all surplus is expected Lo
be in the order of masgnitude of $5,§CO millicn or $8,200 million, respectiveliy, in

the pericd L9EC-1970.

13, Considering for the wmowment the sres as s whole, zand assuming per
intra-regicnal moblililty of capital, fTotel availsbility of investment rescurces

in the aresz woula depend on The selecticn of oil-revenue estimatez. I the lower

sgtimates ore used, gross savings of the 7,000 million., OFf this

.

quantity some $5,500 million would be reguired to make good depreciation of

czpltal so that shout $12,20? millicn would be gvallable for new net investment,

Adding to this the flow of foreign estimated at $1,050 million, we have
a total net availability of capitsl in the srez as a whele of approximavely
$15,000 million, This lesves a net surplus of 2,000 millicn. If, however,

the higher ofl-revenue estimates are used, the nebt surplus of capitel in the

a

arsa beccmes 55,000 =mililon. It is to be noted, however, that the avallsbility

‘i
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of capital surpluses shown above represents a highly favourable and therefore
an extreme view. The other extreme is that oil-revenue surpluses do not become
available for investment in the capital-deficit countries of the area. Under

this alternative assumption, and in order to achieve modest increases in

3

er capite incomes, the capital-deficit countries of the area will need
epproximately $3,0C0 million in the periocd 19G0-1970C.

14, It is uszeful to remermber that the Middle Eastern countriles included in this
stuady fall, meinly from an ecopomic point of view, into three groups: the coil-
producing Arab countries, the non-oil-prodﬁcing Arab countries, and Israel, Our
anslysis shows that, for Israel To provide employment cpportunities for the
increase in the labour force (inclusive of officiel estirates for immigration)
in the period 1960-l970, it will need a totel capital investment of approximately
$2,000 miilion. Cub of this guantity, a fcreign capitzl inilow already assured
is expected to meet about one half, leaving & deficit clese to one billion
dollars which, for the purposes of this analysis, it 1s sssumed would be obtained
by Isrsel, as in the past, from sources cutside the area. Thus, the $5;OOO
million capital deficit referred to in paragranh 13 above, exclusive cf Israel,
beceme $2,100 millicn.

15. If, for the sake of clarificaticn, we now concentrate on the non-oll-
producing Araz countries {United frab Republic, Lebanon and Jordan), we discover
that in the pericd 19C0-1970 they are exvected to save cleose to $6,800 million,
$5,lOO million of which would be needed to maintain the capital stock. This
means & total net savings of spproximately $3,700 million. To this we should
add a sum of zboub $TCO millicn, which represernts expected receipts from
forelgn sources, giving z total of invesiment furds of approximately

$4, 100 million. For these countries to create employment coportunities for all
the natural incresse in the labour force and teo ensure slightly better living
conditions for the people, they will need addifional investment resources in the
mzgnitade of $2,100 millicn.

- o

0. The stm of 22,100 millicn sgheould ne reswrdsd as o miniim in thet 21 is

»
7

oy

ased ¢

r the sssumpiicr of modest increases in income., 1In all thege countries

s

er capita incomes sre lov znd in some of them there is considerable under-

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

/en
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over that envisaged is much to be desired, and it may be énticipated that, with
better prospects for a steady capital inflow, some of the development plans which
Govermments 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 Industrizslizaticn might be necessary in order to overcome the problem of
under-employment and to make it possible to reslize the maximum benefits of
improved agricultural technigues. Given = will on the part of the non-oil-
vrcducing Areb countries to take the necessary nmeasures to promote eccnomic
develcpment, the limlt to the possible rate of growth is more likely to be set

by the availlability of capital than by cother factors. It is, however, important
to note that, strategic as capital is in the procesé of development, the rate

of economlc growth is also sericusly affected vy such factors as the preparation
and execution of specific projects, the supply of skilled labour, and the
possibilities of sceisl adaptation to technological changes, not to menticn the
political factors.

17. In the light of the consideraticns set out above, 1t may be stated that an
increase in the volume of capital for the non-oil-preducing Arab countries, of
the order of 20 per cent above the modest rate used as a basls for estimating
minimum capital requirements between 1950 and 1970, would significantly increase
the rete of eccnomic development. This“proposed 20 per cent increase represents
s sum equal to $1,300 million, and is derived from a total capital of

$6,500 million estimated to be the minimum capital requirements of the non-oil-
producing Arab countries. TFollowing thils approach, the total capital needs of
the non-oil-producing Arab countries, at an accelerated rate of growth, would
become $7,800 million, $4,L400 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 millicn. '

18. It is not necessary for our present purpcses to attempt a measurement of the
favourable consequences of an enhanced rate of econcomic development. Suflfice

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 develcopment. Moreover, such an accelerated rate of growth would greatly
assist In the establishment of & lsrger =nd more steble eccnomic base at higher
levels of income, and create better emplcoyment opportunities and_a more attractive

climate for investuent.
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19, Turning again to the region as a whole, if we now ccnsider the approximately
one million refugees as an gdditicnal populaticn te be reintegrated with the
region, an additional investment will be needed. We shall assume that such a
reintegration takes place under conditions which would at least meintain the
level of per capite incomes resulting from the ekpanded volume ¢f investment
discusged in parsgrapn 17 above. We may then suppose that the capital cost of
providing cne Job for the refugess, within the context of such improved conditioms,
is $3,300. This figure, which represents the simple capitasl-labour ratio for the
aree, 1Ls very close to other estimates. Wow, as the present refugee population
represents a labour force of approximately 380,C00C which will increase to 500,000
by 1970, the ftotel capitel investment required to reintegrate the refugees by that
date would be approximately §1,700 millicn. It will be recalled that in
paragraph 17 above it was estimated that the non~cil-prcducing Arab ccuntries
would nave a capital deficit of $3,400 millicn oy 1970. Taking this amount
together with the % T0O0 miilion estimates as necessary ho ﬂ@lntegrata the refugeses
wherever this may be within the arse, a %otal capital shortfall of $5,100 million,
exclusive of the capital surpluses of the oil-producing countries. It is to be
expected, however, that a significant part of this capital w11l c.me from the
capital surplus derived from oll production finding increasirg crportunities in
the non-oit-producing countries.

20. The plcture which emerges then is one of a region with great develcopment
potentialities, ultimately capable of wmeeting a large part, if not &li, of its
capital requirements. To bring the picture more sharply intc focus, however, we
must take into zccount two other circumstances. On the one nend, we must
distinguish clearly between the capital-surplus and the capital-deficit Arab
countriez, On the cther hLand, we must recoznize that, 1f an accelerated rate

of development is to be initiated and sustsined, there will be s congiderable

gap In investment funds in the inmediate and early steges which will have to

be filled by funds from cubside the area. Ia the longer run, the extent to which
these capital~-deficit Arab countriss will attrect investment funds from the
capital-surplus Arab countries of the ares will depend largely upon thelr success
in starting and susiaining thelr economic development on a scale sufficient to

create an adequate demand for the employment of their availsble rescurces,

foon
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21. The foregoing analysis dealt with the entire 1660-197C pericd, with a view
to establishing corders of magnitude in regard %o the total capitsl reguirements
ané availabilities cf the Arab Middle East and to providing a background for an
assessment of the potential eccnomic growth of the area. To gain insight into
the immediete and so inte the wore urgent problems, however, it is necessary to
focus avtention oo & shorter pericd, extending to 1965. Thus, the crucial question
which remains to be answered is, what scale of invesiment iz required to achieve
this more immediate objective? Our estimetes show thet by 1965 the non~oil-
producing Arzb countries will need to provide for an additional labour force of
approximately 1.8 million which will require, at an sccelerated rate of growth,
a net investment of $%,900 million for their employment. Out of this amount, net
domestic savings will supply approximately $1,900 million and expected foreign
capital inflow $500 million, &dding to =2 total of $2,400 million, This would
leave a shortfall of capital of spproximately $1,500 million. Over the same
perilod, the cil=prcducing Arab countries of the area may be expected to have a
capital surplus of over $2,0C0 million and it may reasonably be supposed that a
'substantial rart of this surpius will be invested in the capital-deficit Arab
countries.
£2. To provide the means for productive employment to the Palestine refugees -
irrespective of where in the area they may bve integrated - would require by 1965 an
gdditional investment of $l,5CO million, The total shortfail of capital by 1965
would then be of the order of $3,000 million. If we consider this amount together
with the shortfall cf the non-oil-producing Arab countries and the expected flow
of capital infto these countries from the oil~producing countries of the area, we
may cbitain an indiceticn of the scele on which capitsl from cutelde the area would
e needed during the next five years or so0. The shortfsll thus to be made good
will be of the order of $1,500 million to $2,00C millicn.
£3. If within the next five years foreign capitsl of this corder of maegnitude is
actually invested, it would - together with capital likely to become available from
within the area - create & demand for labour sufficient to abgorb, with rising
per capita income, the increadse in the labour force arising from the growth cof
population in the United Aradb Republic, Lebanen and Jordan. Furthermore, it would

alsoe give equally productive employment to the Palestine refugees, lrrespective of

) o
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where in the area such employment may be created. After this initial pericd, the
need for capital from cutside the area might be expected 1o diminisgh considerabvly.
This decline in the need for outside capitzl would be an expected conseguence of the
increase in the pace of econcmic development and the rise in the dcmestic supply of
capital as & result of the genersl process of ecconomic develcopment, as well as from
the growth of ¢il producticn.

2L. The reintegration of the Palestine refugees into the surrounding economic

life of the area is possible only within the context of general eccnomic
development. This condition sets certain economic dimensicns to the problem. What
those econcomic dimensions are, in terms of capital investment, has been
approximately indicated. No attempt to desl with the problem on a scale
considerably smaller then this analysis suggests can hope to be more than partially
successful. There are, however, two critical aspects: the scale on which
investoment needs are conceived, and the timing of the investment. An immediste
investment from outside the area in the order of magnitude indicated in paragraph 22
is a necegsary condition tc start the process of econcmic development on a ‘
sufficient scale,

25. The rate of economic developmeﬁt 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 g liability but

as an asset for the future. The more rapidiy the refugees could be productively
employed, the greater the contribution they would make tc national income and thus

also to bhe asvailability of domestiec capital.



Table 1. Middle Fast: projected rates of growth in non-oil-preducing countries, 1960-1970
(valuss in millions of U.S5, dollars =znd population in thousands, unless otherwise indicated)

Eoypt Syria Lebanon Jordan Israel Total
Population
1960 & v v v v e e e e e e e e e 25,541 L, 560 1,601 1,056 2,126 35,284
1965 « v v v e e e e e e e e e 29,465 4,179 1,813 1,200 2,568 40,2350
L 33,706 5,924 2,080 1,372 2,995 46,077
net cumulative increasc 7,765 1,364 Lo 316 864 10,793
Labour force
1960 4 v 4 v v 6 v e s a e e e e 9, 9l 1,748 61h Los 1 13,452
1965 ¢ v 4 v e e e e e e e e e 11,192 1,967 691 456 871 15,177
1970 4 4 4 v v 4 4 v v 0 v . 12, 7Ck 2,233 T84 517 990 17,228
net cumulative increase . . . . . 2,760 LE5 176 112 ahg 3,776
Gross national product
Y o 3,315 679 583 166 1,681 6, hok
1965 4 v 4 v v w e e e e e e s 5,8h2 866 Tl 1488 2,031 7,671
1070 4 v 4 o 4 o v 4 v o w e s Louig 1,117 961 215 2,365 9,08C
gnnual percantage increaassa
(1950-2956) v & v v o o o o 5.0 10,0 7.0 5.0 13.0 _—
annual percentage increase
(1960-1970) v v v v o « 4« . 3.3 6.5 £.5 3.0 b1 -
Grossg per capita income
1060 5 s v 4 4 b v e e e e e e 128 149 364 157 7ol -
1965 4 v v v v e e e e e e e e . 130 167 409 157 791 --
1970 v 6 v v v v e e e e e e e e 131 189 hoo 157 791 -
Gross investment, annual average
1950-1956 . . . . .. v . . 3hp T0 70 11 508 8C1
Gross investment as per cent of GNP,
annval average 1950-1956 . 13.0 15.0 18.0 9,0 30,0 _—
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Table 1 {continued)

Boypt Syria Letranon Jordan Israel Total

Total gross domestic savings _

1960 & v s e e e e e e e e e s e 365 88 58 2 09 579

of which necessary for depreciation .  (166) (3k) {29) (6) {59) (2ah )

1961-1965 . 4 b v v e w e e s e e .. 1,504 512 338 48 32% 3,215

of which necessary Tor depreciation .  (SC6H) (197) (169) (33) (z23) (1,628

1966=1970C v v 4 4 o s v e e e e e e . 2,307 65k b33 55 350 5,839

of which neeessary [ow depraciation . {1,CL9) (252) (216) (39) (390)  (1,5k6)

1G60-19T0 v v v v v e v e e e e e e . H,BE6 1,254 829 112 772 7,633

of which necessary for depreciation . (2,121) (L83) Ay (78) (772) (5,868)
Cross savings as per cent of GNP

1960-2870 & v« 4 v e e e e e e e e 1.0 13.0 10.0 5.0 3.5 --
Depreciation as per cent of GNP

1960-1870 & v v v v v e e e e e e . 5.0 5.0 5.0 3.5 %5 -—
Total net domestic savings

O 194 5h 29 3 0 281,

1961-1965 . . . v e w e e e e .. . 1,088 315 169 15 0 1,587

1966-1970 & . v v e e v e s e e . . . 1,258 Lop 217 16 0 1,899

1960-1GT0 & v v v v v e v v v v o .. 2,545 771 415 zlh 0 3,765
Total consumption

1960 o 4w v v e e e e e e e e e . e . 2,950 591 525 157 1,622 5,845

2965 v 4 v v v e e e e e e e e e - . . 3,b10 75% 670 179 1,960 6,981

1970 & v v e e e e e e e e e e .. 3,032 o72 865 2Ch 2,286 8,255
Per capita consumption .

1360 v v i e e e e i e e e e e e e 11k 130 328 149 6% --

1965 & i i e e e e e e e e e e e e e 116 145 369 149 763 -

L 117 164 b16 149 763 --

Fet investment necessary to create
~. one job (U.5. dellars) . . . . . . . . 1,400 1,350 5,0C0 L, Coo 8,c00 --
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Table 1 (continued)
Doynt Syris, Lengnon Jordan Israel Total
Fumber of jcbs that can be provided
with the expected net domestic
savings
19650 @ v v e v e e e r e a e e e e e 142 28 6 0.750 O 176.75
1G61-1965 . 4 v v b e e e e e e e e 777 162 3h 3,750 0 976,75
e O 899 206 Lz b, Ccoo O 1,152.C0
196C-19TC v v v« 4 w0 e s o« ow . . . 1,818 366 83 8,500 o) 2,305,50
surplus of labour
S 0 77 1L 7 $.250 25 129,25
1G61-1905 & v 4w e e e e e e e e e s 7L 57 b3 4Yr.250 130 ThE. 25
1G66-19T0 & v v 4 e e e e e s e e e s 613 60 5O 57.0C0 119G 899,00
1960-29T0 v v v s o e 4 4 v s e e e s 1,161 128 100 113,500 274 1,776.50
Capital necezsary to employ surzlus
labour force
1S60 o v v o i e e e e e e e e e 108 21 35 37 200 ho1
1561~1905 . . . 4 . e e e e e e e .. 65T 111 215 189 1,0h0 2,01,
L966=197T0 . v v v v e e e e e e e 858 117 250 228 952 2,405
196C-19T0 & v v v o v e e e e e ... 1,625 2Lg 500 Lsh 2,192 5,020
Bupected inflow of foreign private
capital
e o 0 35 0 8¢ 121
1961-1855 . . . . . . . 0 0 215 0 430 Glhg
1966=10T0 . v v e e e e e e e e e e 0 0 215 0 130 645
1900-1970 . v v v v e e e e e e e O 0 465 0 oLé 1,011
Cutstanding officigl financial
commitments
1960 4 v v v e e w e e e e e e e e s 8 12 o) 0 100 190
1961=1005 . v v v e e ke e e e e e e 60 81 O 0 58 199
1966=19TC . . . h i e e e e e e e e 0 51 0 0 0 51
1G50-19T70 & v v v v e v e e e e e e . 128 RPN 0 o 158 LLo
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Table 1 (continued)

Teypt Syria Lebanon Jordan Israel Total

Reguired foreign officlal financing
1560 . . . . e e e . 30 9 0 37 1k 90
1961-15A5 . e - e 599 30 ¢ 189 552 1,370
1966-1970 e e e . . . . 858 £6 55 208 552 1,7CG
1960-1970 . . .. 1,487 105 35 L5k 1,088 3,169

The following exchange rates were uged for the dollar:

gyt
Syria
Iebanon
Jordan
Israel
Irag

™
oo

Sl
L
JpD
iL
iD

LI I B R 1 4

0. 36
3,58
3,20
0.36
1.80
0,36

Other oil-preducing countries:

originagl figures in doliars.
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Table 2. Middle East: projected rates of growth in oil-producing
countries, 1660-1970 (values in millions U.S. dollars and
population in thousands, uniess otherwise indicated)

Kuwalt,
Saudi Bahrain
Iraq Arabia and Qatsar Total

Population

1360 vovenenncersnnarsonssssnassseenes 0,515 6,650 0% 13,568

1965 tieenvonenas B 1. Tol ¢ 73554 k59 15,413

B 8,465 8,641 524 17,630

net cumulatbive iNCrease seesesessesses 1,95C 1,901 121 4,062
Labour force

1960 wesunsrosrvannnenans fesertevesnas 2,468 2,549 155 5,202

1965 wenessannanssasrasevsananncnnases 2,811 2,869 174 5,854

1OTO weuusncanaseananssseanscoraannanss 3,191 3,257 197 6,645

net cumulative INCEE2EE sevvaresreesres 693 708 42 1,443
(Gross national product

1960 wevnenerevrvavnnreennans resesasns 1,188 669 574 2,431

15965 D F T TR P T PP PP 1,515 854 739 3,108

1970 teunnanasosnsennanuacnoncosasnnns 1,935 1,090 953 3,978

annual percentage increase (1950-1956) 13.0 40.0 ves o

annual percentage increase (1560-1970C) £.3 6.3 6.6 -
Gross per capita income

1960 vravesnnessrossranccassncnssnnnss 182 101 1h2 _—

1905 teuvvcrsrsesesvacnansasnssansanso 205 113 161 —~

1970 seeeesnascasnasnnna trsesarsrensse 22G 126 182 --
Gross ilnvestment, annual average

19501950 svsenncrsosevesssassonsanaan 132 L5 . 177
Gross investment as per cent of GNP,

annual average

1950-1956 4seareavevosncronssronnnnnnes 17 13 ire -
Total gross domestle savings _

1560 verensnncnans Ceeeeecsaesaeceaeens 249 153 287 689

of which necessary for depreclation .. (59) {27) (20) (L06)

1961-1G05 suussrvansnssnncossnarnesanns 1,442 897 1,721 4,060

of which necessary for depreciation .. (3ul) {159) (121) (624)

15661970 vuvrveesnvannsonnans caserens 1,854 1,157 2,210 5,201

of which necessary for depreciaticn .. (L40) (205) (155) {800}

1960-19T0 suvuvvonenansnnnnen Crvavenes 3,545 2,207 4,218 9,970

of which necessary for depreclation .. (8L3) (391) (296) (1,530)
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Table 2., (continued)
Kuwait,
Saudi Behrain
Iraqg Arabia and Qatar Total
Groas sevings as pér cent GNP
1960=19T70 veuvoronsansoscnnrncen e 21.0 20,0 50.0 --
Depreciation as per cent of GNP
1960—1970 L R R N N N ] e 5-0 5'5 5‘5 =
Total net demestic savings ,
1050 uraraesnnesnstancnnennnnas e 150 126 &7 562
l96l“l965 EE R R s ena e 1;098 58 lJ6OO 5)&56
1966-1970 4640 L] "n e l)ul; 952 2}055 hjugl
1960—1970 # e rd AR AN A s gasE s AR I AES ] 2,702 1,816 5)922 SJMQO
Total consumption
1960 LI N N N R N I RN A A Y S A I ST RS I B I | 959 5l6 28? 1)742
1965 LR LT O B R R N I LT R B R B T R R ) " - - s d @ l}lg'? 665 569 2’229
1979 I NN N R R R ] P R 1)529 872 ']4'76 2.‘877
Per capita consumption
1660 vasas ves cirsaeass 1l 78 TL0 -~
1965 sas e avd e r st s ananw 162 88 800 bl
1970 LR N A T aarmern 181 lOl 910 ™
Net investment necessary Lo create one
Job (U.8. dcllars) seeevsacens Cearnas 2,2L0 1,790 1,800 -~
Tumper of jobs that can be provided with
the expected net domestic savings
1960 LRI A R R A R A A A A N et e tod N 85 70 luB 305
1961-1965 vuvvurns vereans Lgo kig 88s 1,791
1966-1970 vuwunnnns . &AL 532 1,142 2,305
1OE0-19T0 sunrnoosonsnnnnsoanns ceaee 1,206 1,00k 2,179 . b,39%
Surplus (deficit) of lsbour
196’0 EE R R A YRR "29 "'lli' —l)';'ﬁ -'1'86
19811965 vueurrvonararsacsassnonnnns -177 - 92 -870 ~1,139
1966‘1970 s e e LN I R BN Y "'(351- "-]-'LH'}' _lJll,? -1J512
LG50m1970 waus v eaees -457 -250 ~2,130 -2,837

fooe
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Table 2, (continued)
Kuwait,
Saudi Bahrain
Irag Arebia and Qatar Tctal
Surpius capital available for investment
1960 LI BN I I BTN B B B L B B BB B N BN O N RE BN RN BN RN RN BN ] 65 25 257 5L|.7
1961-1965 L N N N N N R L] 596 165 l)566 2J127
1966-1970 -------- L IR BB B IR B R N R B Y BN N ] 562 258 EJOIO 2)850
1960-1970 2P Y E B aa L R I RN B BRI B NI Y 1}023 J"')'J'a 5)855 5)50""'

The estimates of income, domestlc savings and surplus capital available for
investment reflect estimates of oll productlion and income based largely on a 1958
unpublished CEEC study. The conelusions of this siudy are more cconservative than
cther estimates such as the projections of Middle Fast oil productlon published
in 1958 by the Chase Manhattan Bank. According to the Chase Manhattan projections
of il production, the 1960-197C surplus cepltal available for investment would
be over $8,000 million instead of $5,300 miilion. For more details, see technilcal
appendix.

ons
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Table 3. Middle East: regional totels and Palestine refugees, 1960-1970
(values in millions of U3Z dellars and population in
thousands, unless otherwise indicated)

Hiddle Palestine
Bast Refugees
Total
Population
1960 o v 4 v v 4 4 v e s e s x w e e . . . . WB,852 1,021
1965 o 4 v v v v 4 e e e b e e e e e e e e e e 55,043 1,160
1970 « 0 o o o s v 4 b s 4 a o n e s s e w . 03,707 1,327
net cumulative increase . o « « o« 4+ « 4 . « 14,855 306
Lakour force
1960 4 & o v o « 2 o « s 2 6 s s e s 4 4 o« o 18,654 . 391
1965 4 v 4 v v v e e e e n e e e s e e e e s . 21,031 Lo
10TC 4 ¢ 4 v v s 4 4 4 e v s e s s e e s e e . 23,873 500
net cumulative increase .« + v &« o 4+ 4 4 0 o s 5,219 1co

Gross National Product
1960 & 4 & v s« « o 4 o b e s s e s s e 4 e . 8,855
1965 v v v 4 6 4 m s e e e e e e e e e e e . 10,779
1970 v o 4 v o v e e b e e e e e e e e e e .. 13,058
annual percentage increase (1550-1956) . . . . --
annual percentage inereazse (1960-1970) + . . . --

Gross per capita lncone
1960 « v v v b a v e e e e e e e e e e e s s --
1965 4 v v v v e s e e e e e e e e e e --
1 1 --

Gross investment, annual average

195C0-2056 & v v v 4 s e v ke e e e e e s s 378

Gross investment ag per cent of GNP, annual average

1950-1956 v v v v v v 4 e m e e e e e e e e -

Total gross domestic savings
1960 & 4 v v 4 4 s 4 4 a e s e s e s 4 s s« 1,068
of which necessary for depreciaticn « . « .+ . (4co)
19611965 & 4 v 4 v e v s e e e e e e e e e 7,275
of which necessary for depreciation . . . . « (2,252)
19E6-19TO v v & s o o » = = o o o = o « s » « 5,060
of which necessery for depreciation .+ .« . .« & (2,746)
1960-1970 & v v v v v s & s« s s 4 . e+ o s 17,603
of which necesssry for depreciztion .« « « « » (5,398}

Gross savings as per cent of GNP
19 60"‘1970 " . L] [ » - L] » - L] L] L] . L] . - * L] -

i S
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Table 3, (continued)
Middle Palestine
Eest Refugees
Total
Deprecliation as per cent of GNP
1960"1970 L R I I D O D T D R N B -
Total net domestic savings
1960 L] L L] . - L - L) L4 L) .’ * [ ] L] * L4 . LJ L] . L4 867
1961"1965 A4 * F 4 ¥ & » B " B * & * ¥ ¥ ¥ o= @ 5, 023
1966"'1970 4 & 8 4 & F 3 F B & 3 4 F &2 & 2 2 @ 6, 520
1960"1970 « & 4 & 4 ¥ ¥ & e P & ® & & » 2 2+ # 12, 205
Total consumption
1960 - . - . . »* - . » L] " a - + - * L] * L L] * 7’ 587
1965 a - - [ 3 - L] L ] [ ] - L] L4 L] - L] L] * [ ] » » [ ] a 9.' 210
1970 L I S I I I T N D T T T R Y T R R ll, 136
Net investment necessary to create
one jOb (US d.OllarS) L T O T T R T Y 2,115
Number of jobs that can be provided
with the expected net domestic savings
1960 LI T B . & » " e s B 4 ¢ & % & & 5 & 1"'80
1961" 1965 [ T N 2 DY D DR I Y R D L I DY T R 2, 768
1966-19TC & ¢ ¢ o s ¢ o a 2 s o o s ¢ o o » o 35,457
1960"1970 " 4 4 & & & & & B B & & ¥ a2 ¥ » s & 6, 705
Surplus of labour
1960 L L] L » L] L L] . L L] » » L] [ ] » L) LJ [ ] L] L L] 129 591
19 6;"19 65 (IR L B A L I D D T L I I B R 71“8 14‘9
1.960"1970 * 8 % & ¥ & & 4 9 B+ 3 & & 3 & 2 899 60
1960-1970 o o o s 5 » o o o o o o s s 5 s o o LTI 500
Total capital deficit (non~oil-producing countries)
1960 LI I I I DR 2 I R T I T I T B R O I R R B 90
1961' 1965 ¢ B & ¢ & & & B B2 B2 2 4 T & 2 8 @™ l'u 570
1966-1970 # &+ & & ¥ 4 & B 2 & » W & ¥ 2 & & = l, 709
1960"19?0 * 5 % 2 B & & & + & W 2 " & 3 s & 2™ 5,169
Total capital surplus (oil-producing countries)
1960 - » * . L] L] * - L} L ] L L L - L] L L4 - L] L] " + 51"7
1961‘1965 [ T SR I I I D D 2 R R D D T I t 2, 127
1966-1970 e 8 & a s s v s e & s e s n s e st 2, 850
1960' 1970 LN B L . 4 4 % & s ¢ *© 3 + 5, 30&'

foes
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Table 4. Capital requirements and c¢apital availabilities of the Arab Middle East,

including Palestine refugees, 1900-1965
(millions of US dollars)

Noneoil

Arab countries~ Arab countries—

Palestine
refugees ©

Total Oil~revenue Total surplus

Total capital defi¢it
1960 veuas P —_— e
1961-1965 cenven- .
1060-1065 verienenss

Total capital surplus.
{oil-producing Arab
countries)
1960 wenea cesenanve
19E1-1965 seaecsnnns
1960~1965 cassesnssrs

Net capital position of

the Arab Middle East
1960 mvrsensssararer R
1.961"1965 sesmersber

1960=1965 veatenvaras

~1,280

-1,hk52

deficit surplus e/ or deficit
OBEEC d/ aBY OBEC CMB
~1,46h
‘11531
‘2:995
* 3hy o+ 295

+2,107 +2,612
2, 7h +2,907

-1,117 -1,189
t+ 5956 +1,081
- 521 - 88

E/ Minimen capital requiremerts:from outside-in order to employ the natural increase in the
1aoour force under conditlons of a modeqt rise in ‘inccme.

E/ Additlonal capltal needed to accelerate the rate of econcmic development.

E/ Based on a capltal—labour ratlo Df 43,360 which is the ‘simple averace for the area.

gj Based 1arge1y on OEEC proaectlon of Middle Fast oil production.'

g/ Based on the Chase Mannattan Bank progection of Middle East 011 productlon.
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