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AN EOONOMIO SURVEY OF TEE MIDDLE EAST 

. - • ~6:April i950 
p.: . 

; " ' "" ":" " n our studie~ this year you .have hqar, a-- - much 
..... G~EEAL KOL~,L~N," ' I " ~rom the political and the strategic 
discussion on ~the Midd!e~ East . _ 
.v~ewpeiht. ' Tl~,£ s mornin~ we Will have~tsan~ ,opportUn~tYposltiontO spotlighta lone 

• this ~re~ from the economlc side. ~eog'raphlcal 
~ould~make this part of ..the world of particular ,int,ere:st to the- 
military s%udentand to the United States and its allies, 

• ker is Mr, Gordon R, OZapP.:~/brings~~t~ 
Our distinguished spea . . • .-. '~ ..... ~÷.4n~ "thi's ~ "strategic" 

to us bot-h flrsthand,and r~cent in.~-orma:.~on ~~°~he~n~ted. Nations' " 
• v e i l  a s  c ~ ~  . •, . • • area. Just l astTY,~,ar lle set_.. <: ,i'=&~ $is~ While on this mission, 

EconomiC Survey • Miss.!.~n ~or ~ae:~=Lebanono 
his base Of 0pera~ions was at ~~.tru~, 

M'r. Clapp is-promlnent in ~he field of education and public- 
a~ministret~on. Z.t is an honor to have you with us, Mr. clapp, and' 

to welcome you t a. this platform. " :' 
- i . .. . 

"MR, 0LAPPI: Thank you, G~,ne~l H01man. Gen$1eme~, the United 

Nations Economic S~irvey . Missal°n- r blems.Was organlzed.The i_mmediateand sentpro.bl.eZtO .t.hethatMiddlewe were 

: E a s t  to tsk4 a l ° ° k  a t " , t w ~ ] 7 ~ =  + ~ , . ~  a n d  resent stat,us~of s o m e  _ . . . .  . 

• . ' ab refu ees, the aftermath of .... ...... Isr 
50"000 Ar g also asked to look into Zhe;,iong-range possibilities for economiC develop-. 

ment .in the Nest F~nstern':ce~ntrles that m!ghtthe~ helpstpbilitytO strengthen, of "thei-r the 
economies of those cou.ntr~es, to increase the ~ of'g°ve n-.&.er 
ments--most of N,,hlch were.newL-and to analyze :ossibili'tle~ 

zeloping 

capital sources that wou ldmake~ developments possible. 

I want to describe ~.s best I can the besic ~conomic conditions 
which prevail in those Oountries, I shall not b.urd~n~ let{ with a great 
many statistics, fez two re~sons: One 'iS t hat sts tiet'i~'s about the Near 
F~.stern co~utries are rather .ttureliable; and, second, e~en if I. gave you 
the statistics, as unreliable ss they are, i am sure thai'within a few 
months, if not todaY, they would be grossly out.. of date. 

" ~ r The Near Eastern..,~ountries. within ou .terms of ~ference.. ~. 
represent a very smsll spot.' on' the map. They include Leoano.n, ~shich 
is a very small .country i~.de'ed, heving, been created as a s"eparate 
republic out of south western Syria. .They include:. SY ri~'itsclf; they 
included Pslestln e, whleh politically, today consists in p~.rt of the state 
of Israel on the west.c~ast, along the Medlterrsneah, and Arab Palestine 
which for practicalpurposes isnow in the kingdom of Jordan 



by action of the Parliament of Jordan: they include Jordan which most 
of us b~.ve heard designated in times p~st ~s Tr~nsJorda.n; ~they include !raq and Egypt. 

.One of the importan.t facts about t,he economy .oft~it.h'ese Countries, 
I think, .is d,e'scr-ibed in the diaensions of their expenditures. !n thi 
country when we think of economic: development, we ~re SO aCCUstomed to s 
thinking in. large-~sCale ~erms related to oUr tremendous national income 
that the translation of those same ideas to the Near East Ss: inclined to 
overlook the small dimensions of these econo~nles 

Jordan, for example, has an annual budget of an~ amount-be~tween 
I0 and 15 mili:~on dOllsrsl Lebanon has an. annu~i national budget Shat 
may be around: 25'million ~ollers: Syria, possibly 40 or 50 million 
dollers...l am talking now about national budgets. ~he figures in some 
instances may include m-~u~l~le expenditures, but ~ore likely, not~ ,! : .  

~gypt, of course, has a -~uch isri~er annual budget, the last figure I saw 
was approximately leO m~lllon dollars; Iraq, possibly 75 million; Israel, 
the largest of all, including its developmental budget..coabined w~th its 
annual normal budget, including a guess ~s to "t '" " 
might run in exbesm ~f ~n~ ........ ,~ a. security expenditures ." 
~mportant on • .. --- .. o Aars a Fear°..Those ,f~ures sr~ l ' 

. ly as they zndicate ~ne small slze~"Of ti~ ,g+-~^ IL"~ -"----- " ' 
~he relative experience these governments h~ve::{n-pl@nning, projects and 
carrying out fiscal operations. ., .' - - , ,  

• The Pepulitioh of these countries, excluding Egypt, is about-12 
million. ~ypt itself has more ,than that, approximately 18 million, 

- -  . , - 

The basic, resoitrees problem of these Near .Eastern coumtries is 
tied up or is expressed'~.fl one word "water," The water supply i.r~ .all- 
t h e s e  c o u n t r i e s  i s  c r u c i ~ . l  o ~ O ~ h e t h n t i ~  e ~ o n o m y .  O n e  o f  t ~ , ~ . ~ a j o r ,  " • 
Problems t=~at we looked t s 

l " l " -- q , of ws~er su~oply and' .the 
possibil'ity, b~ engineering developments, of ~ringing a.bout, a. b~tte r 
use of ,.their available water supplies, and also the pos~sibility of ........ 
carrying.on developments, that would increase the W~terlsil~p!~,.~ A 
generalization about the water Problem of the l~ear F~aster~ countries 
is bound to be a faulty one. Let me mention each..cou~utry in pa~ticul&r. 

, ~gYpt's economy, of course, as over,zone .W~no~'~s i " " ""l " • 

to the water suool~z a:-~-~.~ ~ ' . . . .  ~ " " -~ * . l  " , .s tled d~r~ectly 

~v.e~opmen~. possibilities with,a, .shor:tage :: 

characteristic majo.r obstacles. The" Same is tru: wzth '' ii,.. 
of water supply for..a~grlcultural a, nd other purposes as ~qne oT., its..: ,i 

We h e a r  a g r e a t  C]~m"l ~I~'_..;.Z . . . . .  ' " . ' . . . . ; . r e s p ,  ec. t : :  t ~ , ~ , s r ~ e / : .  
. . . . . . .  u u ~ ~ ~ne posszb~l~ty-of making'Pal~stine the 

"l~,nd of promise.,' Some of that conjecture about its future is related 
closely to the possibility of organizing an.:engineering development for 
the Jordan Riv#r end all its tributaries, thereby making available more 
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wate~ :for ~rrlgation, more w~.te.r for domestIc consumption, and water 
for hy~dr~electric p~r~oses,: in which the whole Near Eastern region 
is Woefully deficient. But the prospect of brlnglng/that' about for 
the ben efi't separately of Israe l~or "separately for Jordan, or jolntly 
four ~.o~d~ n~a~d Israel, is in my jud@ment a very remote prospe:ct. 

sons why "i  say thi's. The most" Obvious 
. :. There are seve.al r e d  . .  ~ _~ ..... ~1.a~'be .draWn-~ul~mately 

: " - Wen if the eng.%neer~n6 ~e~ ~ . . . .  UId reasQn"~:s thiS ' ~ - - a _-__~l~ ~v. the Jords:n River system wo 
they ~.~.l~-a'ny' succes~fuA aeve,Ao~meu~ ..... -'jews and Arabs over the very 
requlr~ internstibnal ac.-reemen,t bet%~en the 
difficult question o~ how to divide up too li:ttle water to begin with. 
Coun%~e s that have not yet been able to agree upon boundaries have a 
few prob~,ens, to settle before they can agree upon the extremely difficult 
questi6nS of a division of scant water supply. W~.~In this country, even 
with~th,e availability of :our system of courts a~ad ~he mediating forCes 
of the Federal Government, are constantly witnessing long-drays-out 
argume~nts and disputes among our states about how ~,ter supplies, 
particularly in the West, sh~ll be dlvlded up: for the, benefit of whom. 

" . . Lebanon, a very small countrY, has the %:eat possib~litles with 

respect to water supply in terms of its populati0u :of all the Near 
Ees,tern countries, with the exception of Iraq which ,I shell come to in 
a moment.:,Lebanon has the Litani River. The Litani !h %~ver is wholly 

• ~ anon° ~ ~t iS a s~all river as"we are .accustomed 
within the boundaries o. ~eb .... ~ L .~ J~ ~ an excellent power 
~ ÷~:-~- ̂ ~ ~ era in this country, ..... ~- - :' ~ Le ~non Mountains 
river~ '.,As it flows"owt of Dne ~e~aa =~c. . . . . . .  through the 
and the Antl Leman6- u~Bange ind dr6ps to the Mediterranean 
mountains, bhere is ~h a space Of approximately ~o or 50 mlles:a drop 
in fall .of-aboat 2,500 feet, ~here ere-possibilities for ~.jor-dam 

~could produce up tO 250,000 .!~ilowatts 
construction on the L~itah i thattime control th e~wa~er f:or irrigation 
of electricity and;at th'e' s~ze • 
uses, with a w~.ter ;S~upply~ fnr in excess of the irrlgati6n n&~d~" 

C, '~'~ " the '0font.as i.n the 

western.part Of Syria and , p. . " .. of its trlbt~taries 
in the ~astern part" of Syria. And in the eastern":part of Syria, the 
area that is commonly known ~s the Jezira is s rainLT4~' area% a n~ral 
savanna in many places, with extensive grazing grounds. This area is 
,~ ~e~ v~l'v unse ttled, it h2s gr e~ t P°'S :ibilities ~If ~.~Ivel°pme~ff'°r: 

agriculture, for extensive ~.rrigatlo n closer ~0 ~ ~ " "'" " 

power poss{bi!Ities. 
l~nd of the great Tigris and Euphrates 

I r ~ q ,  o f  c o u r s e , ,  i s  t h e  . " -  w ~ - ~  ~.m~'ke, i t  p o s s i b l e  f o r  I r ~ q .  t o  __ 
valle s, Some day those two r~vers . . . . . .  - ~ . ~ .  Until those ~wo rxver~ 

Y~ . the blooming areas o+J ~ne ~aa~. =~" ~ the uDDer reaches be one of - - ~ ~ ~-~ -~ro~ ~,a~ ~ . . . .  
nd harnessed for z ~ u . ~  ~,,,~* a~e developed s- _ .......... ; ather slowly° 

for power, Iraq ~s developmen~ w~AA p~.uu~,~ r 
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~Jh~o.t are the obstacles to the d~v-l~m~-,nt f ~ -~, 
in those countries? Waivln~ ~^- - " ~.:_:_. .... o. a st.~n~er economy 
a n  a r m i ~ + 4  ..... ~._._, _ . _ --,-~ .u.~- ~.~. momen~ ~ne  ~ p r e v a l l i n . ~  s i . t u a . t i  , 

- - * ~  w ~ z c n  n a s - , ~ r o u , ~ h t  a n  end  t n  ~.h~ ~ ^ ~ + ~ 4 ~  b . .  on. g f  
Arabs ~nd the :lsrae.il.s, . . . . .  ..... .... ~ e ~  ae.~we6n. ~ne 

the"m.ejor obstacle .to large-scale economic 
development in thes.e countries, I think, can be. sttmned up this way: 

There is a serious lack of capital available to those countries° 
Most of us when we think of the Near East .and .its natural resources 
think' of one word "oil," But it is important in understanding the 
economic si.tu~tions of these individual countries ~o remember that of 
the ones I have mentioned, omitting $audl Arabia, the great peninsula 
to the south, Iraq is the only one of these countries that at the 
present, time has developed - oil, Syria:, Lebanon, and Jordan will gain 
soma advantage from the oil d.evel.opmenls in the ~'.earEaSt as countries 
of transit for the Pipelines t,~atcarry the oil to the Mediterranean. 
coast, but the amounts of .money they will receive in transit- rights 
will not make a very important addition to their annual available capital 
when measured against the capital requirements of their• economic .develop- 
ment possibilities, Lack of Capital is an importe~Ut obstacle, 

~here is wealth in these countries° The wealth is in the hands 
of a relatively small nt~nber, of people, i~ue te.xation systems are Kot 
very far adwmced as a-means of mobillzin~ capital for public develop,- 
mentso It i.s easy 'to understand wh, ~re r 
wea.lth finds its ~.; ~i'~, ....... , , . Y... r~ 1.-~ttle o~ the available local" 

• .,, -,,,u .u.~.~a± expenditure bud-;ets of the governments 
when you:realize ~,,hst the taxation System is, Egypt, for ex~aple,:only 
Within the lest year and-a halfpassed.~n income.tax law, The other 
countries do not have i.t.,., with "hh,~ exception of ~sr~el, 

But it.iseasy to understand, .as I 'say, wh loca -" " 
not find ,~ts wa~ into public de'~elopments or ~ - ~  ~ 1 cap~tal aces 

private auspices when we realize t~mt priwete loans from available local 
capital can co~mand rates as high as 20, and sQgercent . it is easy to 
understand why the investment cbmnnel does not carry any appreciable " ' • 
amount ,of this local cagita I into more modest-pa.ying investments° 
River develop.~ents don~% return eO or ZO percent In,direct return to 
the investors. Some of them can produce from 2 to 5 percent° Until- 
ways are found to mobilize local capital resources in those co'entries _ 
end channel "the~ 5y taxation and attractiveness of inve'sSment into local 
developments,, the lack of capital will be an important obstacle to 
Important economic development. -, :. 

A-notherma~or obstycle, whichwould exist, at the momefft at .... 
least,, even if capital were available., is, the ieck of technical 
competence among its Populations.. From t~t statement. I make the 
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immediate exception for EgyPt and for Israel. Israel has been able 
ew: economy a h%'g~ degree of 't eckalcal, profes sional 

e : z p ~ r ~ e n ~ e :  o v e r  a l o ' n @ e r  o e r ' l o a  or"  ~m ". = ' ,,- , % b,~;tter equlppe~d, withr :~ech~Ical,. people. . :. 
~ - . ~ " ~  " - a n d "  c o n s e q b . e n t l y  ~ "~ . . . ;  " ~ , - - ' - . ~ - A r a b  c o u n t r i e s  ~n  

-. ^ ,,-" .--'~'~,, '%ralrte'd'.-people, ~nan ~ . . ....:, 

the Middl~ ~st, " , "' . . . .  " 

, ; But in Jordan, Lebanon, and Syria, the technical peopl:&--engineers, 
agr£culturalists, and the like--are, in very small number. I think it is 
easF.~ o understand why. Nhen a society' is 'for'.med, primarily' of large 

le ~%a.verY 10w standard .of living on .the one hand ~nd 

Of th is  'relaC~-vely small~ group :.that. possesses' the major part of the wealth 
a , ...." " ddle, class gr'oup is' very, very small. . 
of the rcO~antry' the mi . ,, ...... ~ the reservoir from Which we 
~OU~Utry the great mld~le ~ncome. g~-u~y *~ trained and tec~hnically 
draw~our great numbers"Of professionally 

" " ;' e w~re 8v8 • " , ~' ~ ~ . ~ e  ~oun~riee, even ~f ther . . . . . . .  ~ ~mediate large-scale 
........ ~=:~nal obstacles in ~ne ~,~ . ~  -"~'" 

., t h e r : e  a re . -  a a u . ~ . ~ v  , . - • "" " ' 
. . . d e ~ e l ; o p m e n t  of t h e  natural resources of these countrles- 

:'~ .... :~ ~'" ': ~ "obstacle remainlng even~ if capltal:and personnel 
._ :. . . ~he major . .~ Ome is lack o ~ preparation and lack-of exper~enceo 

d , e : f . i c ~ e n c i e s  w e r e  o w , , r c  /: .. . . . .  ' " I ,  can illustrate that best', ~ think, by referring again t o  Jordan, One 
of the.,propOsals tliat the United Natior~s Eco~.omiC Survey~ Missi-on made 
as, an outlet, for ~he, idle manpower repr esented in the Arab refu~ees was 
a proposal to develop o n e  of the wadis, .the "#adl Zerka that flows into 

.Va:ll,'ey from the F~/s't. ::~n J6rdan the Wadl -Zeria i.s a very 
. the ~ordan " 6 . . a  erennial stream..It c'ould., b~:deveioped,. . ,  according 
small ,•s,tream. It i ,. P . ' ..... • ~ : rib experts on the mission, 

milllon.rdollars,,r~.eaulr!ng___ maybe two or thre:e " f o r t  0 : e:.s:~ima,:t e~appro~c~m~,ely,~fl "Our 'agr~cux~urefi~e ~and engines g stabilize ~he 

years to comple'te, That expenditure ~ould' •build a .dam, 
f.low'-OT the wadl, double the minimum flow lh the driest season of the 
year belo~ the dam, and thereby double the anount ~f land~ irrigated 
from that partic~Llar s.~ream. This estimate would also include 
reforestation of the dralnsge ~.rea of the W~'di, and provide for the 
i r r ~ g e t $ o n  c h a n n e l s  a n d  c o ~ , d u i t s ,  ne . .e&ed t o  c a # r y - o ~ t t  "~he~'~. u t I  . p u r p o s e .  

of the ,pro.~ect, 
• • " m i i , l ~ ; o n " d ' o l l a r s  s e e m s '  I i ; k e " a  "very~- 

- • ~:~x~'ct of five or six ' . . . . . .  ~es need if they 
. . . .  ~ ~u~- . f what ~nese cou~** i s 
:,small project indeed ~ n  t e r m s  o.. . . . .  r ~ - ~  ~t in terms of JO rdan . . ,  

• u their stanaar~ o. ~- A ~ s .  _ ; . ~ , e . i £ d e x , [ ' o f . . . & t s  abilX~Y 
a r e  . t o b r i n g .  9 .  , . . ,  . . . .  " ~ e ~  : o v  ~ n e  ~ ' ~ ' n ~  .. 7_: ~_,L.^  ~ . h ' ~ o n -  

t o  m o b i l i z e  a n  a n n u a ~  o u ~ $  . . . . .  ~ &  . c a r r i e d  o n  
dOilar'pro~eCt' in a period' of three Yeelrs, to • ' 

nal"b.~dget of "the en:t.~re government i's 'abo ut~:l~ to 15 . ,  • , ; ~ ' ~  , 

where ,the an~ , " , .,_~_. ~-~=..~n~:e~,-~gking~ - -, 
mi$1ion. ~ould' be a trem.enaous~2 .~. *6.N~ • :~ .. 

' , ' i . -' ' ,5 ....... ' 
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One can res'lize the scale of tha~ kind of a project,in- the 
persp~ct'ive of the Mi~.dle'East/encoh~o.~. 5y trying to imagine a.single 
project in. th~s cou~try, wh$ch, 'over a period of three: years, watuld - ~: 
require a~: ~~i~p:enditure of, say,' a 'third to a half of our total, Fe.deral 
budget. It ~;ould be quite e sizable project. Lack of experience:and 
lack of preparation for the type of projects to be built, therefore, 

' is an important ~obstaCle te~the future eoonomlc development of the 
countries of that area. •. 

Wha% are the prospects7 I t~iink the prospects ar~e reasonably 
good for the economic development of these countries, prev!~ed~.certain 
things can be brought to "pass, One of their ~ost Important~.current 
obsZacles %o a good beginning is the lack of a p01itical settlement 
between the Arabs end the !sraelis. Certsinly the lar~er develop- 
ments that require international cooperation in the Middie:E~st among 
the countries t~ere must have as a prerequfsite peaceful arrangements 
upon which ~-~build their negotiations in the field of economics, 

But it is not sufficient to state the obstacles in those terms 
because it was the jud~..ent of the EconOmic Survey Mis~sion that one of the 
most hopeful factors that would .help to 'bring about peace in the Middle 
East was the prospect of getting some small eConomlc development s~arted 
within the boundaries of each Country, There are many small develol~ments 
ready to start now, If carried 'o%t ~, they,can improve the prospect, of peace, ' 

There are many small. Pro~ec~s" that/reg~ir ~ relatively little 
capital end are within the kno~l~dge ~nd compet.en~ce of the governments~ 
of those countri4s~ Successful prosecution of theso works woul,d begin 
to enhan:ce -the prestige• of the tactical people they do have available 
and would begin to stlmul~te~ tl~epeopl& of those countries to/think. 
more deeply and intently about their economic opportunities., That-is 
a hopeful prospect~ :-~ 

It was along that" line that the Economic • SurveyMission made- 
its recom~nendations, We tried to discourage too much hope - either on 
the par t of th!.s country or the other highly developed countries of 
the ~,orld and on the Pa]rt oT the countries of the Middle East with 
respect to immediate large-scale, i~hysical development of their ri~ers and lands~ ' ~ " ' - 

. . . 

On the contrary,: w~e ~suggested that-the be~t w~y to bring about 
ultim~tely the'developme~t of, '~he larger projects ~ws/s for .these countries 
to begin with so~e of thesn"all p roj:ec~s at hand. If: those pro~jecSs can 
be begun, there will be an opportunity for them to tra.in mbre Reo.ple and 
to plan more intently for future projects of a larger scale. It will 
help to divert some of their attention from political disputes. AbOve 
all, any little project that con be carried to a successful conclusion, 
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having to do withwater and land in these areas, will add to the 
productivity .of those countries and thereby mahe them that much 
more livable. 

There is on the ground at the present time, as s result of 
recomuend~.tlons of the Economic Survey ~ilsslon, an organlzetion under 
the sponsorship of the United Nations, including en edvisor~ commission 
on which are representatives of the United Ki.ngdom, France, ~rk.ey, and 
the United States. Thls new organization is in-the. Near East~,no...w.~,~ to 
carry out' the recommendations of the Econo.mlc Survey Mission with 
res~.ec~ .to the i~media.te problem of ~the refugees. - 

Our proposal, in, that respect was a very simple one: 2ry to 
get..the. refugees off the br~ad-llne: begin to develop some work 
opportunities for them by public works projects, If they can ~t go. 
home, wh~.ch they can't for the present, and if they can't be settled 
in. new lands, which they cannot be, obviously they shouldn't .remain 
idle,; they should have a. cD~nce to work. Out of the pr0posals to give 
th..e refugees an. epportunlty tO...~.ork on-us~~.ful projects of physical 
engineering and resource developments, a beginning may be made t~hst 

, wiil, leadinto ,s.bme of the more important developments. 

One. bonclu~ing remark, These countries in almost eve~ case 
do have. si~.if~ca~i~ ideas about how they. can de~;elop a stronger ec0nomy. 
They would prefer in almost eve.ry case to .dove.lop-their countries in 
their ,o~n ~ay. I:t ~ill not be easy to help. them ,~ith financial assistance 
from the outside. The exception to that, of coarse, is israel, Israel's 
present development and its future development for e long time to come 
will depend absolutely upon continuing outside assistance in large 
dlmensi~ns. In my judgement, th~ physic:al resources upon Which that.'.' 
state is building, its economy will not be ~.ble to support .the. standard 
of livihg .to wh~ch it aspires without outside assistance to make up 
natural deficiencies of water and land, 

-It:may come 'as somewhat of a shock -to. some of us in this 
country to ,realize .that. American dollars are not always .\~elcome in 
foreign lands. I think the countries of .the Near.Eest-wd~id llke 
financial and technical ass!stance from the Hn-$..ted S t&tes ~.nd, from, 
Great Britain and other countries, but tKey'will be extremel.y~ .sensitive 
about thearrangements through which both flnanclal ~nd techn:ical. - 
as.sistance flow Into their future economic de.velopment. ..... ; '.'~ 

- ' In talking" wit h'~~n~of the..offl.ci~ls 0f: these gov.ernments, 
I was reminded by't~ie::.~inds o~ :~ue~ti'on@ they ~-~sked of Si~ilir . 
convers~ti~.s tb~:~.~alm~st .any offici~l' of the United States Govern- 
ment experien~.e s "When that Federal. oTf.lci~.l)t~..Iks .with an official 
o.f one of.~ours.t~t~S. "' • .~ ~ to- ~ e t ? Who w~ll r.,-Ja~...,%hes~ pr...,.j .c s " "Who will m~,ke 
the decisional'" %'h0 will decidewhlch pl~hs~-are'to be foiiowea?" . 



~ho will get the benefits?" These 8re c9~monplace questions in 
our own country. In our attempt to be of help and assistance to 
the eountrles .of the Near ~st, we will face those same questions. 

I think we can find goodworkable s nswers, too, that will 
make it possible for our help and 8ssistance Z~. strengthenrather 
than weaken the independence of stability Of these countries~. I 
think we-can find the right answers if we remember our own. histpry 
and the problems that .we have in this country, particularly in our 
relatioDshlps between the Federal Government and our State Govern- 
ments. Each unit of government, whether it be foreign, or dqeestic, 
wants its o~nplace, ln %he sun, 'l~ne tecb~.$cal know-how and the 
financial help t~.t we can make available to a very Important strategic, 
area of the world, the Near East, l.think will need to observe the same 
sensitiveness that we are accustomed to observing in our own.in~ernal 
problems, ' -  

Thank you very much, 

COLON~.T,-.HICKEY: All right, gentleme n, Mr, Clapp .is ready for 
• your questlons. 

QUESTIO~T,: Mr. Clapp, if it hadmtt ' been for some highly 
questionable bookkeeping over a certain nt~mber of years, even the 
Tennessee V~lley Authority wouldnlt have shown a pr~fi.t,, Assuming 
that s.omewhere you can get the money and everything, get your programs 
and. projects into these countries, where are you going to sell the 

products? 

MR. CLAPP: Let me-take-.the last part of your question 
first, I donW.t think there, is.. e~ny doubt but what much of the develop- 
-merit ths~ must take .place in the Near F~.st w~ll not pay out in the 
form of a return directly from t~..t project. .L.et me be specific and 
~make some dis.tinctions. -There sre many opporttuu.ities to expand 
irrigable areas. If they ~.re done. properlx, in toost cases they will 
be able to pay outas well:as manyof our western"irrlg~t$on projects, 
Someof the irrigation projects in %he N~.r F~st will not pay out 
unless they, .'like some projects in th'e West receive financial assistance 
in -the capital investment, from. a diversion of some' of the return that 
comes from the h~vdroelectricity t.hat is developed out of. the P'roj.ects 
that go along with t,he irrigation. ReforestatiOn programs in the Near 
East,. as in this country, will not pay an immediate return for obvious 
reasons, and .yet r,ef..srestation is ,one of the crying needs Tn many 
portions of theNear East. On~ the other .hand, dam development on. the 
Litani could ~-e a highly bankable}p~oJect,, financing it.self ou-t of the 
return ~lhich it would get from the electrici..ty, it would produce--and 
t.hat with or without fancy bookkeeping. .. 
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The fancy bookkeeping question-,l don~t care how you figure 
it, an examination of the economics of the power p ortloh :of th~ TVA 
development, I think, would convince you as an investori~-and you do 
have some money in it--that it:is a pretty good proposition~ Every 
nickel that you have.put into the ~ower portion of:TVA ~ill be paid 
b~ck ~o ~he Eederal Government from earnings @~ll within the:life of 
those p~jects. You will still o~m the projectg:a~ter the ~oney has 
been psid back, snd-you ~ill still be getting revenue from it. I 
call that~a p~etty~g~od deal. ~ 

Q~estion: Mr. Clspp, ~hs.t incentive would be present there 
for those-'peoPle to devel4p their country? It seems they 'have lived 
on a Bare existence for ~he past many cen~uries.,,~hore just ~oesntt 
appear'robe an incentive present. " 

~. CLAPP: Generally, I think" that is t rue~ e xcegting 
Israel and ~-Egy~t. One of the problems ~hat •must be dealt ,~ith, as 
economicdeVelopment is 9r0moted, is to persuade many people interested 
in those countries that they want a higher material standard of" living. 
And that" may not be easy to do. Incentive, i mupp0se, is a Composite 
of what we want and whether we want it badly enough to stir our stumps 
to do something to get i.t ~. That is a problem in some of these areas. 
One of the ideas behind our recon~uendations for what we call "Pilot 
demonstration projects," small water developments in the fi~eld • of 
public work~, was related to that question of incentive~ If people 
could begin to do some of-these things on a larger scale than they 
have done before, bt~t~0~ a sufficiently small scale so that they can 
make them successful, the experience they get from that, the enjoyment 
of 'some olf the fruits of t'h~t kind..of work will stimulate them to want 
more O.f it. . ..... 

Incentive is at 'the bottom of much of this problem° I can 
illustrate that bywhat to me is :a cla~s~c'example of your very 
point. I am told that this is a trua storyJ It: may be absolutely 

:iuntrue, ! don't know, but I can well'imagine it .to be true: That 
near one of :the Kibbutzin in ~srs.el in Palestine, the pr6noters of 
the Kibbutzin, having tractors av~ii~ie for tbeilr o.wn. ogerations 
in this-slgricultur~.l cooper.ative, .tried to inter~st~[oh~" bf their 
Arab neighbors in using ~'a/,tra~or to plow h~ .la~ d, :he being 
acchstdmed to plo~,~in~ him ian4 with a nail boar plow. The Israeli 
salid, "W~y 'with a tr~ct0r; you can. o ls~'-y%b.r 'l~nd..in about t~o hours,. 
whereas ~ t  ~akes a.bo~t four-.days fo r  you Jt~.~o i~[ ysur ~way.'~' LThe ., 
A r a b  pondered t h a t . : o n e  ~ f s ~  a . , : m ~ m e n t . "  }~e , ' s a i d . ;  } ~ W ~ e . ~ : t d o / ~  ~ o  . : a f t e r  : 
two or three hours? #' / .  / ' :~.~-," ~ • " "" " : .::.~L,, ,} ' " :  i ' " " :  ": .!~ ' :  " ' 
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QUESTION" Sir, I re~d recently ~,~here Kaiser Fraz~er ! 
Cor~oration is going_~o manufscture:'~automobiles in PslSstlne; 
also, I ~think, General Motors is going to put' up a iol~h~t, : I was " 
just W6r.d@ring, in view of your ts'lk, ,,,,h~t is its che:nee of success 
and where .would be its possible outlets'for ~roduc~s? 

, MI~, CL.APP: I would assume if Kaiser Frase~ puts in a piam.t 
in israel, e~ favorable judgment has been made about its economic 
feasibility. The major market, presumably, to begin with, would be 
in Israel. The economic success of such a venture, I should .think, 
would, before long, ~epen~ also uioon the ability of that plant- to 
~upply ,other t.h~dn the Isreeli market. That ~ould~mean sui~21ying some 
of the market in Arab countries, That 9robebly will not happen until 
.sgmething closer to a peace arrangement than exists today is worked 
out, because an important feature of the present ar~istice is the 
prevai]~ing economic boycott. Industrial development possibilities in 
Israel may be based in part upon ~,:~t you might call sentiment and a 
willingness to take a big chance in the holoe that it will succeed, 
but that if it doesn't succeed as e gilt-edged financial -proposition, 
it will render an im#ortant service to a large nit, bet of people who 
We been kicked arou~ud a great deal. 

QUESTI0~r: .Sir, Arabia is-not within the' g.roup t.b~t you .have 
been talkin~ about today, I~ is a nei@hboring-country, and American 
oil companies are spending close to 500"millior] ~_ollars in that area 
which is a tremendously large developr.qent, even acCordin~ td.United 
States standards., l~ow, ~ith the scarce population in the whole area, 
wouldn't' a'"~evelopTm,gnt lime that So~÷~ ~of have its effect through 
osmosis across the border even in t~ese other, cbuntries~ Wo~mldn ~t 
phopl@ 1.earn from it., a:nd the despite for a more "msd ern way o~ li~ing 
be cre~ted'~hrough S~ch a proJe~ct? 

. . . . ' . 

~. CLAPP.~ ! think~%y al! means, hot only is it a :#oslsibility, 
bu~ yogi Can~already see signs of ~hst kind/of effect.. Th~ developments 
-.that:are t~ki~g pla~e :~n Saudi Arabia, :'.wi~h ~h~ch I am D-or "familiar 
from a fi~st~and;vlew, s.re having %'wo-iim@di,ate effect~ on the other 
Couhtries /th2~t one Can Identif ~ quickly, 'There is need for more usable 
labor in "S~,udiiArabla. If it weren't for the' political Obstacles, I 
,.~Jould thi~.k there would be a very good chance that more of the refugees 
t_han is now the case would be moving from thei:r ptesent location 'into 
Saudi Arabia if Saudi Arabia were to take kindly to that idea. Some of 
them in small numbers have already done that. 

Another effect t_hat it has is a sort of d@monstrable 
competition among countries. You can find people in any one of these 
countries that we visited and analyzed ~,ho ~ve grand ideas---and I 
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mean grand-:In the best ~ense--~bout type possibilities of their o~ 
devel.~pmen~s~ Thereis a latent leadership and there is a strong 
nstion~list sense among them,-which i~ both s difficulty and a basis 
for hope--which makes them sensltlve tb;the progress bei{g madeIn • 
neighbor~ng~countrles. If we can getls0me thlngs started in shy one 
of these,~cou~tries, particularly £n those countries where capital is 
a very d~ffiemlt obstacle, then it will encourage and stim6~ate the 
others to d~ likewise.° The effects of a~development in Saudl Arabia 
up6n, some of the other Ara% countries may be less th~n one would expect 
with the difference in their capital situations. Jordan doesn0t have 
the,revenues from oil; Syria doesn't have the revenues from oil; nor 
does Lebanon~ and~it is easy to discount the applica%il~{y of another 
country's development to your own when the difference of available 
capital Is. so marked. It is es we frequently say, "Well, I hould run e 
top-n~tc~ farm, too, if I had l~ts of money." 

QUESTI0~ Mr. Olspp, you said: t~t our interest in the Middle 
East is a~matter of self-ln~eres%, and I pr~sume you meant by that in 
our fight against communism. I w0nder how much of an argu.ment you had 
with these rich boys who own all these Countries, a usual situation. 
You have the rich boys end the m~sses, no bourgeoisie; Which is the 
class communism is alvways attacking. But, after all, they are the 
Champions of the poor class, so obviously it occurs to me that this is 
one of the feztile areas we are worriedlabout, where the poor classes 
are going to be convinced by the Communists, "Your interest is not 
theirs, and so forth." How much success have you-had in hammering 
home the fact t~mt, "You l~ve the lesser of two ~vils; the masses 
are going to rise on you severely if you don~t do something aSout it: 
the commies are going to do it if you are not; you had better spend 
your money?" In o~ther words, if you don~t do something about it, the 
Communists will do it. The real situation is that the rich will have 
to make up their minds which way they are going to lose their money. 
They may hove to spend their fsrtunes to develop their lands. In doing 
so, we are trying t~ convince them that it is the right ~nd moral thing 
to do anyhow° I suppose that is the theory you work on, and I am 
wondering if you are havin~ any luck with that theory; ~If you don~t 
do it, the co~nmies will." 

MR. CLAPP: That understanding of the issue is fairly prevalent 
among people of those countries and one is puzzled now and then on the 
genuineness of their concern about the threat of communism. Let me 
explain. The Moslem religion is a great deterrent to comzunism. The 
concepts, the precepts, are a very hard barrier for the ideas of 
communism to combat. I would suppose--and those who know t.hat :situation 
much better than I could possibly know it believe--that is the major 
reason why there is less communism in these countries. 
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Now when you talk with some of the officials they make 
the point veryforclbly that we, of course,, must be interested 
in their future, development becanse if we don't help them, the 
threat of communism will become a very real ~nd dangerous thing; 
if it should succeed, it would be very bad for us. At the same 
time, they a:re extremely sensitive, as I said,. About just now 
our help w$11 reach them. We are sure--and here I give you just 
an individual view--we must keep that possibility in mind. The 
great numbers of people who literally eke out a living in those 
countries are a frultful.fleld for false promises.. We must make 
sure that we don't encourage false promises, We mus.t'realize that, 
unless construct-~ve thlngs/happen in the economles of those countries 
which will make more material substance available to more p~ople, a 
ver~ strategic a~ea in the world ms@ fall away from us, 

Now'one further observation on that ge'neral s~bJ oct. The 
activities of .the Communists are, of course, more apparent in the 
cities than ~n the villages, In the ~ities thei~activities are 
quite apparent, and,~of course, this ~,ery important group of refugees, 
the Arabs, who had to'leave, their homes and who arenow living on the 
United Nations' br~d li~es, having been promised the~right to return 
to their homes, andes/most ' fertile field for the apostles of false 
promises and futur~ betrayal. That is Why the 750,000 .refugees are 
much more important than ~he number, may suggest. 

COLONEL HICKEY: I am sorry,.eur .time has passed. Mr. Clapp, 
on Behal£ of tke Commandant,: the stuffents and staff, I thank you for 

very. ins~ructiv~ lecture. 

. . . • 
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