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Preface and acknowledgements

There are few challenges more daunting than that of bringing about
an end to the conflict between Israel and the Palestinians. Central to
the conflict and any possible resolution is the complex issue of
Palestinian refugees. This issue is very emotional, even existential, to
the millions of refugees who are waiting — 58 years later — for a reso-
lution to their plight. But the emotion-laden refugee issue is also a
very technical one. This book attempts to deal with the complicated
issue of how to plan for the absorption and integration of
Palestinian refugees into a new Palestinian state.

It is based on the proceedings of a conference organized
by the International Development Research Centre (IDRC)
(<http://wwwidrc.ca>) in June 2003, the Stocktaking IT Conference
on Palestinian Refugee Research. Its aim, by definition, was to take
stock of what research had been undertaken on the Palestinian
Refugee issue over the previous five years. The conference also sought
to bring much of the research into the public arena and, most import-
antly, to identify gaps in knowledge and priorities of future research.
The first Stocktaking Conference was hosted in Ottawa in 1997 by
IDRC and the Palestinian Refugee ResearchNet based at McGill
University (<http://www.arts.mcgill.ca/mepp,/new_prrn>).

Atthe June 2003 conference, more than 100 researchers and policy-
makers discussed the issues of data collection, legal and inter-
national law perspectives, political processes, public opinion, the
absorptive process, compensation and mechanisms. The discussions
were in equal measure emotional, partisan and technical. But they


http://www.idrc.ca
http://www.arts.mcgill.ca/mepp/new_prrn

Preface and acknowledgements - xvii

were also conducive to serious dialogue ata difficult time in the peace
process. The discussions certainly highlichted the enormous chal-
lenges involved in resolving the refugee issue and the need for long-
term planning and preparation. The conference agenda, papers, list
of participants and other details can be accessed at the following site:
<http://web.idrc.ca/en/ev-32583-201-1-DO_TOPIC.html>.

This conference was an activity of the Expert and Advisory
Services Fund (EASF), a project funded by the Canadian
International Development Agency (CIDA). Itis managed by IDRC
and has worked to support Canada’s role as Gavel of the Refugee
Working Group in the multilateral negotiations track of the Middle
East peace process, and assists the Special Coordinator for the
Middle East Peace Process in Foreign Affairs Canada.

The EASF has been in operation since 1992 and over time has
evolved to focus its work on generating research and knowledge and
to building capacity on the refugee issue; this work that has the
potential to benefit researchers, academics, non-governmental orga-
nization (NGOs), negotiators and policymakers as they grapple with
various complex aspects of the refugee question. Currently, the
EASF is paying particular attention to three themes: (i) compensation;
(i) plan-ning for demographic change; and (iii) the importance of
gauging and engaging public opinion.

These three themes were all featured in the 2003 conference
agenda. One of those themes, the developmental challenges of
absorbing returnees into a Palestinian state, is the primary focus of
this book. The book presents data on the refugees and their living
conditions in the West Bank and Gaza and host countries, examines
sociological factors influencing the process of return migration and
looks at the evolution of European policy analysis of the issue of
absorption. The book also tackles the technical planning aspects of
the absorption and integration of returnees into the West Bank and
Gaza as developed by Palestinian planners and the World Bank. It
also presents some of the lessons learned from Israel’s experience in
absorption of immigrants over the last five decades and finally pro-
vides a preliminary analysis of the potential of evacuated settlements
to absorb refugees into a new state.

Itis hoped that additional volumes dealing with the other important
themes of the Stocktaking Conference will be published in future.
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EASE We would also like to acknowledge the support of the Human
Security Division at Foreign Affairs Canada and that of IDRC.
Special thanks go to Maureen O’Neil (President of IDRC), Michael
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and advice. Rex Brynen would like to thank the Social Science and
Humanities Research Council and the United States Institute of
Peace for their funding of his broader research work on Palestinian
refugees, Palestinian economic development, and the peace process.

We would also like to thank all those who contributed to the con-
ference, the participants, the organizers, and all those who made this
book possible, most notably the authors of the papers you are about
to read. Special gratitude is due to Megan Bradley and Alex Brynen
for their meticulous editing work, to Jill Tansley and Maurizio Iellina
for their contribution and Bill Carman of IDRC Publications for his
advice and continuous support to make this publication a reality.

One of the main conclusions of the Stocktaking II conference
was that while we now have a much greater knowledge base on the
refugee issue compared to 1997 and while the number of researchers
specializing on the refugee issue has increased tremendously, we
really have only touched the tip of the iceberg. Much more remains
to be done by historians, economists, sociologists, planners and
many others, including the politicians whose will is essential to move
the process closer to resolution. We hope this book will contribute to
the body of knowledge on such a key issue and we hope the papers
will stimulate thinking, lead to further research and analysis and facil-
itate efforts by policymakers, NGOs, donor agencies and most
importantly, Palestinian planners and refugees themselves.

Rex: Brynen and Roula El-Rifai
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CHAPTER1

Introduction: Refugee repatriation, development,
and the challenges of Palestinian state-building

Rexc Brynen, McGill University, Montreal, Canada
Roula El-Rifai, International Development Research Centre, Ottawa, Canada

PALESTINIAN REFUGEES SUFFER the twin misfortunes of being both
the largest refugee population in the wotld, and one of the oldest.
The refugee issue traces its origins to the establishment of the state
of Israel in 1948, an event that was accompanied by the forced dis-
placement of some three quarters of a million of Palestinian Arabs
from their homes within what had become the territory of the new
Jewish state. The refugees fled to the then Jordanian-controlled West
Bank, Egyptian-administered Gaza Strip, the east bank of the Jordan
River, Syria, Lebanon, and further afield. The homes and properties
that they left behind were seized by the Israeli government. Most
refugees were barred from returning. In 1967, the Israeli occupation
of the West Bank and Gaza (WBG) saw a further three hundred
thousand or so Palestinians flee from those areas, mostly to Jordan.
With the natural growth of this population and the passage of more
than two generations of time, over four million Palestinian refugees
are today registered with the United Nations Relief and Works
Agency (UNRWA), and a majority of Palestinians live in exile in the
diaspora.

It has long been recognized that a fair and mutually acceptable
solution to the Palestinian refugee issue is an essential component of
achieving a just and lasting peace between Israelis and Palestinians.
What such an agreement might look like, of course, is far less clear.
To what extent, if atall, would Israel recognize the refugees’ ‘right of
return’ or accept the return of some or any Palestinians to their
original homes within Israel? What formula could be found to
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reconcile refugee rights and present realities? What forms and
levels of compensation might be offered to refugees for their losses?
How would host countries respond to a peace agreement, and
what would be the fate of refugees resident there? Would any third
countries offer to resettle any refugees, and if so how many and
under what conditions? What resources and mechanisms would
be available to implement a refugee agreement, and over what
time frames? The issues ate highly contentious, and outcomes are
uncertain.

Despite this uncertainty, however, two things are clear. First, what-
ever the precise contours of any future refugee agreement, a signifi-
cant number of diaspora Palestinians may choose to reside in a
Palestinian state in the West Bank and Gaza. Second, it is also certain
that many Palestinian refugees already resident in the WBG may
choose to stay, regardless of whatever other residential options may
or may not be offered to them.

Given this, it is only prudent that those concerned with the well-
being of a future Palestinian state and its citizens address the
challenges of refugee absorption and sustainable development.
Undoubtedly, such absorption will pose a number of social, eco-
nomic, and environmental challenges. Palestinian labour markets,
land and housing markets, infrastructure, social services, and natural
resources will find themselves under growing pressure, in addition to
the significant pressures that they face from the already high rate of
natural population increase in the WBG. On the other hand,
returnees are likely to bring with them a varied mix of skills, capital,
and enthusiasm, all of which could represent substantial assets for
the new state.

This book is about precisely these sorts of questions: the social and
economic effects that might be anticipated from refugee repatriation
and absorption, and the various policy options that could be adopted
to deal with these. It emerges from papers presented on this and other
Palestinian refugee issues at the ‘Stocktaking II” conference, hosted in
Ottawa in June 2003 by the International Development Research
Centre, as well as from other work done under the auspices of the
Palestinian Refugee ResearchNet (<http://www.prrn.org>). Itis our
hope that, by disseminating such research more widely, we might pro-
mote further dialogue and analysis on such key issues, facilitating the
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efforts and reflections of non-governmental organizations, donor
agencies, Palestinian planners, decision-makers, and especially refugee
stakeholders themselves.

In addressing absorption policies for a future Palestinian state, we
are well aware of the sensitivity of the topic. Some refugee advocates
might prefer that the issue not be explored at this stage, for fear that
it could detract attention from demands for the refugees’ right of
return to their original homes within Israel. While understanding
their concerns, the editors see no such linkage. Rights are rights,
regardless of development planning, As will be discussed later,
Palestinian planners and others have long recognized that a future
Palestinian state will face absorption challenges, regardless of
whether refugees also return to Israel. The path to long-term
sustainable development in Palestine will require that such future
demographic realities be addressed.

On the other side, there are undoubtedly some who would prefer
that no refugees return to either Israel or the West Bank and Gaza,
and still others who continue to oppose the very establishment of a
Palestinian state. It is clear, however, that such thinking is confined
only to a small minority: the need for a two-state solution to the
Palestinian—Israeli conflict is widely accepted within Israel, and
almost unanimously within the international community. An inde-
pendent Palestinian state, in full control of its international borders,
will have every sovereign right to control its own absorption policy.
It will almost inevitably welcome refugees and others in the diaspora
to come and join in the task of building Palestine.

We also recognize that the terminology of the Palestinian refugee
issue can be confusing. As has become standard usage, most of the
authors in this book use the term ‘1948 refugees’ to refer to those
Palestinians who fled in 1947-1949 from their homes within what
became the state of Israel, together with their descendants. By con-
trast, the term ‘displaced persons’ is used to refer to those who fled
from the West Bank and Gaza upon or after the Israeli occupation of
these territories in 1967, as well as West Bankers and Gazans who
found themselves outside the occupied territories and were refused
permission to return. Of course, many displaced persons were also
1948 refugees, having first fled to the WBG and then further afield.
The generic term ‘refugees’ usually refers to 1948 refugees and 1967
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displaced persons alike. ‘Return’ is usually used to refer to the return
of 1948 refugees to their home areas within what is now Israel. By
contrast, ‘repatriation’ — the focus of this study — is used to refer to
the movement of refugees and displaced persons to the territory of
a future Palestinian state. Somewhat confusingly, perhaps, both we
and most of the contributors use the term ‘returnees’ to refer both to
refugees returning to 1948 areas, and/or refugees and displaced pet-
sons repatriating to a Palestinian state.

Understood in this way, all of these terms generally reflect the way
they have been used by Palestinian and Israeli negotiators themselves
in the period since the signing of the 1993 Declaration of Principles
(‘Oslo Accord’).

FINAL STATUS NEGOTIATIONS AND REFUGEE
REPATRIATION

The idea that remaining in, or repatriating to, a future Palestinian
state would be one of the major options presented to refugees was
reflected in the permanent status negotiations between Israel and
the Palestinian Authority (PA)/Palestine Liberation Organization
(PLO) that took place in 2000—2001. In particular, in the ‘Clinton
Parameters’ of December 2000, then US President Bill Clinton listed
‘five possible final homes for the refugees’, namely:

1 The state of Palestine;

2 Areas in Israel being transferred to Palestine in the land swap;
3 Rehabilitation in a host country;

4 Resettlement in a third country;

5 Admission to Israel.

Moreover, while ‘rehabilitation in host counttries, resettlement in
third countries and absorption into Israel will depend upon the pol-
icies of those countries’, President Clinton stressed that ‘the agree-
ment will make clear that the return to the West Bank, Gaza Strip, and
the areas acquired in the land swap would be a right to all Palestinian
refugees’ (Clinton 2000). The Clinton Proposals were accepted by
Israel, and welcomed but not unequivocally accepted by the
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Palestinians. With regard to the question of residential choice, the
Palestinian side concurred with the principle, but felt that some sort
of recognition of the refugees’ ‘right of return’ to their original
homes (in Israel) needed to be included. However, they also empha-
sized that they were

prepated to think flexibly and creatively about the mechanisms for
implementing the right of return. In many discussions with Israel,
mechanisms for implementing this right in such a way so as to end
the refugee status and refugee problem, as well as to otherwise
accommodate Israeli concerns, have been identified and elaborated
in some detail.

(PLO NAD 2001)

At the Taba negotiations in January 2001, the initial Palestinian
position did not frame residential choices in the same way, being
largely focused instead on modalities for the right of return
(PA/PLO 2001). However, the Israeli ‘private response’ of
23 January 2001 — which, in practice, reflected positions to which
both sides were tending — did once mote emphasize the same five
sets of options that Clinton had outlined (ISRAEL 2001). The draft
working paper on implementation mechanisms drawn up jointly by
the two sides called for the establishment of a ‘return, repatriation,
and relocation committee’ — charged, it can safely be assumed, with
the return of refugees to Israel, their repatriation to the Palestinian
state, ot their relocation to third countries should they not remain in
present host countries (PA/PLO/ISRAEL 2001).

The Taba negotiations ended without agreement, and the failure
of the parties to reach a deal on the refugee issue has sometimes been
cited as a primary reason for this. There is little evidence for this view.
Indeed, members of both negotiating teams have affirmed explicitly
to the editors that the two sides were serious, creative, and positive in
trying to reach an agreement that would be fair and acceptable to
both sides. The failure to resolve the refugee issue fully, they sug-
gested, was a product of time constraints rather than inability to
make progress.

A similar approach was also reflected in the unofficial ‘Geneva
Accord’, produced by prominent Israel and Palestinian figures and
published in December 2003 (see Geneva Accord 2003.) This too
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identified five residential options: the Palestinian state; former Israeli
territories swapped to Palestine; Israel itself; third countties; and pre-
sent host countries. Since admission into Israel would be at Israel’s
‘sovereign discretion’ (although loosely related to offers of refugee
resettlement by third countries), the number of refugees allowed to
return would likely be very small. Consequently, the Geneva Accord,
like the Taba negotiations and the Clinton Parameters before it, pre-
sumed that the Palestinian state itself would be a major destination of
Palestinians wishing to return to their homeland.

REPATRIATION, DEVELOPMENT
AND STATE-BUILDING

A critical first step in any thinking about refugee absorption is to
examine the possible population that might choose to repatriate to a
Palestinian state, as well as the existing refugee population in the
West Bank and Gaza that would likely remain there. According to
UNRWA, there were almost 4.2 million refugees registered with the
Agency as of mid-2004 (see Table 1.1).

Such figures, however, do not necessarily reflect the actual number
of refugees. Some have suggested that refugees, and hence the
Agency, may under-report deaths, and hence the figures may be
slightly exaggerated. On the other hand, UNRWA only registers
refugees in its areas of operation, and hence does not include non-
refugees in these areas (including those who failed to register in the
1950s), nor Palestinians outside these areas in the broader diaspora
(such as the approximately 50,000 Palestinians in Egypt). Many
refugees registered in one area with the Agency may actually be living
and working elsewhere. This is particularly true in the case of
Lebanon, where as little as half of the refugees registered there with
UNRWA may actually be resident in the country.

Estimates by the PLO Department of Refugee Affairs (2001,
cited in Table 2.1 in Chapter 2 of this book), for example, suggest
that there are some five million refugees worldwide. The BADIL
Resource Center for Palestinian Residency and Refugee Rights has
suggested that there were seven million or more refugees and dis-
placed persons as of 2003, including four million registered with
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UNRWA, approximately 1.5 million unregistered 1948 refugees,
over 750,000 1967 displaced petsons, plus those Palestinians who
were internally displaced in Israel in 1948, or in the West Bank and
Gaza in 1967 (BADIL 2004). For its purposes, the PA Ministry of
Planning uses a figure of some 9.3 million Palestinians worldwide in
2002, of which 4.7 million reside in the diaspora, outside the borders
of historic Palestine (see Chapter 7).

Table 1.1: UNRW.A-Registered Refugees (mid-2003)

West Bank Gaza Jordan Syria Lebanon

Registered 675,670 938,531 1,758,274 417,346 396,890
refugees

Refugeesin 177,920 464,075 281,211 110,450 192,557
camps

% of refugees 26% 49% 16% 26% 49%
in camps

Sonrce: UNRW.A in Fignres, 30 June 2004.

Quite apart from the numbers of refugees and diaspora
Palestinians, there is the question of their demographic and socio-
economic characteristics. Effective repatriation policies should be
informed by a sense of local conditions for existing refugees in the
WBG, as well as by the possible age distribution, educational profile,
labour force skills, capital assets, and past living conditions of those
who might choose to repatriate.

In this book, Abu-Libdeh, Hanssen-Bauer and Jacobsen, and
Hanafi all offer valuable insights into the central question ‘who are
the refugees’. Hasan Abu-Libdeh highlights the contribution of sta-
tistical data in addressing the refugee issue. Following an account of
the development of Palestinian statistical capacity in the form of the
Palestinian Central Bureau of Statistics, he offers an overview of the
socio-economic characteristics of refugees in the West Bank and
Gaza as well as opinion survey data on refugee attitudes towards a
possible resolution of the refugee issue. He also identifies important
gaps in our existing information on the refugees and their circum-
stances, suggesting the need for further research on Palestinian
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absorption capacities, the profile of refugees in host countries, and
potential returnees.

Jon Hanssen-Bauer and Laurie Blome Jacobsen focus on precisely
this issue, examining the conditions of refugees in host countries as
revealed through a series of living condition surveys undertaken by
Fafo, the Norwegian Institute for Applied Social Science, and local
partners. These findings suggest that, in general, there is little differ-
ence between the conditions of refugees and those of host country
populations. The situation of refugees in camps is somewhat poorer,
although not all camp populations have homogenously poor condi-
tions. The major reason for these generally positive findings, they
suggest, is the array of health, education, and other services provided
by UNRWA. Among host countries, Hanssen-Bauer and Jacobsen
find the situation in Lebanon to be the most pressing, especially in
the camps where poverty is particularly high.

Sari Hanafi examines the range of factors that may shape the repat-
riation and return decisions of refugees. These include the social
and economic conditions of refugee populations, the nature of
social kinship networks, the ‘migration culture’ of many refugees,
and the situation of ‘camp’ and ‘noncamp’ refugees. Investment and
labour market opportunities, he stresses, are shaped not only by eco-
nomic realities, but also by familial and other social networks —a fact
that might facilitate refugee absorption through diaspora invest-
ments in the WBG. Moreover, his work suggests that repatriation
and return need not be thought of as dichotomous — some
Palestinians may well maintain transnational lives, with residences
and/or investments in multiple locations, with strong social relations
to all of them. Finally, Hanafi suggests a number of possible return,
repatriation and resettlement scenarios, based on differing assump-
tions about Israel’s willingness to accept the return of some refugees
to 1948 areas.

Local and international policy analysis on refugees, refugee repat-
riation, and absorption, is explored in detail in the chapters by
Dumper, Brynen, Elwan and Krafft, Nijim, Alterman, and Aronson.
Here, all of the authors reflect on what sorts of policies might best
serve both the refugees and a future Palestinian state. Although there
are some differences of opinion, many mote areas of convergence
are apparent.
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Mick Dumper explores the evolution of European Union (EU)
policy thinking on the refugee issue, focusing on consultant studies
prepared for the EU Refugee Task Force in 1999 and 2001. As lead
researcher for the latter, he is able to point to a number of key issues
that emerged in the course of the study. In particular he points to the
challenges posed by uncertainty as to possible repatriation numbers,
Palestinian development prospects, and the fiscal health of the
PA and a future Palestinian state. He highlights debates among
Palestinian planners as to whether a future Palestinian state should
adopt an expansive (and expensive) ‘big bang’ approach to repatria-
tion through the construction of new cities for returnees in less
populated areas, or whether instead an ‘incrementalist’ approach of
building on existing capacities might be preferable. Dumper raises
the question of the future of UNRWA, and whether the Agency
should be transformed after a peace agreement to take a lead role in
refugee absorption (‘UNRWA plus’), or whether other institutions
are better suited to this (UNRWA minus’). He summarizes the key
policy recommendations of his study. Finally, he highlights the diffi-
culty of assessing policy impact, given the opacity of the EU policy
process as well as the eruption of the second in#ifada and the conse-
quent diversion of European attention to more immediate and
pressing concerns of humanitarian assistance.

Rex Brynen offers an overview of a dozen policy lessons that, in
his view, emerge from work by the World Bank and others in the area
of refugee repatriation and development. These include the need for
repatriation to be voluntary; the need to avoid bureaucratic impedi-
ments and other perverse incentives that might distort population
flows; the limited utility of any concept of ‘absorptive capacity’; the
need to integrate repatriation/absorption strategies into broader
demographic policy planning; the dangers of large-scale public
housing programmes for refugees; the unlikelihood that refugee
camp populations could ever be relocated or rehoused en masse,
the limits of using evacuated Israeli settlements for refugee housing;
the need to reduce the transaction costs of relocation for refugees;
the importance of addressing housing issues within the frame-
work of a larger Palestinian national housing strategy; the import-
ance of housing finance initiatives; the likely limits of donor
resources; and the importance of (Israeli) compensation payments
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to refugees as part of the broader absorption, repatriation, and
development equation.

One key aspect of previously unpublished work by the World
Bank — housing and infrastructure programmes for refugees — is
discussed in much greater detail by Ann Elwan and Nick Krafft. In
particular, they summarize analytical work that has been done, in two
phases, on the potential public and private infrastructure costs of
upgrading existing refugee camps, the expansion of existing urban
areas to accommodate returnees, and the construction of new towns
and cities. Their chapter also emphasizes the importance of broader
housing policy reform. In the end, they suggest four key ‘baskets’ for
a repatriation programme: status-based benefits to refugees (as
refugees), intended to mitigate past losses; needs-based housing
assistance for both returnees and existing WBG residents; housing
finance programmes to assist all low-income households; and direct
public investment in both general infrastructure (roads, sewage, and
sanitation, as well as health, education and other social services) and
sites-and-services programmes for new residential areas. In terms of
future analytical work, they point to the value of extending their eat-
lier work to other possible residential sites in the WBG; planning
pilot projects so as to help further identify the policies, procedures,
and actions that would be required; and investigating how private
land could be brought into use for housing on a larger scale. They
also emphasize the need to examine how incentives might be used to
encourage municipalities to attract returnees; the potential role of
public and private infrastructure construction; and the ways in which
implicit and explicit subsidies can encourage absorption yet remain
within the constraints of likely available resources.

Khalil Nijim outlines Palestinian Authority policy planning on the
issue of refugee absorption. As he notes, PA planning for future
refugee absorption has been complicated by the uncertainty regard-
ing other relevant aspects of a peace agreement, notably with regard
to territorial, economic, and natural resource issues. He also
highlights the extent to which planning for refugee-specific issues —
compensation, absorption, the future of refugee camps, and the
future of UNRWA — are intimately linked to the broader challenges of
development planning for a Palestinian state. In preliminary planning,
the PA assumed the repatriation of some 760,000 Palestinians to
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the WBG by 2015, resulting in a one-third increase in the WBG
population growth rate. Such migration, it was assumed, would be
free and unencumbered by regulation. PA planners have then sought
to examine the push- and pull-factors that might shape migration,
the possible profile of returnees, their associated needs (for housing,
services, and employment), the human potential of the returnee
population, and the development and financial implications of all of
these factors. Particular, if preliminary, work has been done onissues
of residential options, such as the construction of new towns or the
expansion of existing urban areas in the West Bank.

Given its history of absorbing large numbers of Jewish immi-
grants, the Israeli experience may hold valuable lessons for a future
Palestinian government in terms of what absorption policies might
work best. The chapter by Rachelle Alterman offers precisely this
perspective, reviewing the strengths and weaknesses of Israeli
absorption policy over more than half a century. As Alterman notes,
not only has Israel faced very different levels and types of Jewish
immigration over the years, but also it has adopted very different
policies for dealing with these immigrants at different points in its
history: highly centralized and statist policies of direct allocation of
public land and state construction of housing in new or existing res-
idential areas; more market-oriented systems of land allocation,
decoupled from absorption policy; below-market-value provision of
land to private developers; and various forms of housing grants, sub-
sidies, and housing finance/mortgage subsidy programmes.
Throughout her study she highlights the Isracli government’s mis-
takes as well as its successes, and the importance of learning from
both. While recognizing the very different circumstances of Israel
and a future Palestinian state, Alterman is nonetheless able to offer
some policy suggestions, most of which ate rooted in what she sees
as the successes of Istaeli absorption policy in the 1990s. This policy
saw some government construction of emergency housing, but
largely relied on private housing investment fortified by an array of
carefully designed subsidy, incentive, and guarantee programmes.
Moreovet, all of this took place —in contrast to the early 1950s —in a
context of ‘direct absorption’. Immigrants were expected to find
their own housing solutions, while the state focused on the provision
of transitional direct grants (rental allowances) to immigrants, and



12 - Palestinian Refugees

appropriate housing finance mechanisms, as well as those subsidies
and incentives needed to stimulate construction and housing
supply.

Geoffrey Aronson and Jan de Jong examine the extent to which
the evacuation of Israeli settlements might contribute to the absorp-
tion of refugees (whether camp dwellers or returnees) in the WBG
by increasing the land and housing resources available to the new
Palestinian state. This issue has grown in importance in recent years
with Israel’s decision to disengage from Gaza and evacuate its settlers
and settlements there. They argue that in both the immediate term
(Gaza withdrawal) and long term (an eventual peace agreement),
ex-settler housing stock is unlikely to make a significant contribution
to Palestinian housing needs, even assuming that Israel chooses to
leave it intact. Part of the reason for this, they argue, is that Israel is
likely to retain permanent control of most of the largest and most
densely populated settlement blocs, as was envisaged in the Camp
David and Taba negotiations. It is far from clear, moreover, that
existing settler housing and existing settlement land uses are optimal
for Palestinian needs. What is likely to be of greater utility to the
Palestinians, Aronson and De Jong suggest, is the underlying infra-
structure investments (roads, electricity, watet, sanitation, communi-
cations) in evacuated settlements and the contributions that these
assets might make to future Palestinian housing and broader
Palestinian development efforts.

CONCLUSION

In 2004 to 2005, 2 combination of Israel’s Gaza disengagement plan
and a transition in Palestinian leadership spurred hopes for a reinvig-
orated peace process. Many expressed the desire that this would lead
to the timely implementation of the Quartet ‘roadmap’, the estab-
lishment of an interim Palestinian state, and renewed negotiations
on full statchood and a permanent peace agreement. In 2000,
Israeli unilateralism, the election of a Hamas-led Islamist
Government in Palestine and an escalating cycle of violence, all
seemed to darken any hope for a return to meaningful peace
negotiations, let alone peace itself.



Repatriation, development, and state-building - 13

As we noted at the outset of this introductory chapter, a mutually
acceptable resolution of the refugee issue must be a central part of
any just and lasting Palestinian—Israeli peace agreement — regardless
of when, and how, such an agreement might come about. It is also
clear that, when and if a Palestinian state is established in the West
Bank and Gaza, it will be the destination of choice for many
Palestinians in the diaspora. Repatriation and the absorption of
returnees will thus pose a substantial challenge to both Palestinian
development planners and their partners in the international
community.

This in turn underscores the need for continued research, analysis,
and dialogue on the refugee issue in all its dimensions. This book is a
modest step in that direction. However, as so many of our contribu-
tors make clear, there is a great deal more still to do.
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CHAPTER 2

Statistical data on Palestinian refugees:
What we know and what we don’t

Hasan Abn-Libdeh, Palestinian Central Bureau of Statistics, Ramallah

BACKGROUND ON THE PALESTINIAN
STATISTICAL SYSTEM

After the occupation of the West Bank and Gaza Strip in 1967, the
Israeli military and civil authorities became responsible for collecting
various data and statistics about Palestinian society. For almost
28 years, these authorities were actively involved in collecting the
statistics about fields which, there is reason to believe, served the
purposes of maintaining and prolonging the Israeli military occu-
pation of the West Bank and Gaza Strip. The absence of an official
Palestinian statistical system in the Occupied Palestinian Territories
(OPT) between 1967 and 1993 resulted in the inability of Palestinian
planners and policymakers to undertake future planning to create
realistic and objective developmental programmes.

On the eve of signing the Declaration of Principles (DOP)
between the Palestine Liberation Organization (PLO) and Israel in
1993, the PLO decided to set up a Central Bureau of Statistics for
Palestine. This was the first national Palestinian agency to be set up
on Palestinian soil as the peace process was unfolding, and was actu-
ally the first small beginning of an administrative apparatus for a
future independent Palestinian state. At the time, there was nothing
—no staff, no Palestinian produced statistics, no organization, no sta-
tistical infrastructure.

Since its establishment in September 1993, the Palestinian Central
Bureau of Statistics (PCBS) has endeavoured to fill the existing
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statistical gap in the West Bank and the Gaza Strip by compiling data
in the social, economic, geographical and environmental fields in
accordance with a specified priority schedule. In view of the fact that
statistical priorities are numerous and urgent, and in an attempt to lay
the basis for a scientific and practical Palestinian statistical system
which would enjoy national and international credibility, a Master
Plan for developing Palestine official statistics was articulated to ful-
fill the requirements and conditions of building a national statistical
system capable of meeting emerging needs and joining the global
statistical system without any obstacles.

In the Master Plan the general framework was established for a
detailed statistical system to be developed over a period of five years,
a system which would take into account the set of internal and exter-
nal considerations listed above. At the internal level, the proposed
plan would allow the Palestinian statistical system to collect reliable
data in a cost-effective way in most areas of concern and in the least
possible time. At the external level, efforts were made for the emerg-
ing Palestinian state to qualify to join the International Statistical
Society and other international bodies and organizations, whose
membership requires the provision of specific data and statistics
through generally accepted standard ways and means.

The Master Plan set out the goals and the path. Everyone worked
diligently, demonstrating strong morale and commitment, easing the
difficult task of rapidly building an institution from scratch. These
kinds of attitudes may only be possible in specific petiods in the his-
tory of a nation. The Master Plan advocated carrying out the first
ever Palestinian Population and Housing census as a central building
block and a vital strategic ‘must’ for the building of the Palestinian
statistical system. The census was implemented four years after the
creation of PCBS, in December 1997, using long forms of 77 ques-
tions for all Palestinians living in OPT. Using the long form, most
of the attributes of the Palestinian social fabric were captured,
including those of Palestinian refugees living in the OPT.

This census represented a turning point in Palestinian efforts to
set up an effective official statistical system for Palestine. It gave the
Palestinian government a real opportunity to putrsue nation-building
based on rigorous and sound information, which is essential for
development planning, Moreover, the small area statistics that have



16 - Palestinian Refugees

emerged from the census have empowered Palestinian communities,
making it possible for them to draft sound policies based on solid
information about their communities.

Now, almost ten years after its launch, the PCBS is the main sup-
plier of statistical data on the Palestinian population of the Occupied
Territories, and assumes its functions in accordance with recognized
norms for statistical production, as stipulated by the UN Statistics
Commission and the international community. The Palestinian
statistical system, while suffering temporarily due to the difficult
conditions on the ground, supplies statistics on a routine basis in
more than 30 fields covering households and individuals, economic
establishments and economic activities, and land-related activities.
Where possible, data on standard characteristics, such as refugee
status, gender, education and economic activity, are routinely
collected through various censuses and sample surveys.

DATA SOURCES ON PALESTINIAN REFUGEES

Palestinian refugees (registered and unregistered) are scattered in
many countries of the world. According to the PLO Department of
Refugee Affairs, almost 83 per cent of Palestinian refugees reside in
historic Palestine and bordering countries, 10 per cent reside in the
rest of the Arab World, and 7 per cent in the rest of the world.
Estimates of the size of the Palestinian refugee population, as well as
their percentage distribution in countries of residence, vary accord-
ing to the source of the data. Several agencies have tried to capture
the size of the Palestinian refugee population its and socio-
demographic attributes in an effort to generate a reliable estimate of
the size of the population.

Apart from the statistical infrastructure currently in place through
PCBS for the Palestinian refugees of the Occupied Territories,
the statistics on Palestinian refugees elsewhere rely heavily on
secondary sources. Statistics compiled from primary sources are
derived mostly from administrative records and scant sample
surveys. Sources of primary and secondary data include the
United Nations Relief and Works Agency (UNRWA), Fafo, an inde-
pendent Norwegian research foundation, the Damascus-based
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Table 2.1: Ejstimated Palestinian refugee population by country of residence, 1998

Country of current residence Total no. of refugees Percentage
West Bank, including Jerusalem 593,724 11.6
Gaza Strip 797,449 15.6
Israel 219,325 43
Jordan 1,766,057 34.5
Lebanon 382,594 7.5
Syria 431,986 8.4
Egypt 40,468 0.8
Total no. of refugees in Palestine 4,231,603 82.7
and bordering countries

Saudi Arabia 274,762 5.4
Other Gulf countties 139,948 2.7
Iraq and Libya 73,284 1.4
Other Arab countries 5,544 0.1
Total no. of refugees in other 493,538 9.6
Arab countries

Rest of the world 393,411 7.7
Total 5,118,552 100.0

Source: PLO Department of Refugee Affairs, 2001.

Palestinian Central Bureau of Statistics and Natural Resources!, the
Palestinian Right to Return Coalition (Al-Awda), the Palestinian
Diaspora and Refugee Center (Shaml), Resource Center for
Palestinian Residency and Refugee Rights (BADIL), the United
Nations High Commissioner for Refugees (UNHCR), and the PLO
Department of Negotiation Affairs.

Statistics issued from each of these sources, however, suffer
from various deficiencies in the data such as coverage, timeliness,
representation of samples to targets, and reliability. Data from
UNRWA, for example, suffer from a lack of coverage of unregis-
tered refugees; failure to capture data on refugees living outside
camps; and a lack of systematic, robust, up-to-date methods to
capture socio-demographic changes. Data coming from Fafo sample
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surveys are subject to incomplete frames in the case of Lebanon and
Syria, and are subject to sampling errors in Jordan. Other sources use
demographic models and UNRWA figures in arriving at the statistics
produced.

Basic socio-economic characteristics of Palestinian refugees living
in the Occupied Palestinian Territories have been captured by the
Population and Housing census of 1997, and are routinely updated.
In fact, both refugee status as well as residency in refugee camps are
explicitly identified as primary identifiers in the master sampling
frame, which is often used in drawing random samples for PCBS
surveys. Census data and most of the sample survey data collected by
PCBS are usually made public in the form of Public Use Files (PUF).
These micro data represent an invaluable tool for research on the
socio-economic conditions of refugees living in the Occupied
Territories. Table 2.2 shows the available data, which can be used for
analysis and forecasting;

Table 2.2: Schedule of censuses and sample surveys at PCBS

Census/Survey Periodicity First Last Next
(every) round round round

Population and Housing 10 years 1997 2007

Census?

Demogtaphic Survey’ 5 years 1995 2005

Demographic and Health 4 years 1996 2000 2004

Survey

Labour Force Survey Quarter Q3,1995 Continuous

Consumption and 3 years 1996 2001 2005

Expenditure Survey*

Impact of Israeli Measures 2001 2003

on Children and Women®
Impact of Isracli Measures  Quarter Q2,2001 Q2,2003 Q3,2003
on Household Economy

Jerusalem Socio-Economic 2 years 2003 2005
Survey®
Time Use Survey 10 years 2000 2010

Computer-Internet Use 3 years 2000 2003
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SOCIO-ECONOMIC CHARACTERISTICS OF
REFUGEES IN OPT

The end-of-year Palestinian population of the Occupied Palestinian
Territories for 2002 is estimated at 3.6 million inhabitants, with
2.3 million living in West Bank including Jerusalem and 1.3 million
living in the Gaza Strip. The population is faitly young, with almost
53 per cent younger than 18 years of age. Among the de facto popu-
lation, the most recent statistics indicate that 42.8 per cent are
refugees, as shown by Table 2.3.

Table 2.3: Percentage distribution of the Palestinian population in the OPT by refugee status
and region, mid-2002

Region
Refugee status ~ West Bank, incl. Gaza Strip Palestinian
Jerusalem Territories
Number % Number % Number %
Refugee 596,368  27.1 886,244 70.2 1,482,612 42.8
Non-refugee 1,606,273  72.9 375,665 29.8 1,981,938 57.2
Total 2,202,641 100.0 1,261,909 100.0 3,464,550 100.0

Almostall residents of refugee camps are refugees (96.5 per cent),
while refugees represent 36.5 per cent of Palestinians living in urban
areas and 20.5 per cent of those living in rural areas. On the other
hand, almost half of Palestinian refugees live in refugee camps
(46 per cent), compared to 36.2 per cent living in urban areas and
17.8 per cent living in rural areas.

The refugee population in the Occupied Palestinian Territories is
slightly younger than the rest of the population. However, the popula-
tion pyramid for Palestinian refugees does not differ in a statistically
significant way from that of the remaining population in the Occupied
Palestinian Territories. While 46.4 per cent of the population as a
whole is less than 15 years of age, 47.4 per cent of the refugees are in
the same age category as compared to 45.6 per cent for the non-
refugees. The age pyramid shows also some difference between the
two groups at the upper end, where 3.3 per cent of non-refugees are
over 65 years, compared to 3.1 per cent among refugees. Overall,
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however, the sex ratios are almost identical for both groups. The
marginal difference between the two groups is also apparent from the
statistics on Total Fertility Rates (TFR) (5.97 for refugees and 5.9 for
non-refugees) and Infant Mortality Rates (IMR) (24.9 against 25.9
per 1000 live births). All these demographic indicators, which influence
population growth, are suggestive of rapid population increase in
the next few years. Assuming continuation of the status quo in terms of
migration rates, and a steady decline in the other two components for
population growth (TFR and IMR by 50 per cent in the next two
decades), the refugee population of the Occupied Palestinian Territories
is expected to reach 1.94 million in seven years. These forecasts are
suggestive of a net growth of more than one third of the refugee popu-
lation as a whole. These figures should attract attention to the growing
challenges of a prolonged status quo on the question of refugees.
Palestinian households are known to be large due to high fertility
rates, with significant differences between the West Bank and the
Gaza Strip, and with refugee households being larger than those of
non-refugees. The most recent statistics show that the average
household size for 2002 was 6.4 persons, with 6.5 persons for refugee
households and 6.2 for non-refugees. Table 2.4 shows that one in

Table 2.4: Percentage distribution of housebolds in the OPT by size and refugee status, 2002

Household size Refugee status Overall
Refugees Non-refugees

1 4.2 3.8 3.9
2 7.1 7.9 7.6
3 6.6 6.7 6.7
4 8.5 9.4 9.0
5 12.3 11.7 12.0
6 12.6 15.3 14.2
7 12.2 13.9 13.2
8 11.5 11.2 11.3
9 9.4 7.9 8.5

10+ 15.6 12.2 13.6

Total 100 100 100

Average household size 6.5 6.2 6.4
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four refugee households has more than eight persons compared to
one in five for non-refugee households.

Education has long been seen as a valuable asset for refugees.
Statistics on enrolment rates show that 42.7 per cent of refugees
of six years of age or more have been enrolled compared to
40.6 per cent for non-refugees. The difference is more striking when
comparing the two groups in terms of those possessing a university
degree, where 4.9 per cent of refugees have a degree compared of
4.1 per cent among non-refugees.

Various indicators relating to economic well-being show that
non-refugee households are better off than those of refugees.
For example, the unemployment rate in 2002 for refugees reached
352 per cent compared to 28.7 per cent for non-refugees.
Among the employed for the same year, one in three refugees
assumed a professional occupation compared to almost one in four
for non-refugees. On the other hand 67.2 per cent of employed
refugees are wage earners compared to 54.5 per cent for
non-refugees.

Table 2.5: Percentage distribution of employed persons (15+ years) by status and
occupation, 2002
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Table 2.6: Percentage distribution of persons (15+ years) by employment status and
refugee status, 2002

Employment status Total
Refugee Employer Self-employed Wage Unpaid
status employee  family
member
Refugee 2.8 23.0 67.2 7.0 100.0
Non-refugee 4.2 29.0 54.5 12.3 100.0
OPT 3.7 26.8 59.2 10.3 100.0

Since January 2001, there has been serious deterioration in the
livelihoods of Palestinians in the Occupied Territories. The 2002
estimates of income poverty show that two of three households
live below the poverty line.” The Gaza Strip, where two thirds of
households are those of refugees, has suffered most. As for refugees,
the statistics show that three in four households lived under the
poverty line in 2002, compared to two thirds of non-refugee
households. Discrepancies between refugees and non-refugees are
also apparent through comparison of availability of durable goods in
households.

MONITORING ATTITUDES REGARDING A
SETTLEMENT OF THE REFUGEE QUESTION

The attitudes and positions of the Palestinian population of the
Occupied Territories on rights, preferences, and expectations
regarding the application of right of return, have been surveyed sev-
eral times in the recent past through a seties of public opinion polls.
However, the findings of some of these polls should be viewed with
caution due to apparent bias in tools, sampling and methodology,
and analytical approach.

Without jeopardizing the right of Palestinian refugees to exercise
their right of return as stipulated by the United Nations and
international declarations, it is important to establish an absorption
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Table 2.7: Households by availability of durable goods and refugee status,
2002

Durable goods Refugee status OPT
Refugee Non-refugee
Private car 14.4 24.1 20.3
Refrigerator 90.9 91.2 91.1
Solar boiler 75.4 74.0 74.5
Cooking stove 98.9 99.0 99.0
Washing machine 84.2 87.1 86.0
Television 93.5 92.5 92.8
Video 8.2 13.6 11.5
Satellite dish 45.9 46.6 46.3
Home library 14.6 20.9 18.4
Computer 7.7 10.7 9.5
Internet connection 2.3 3.4 3.0
Cellular phone 27.9 34.0 31.6
Phone line 32.7 38.6 36.3

index to provide the emerging Palestinian state with a continuous
flow of information on the various scenarios for the settlement of
the refugee question, and the degree of acceptance of each of these
scenarios. The index should be able to measure the process of con-
vergence between preferences and expectations, and should be
developed with a view to providing sound information for the draft-
ing of policies on this sensitive issue.

The question of preferences and expectations was tackled by the
PCBS in a survey of 2,187 households in the Occupied Territories
(1,507 in the West Bank and 680 in the Gaza Strip) between 15 and
19 May 2003. The target population was all adult persons within the
households selected. During the fieldwork, fieldworkers were asked
to collect observations on the receptivity of the general public to this
kind of statistical activity. In general, the public was very receptive,
but rather sceptical and pessimistic. The sceptics, who were mostly
from Gaza, wondered about raising the issue of return when in fact
‘people cannot even manage to reach their homes within Gaza’.
Those who were pessimistic came from different sectors and places,
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and thought that there would be nothing on the hotizon on this issue.
Itis interesting also that some of the selected individuals in the 18- to
19-year-old age group were rather ignorant about the question.

According to the survey results, while almost three quarters of the
Palestinian population of the Occupied Territories prefer the return
of refugees to their original homes, only 18.5 per cent expect this to
happen in the case of refugees livingin the Occupied Territories, and
23.1 per cent in the case of other refugees. Moreover, one in six
believe that the refugees will end up settled where they are, with some
improvement of their living conditions. Expectations regarding an
ultimate solution vary according to whether the refugee is living in
the Occupied Territories or elsewhere. As for refugees living in the
Occupied Territories, 43.4 per cent of those surveyed expect
continuation of their status quo, compatred to 33.6 per cent for the
refugees living elsewhere. Details of these findings are displayed in
Tables 2.8 to 2.11.

Table 2.8: Preferred solution of refugee issue for refugees in the OPT, by region and
refugee status

Indicator Overall Region Refugee status
OPT

Preferred solution West Gaza Refugee Non-

of refugee issue Bank Strip refugee

Improve housing 15.8 155 163  17.0 14.9

conditions in camps

Accommodation in 1.2 1.1 1.2 0.5 1.6

new localities built over

the existing camps

Relocation to new 29 3.5 1.6 2.2 3.3
localities, outside camps

Return to original 72.6 723 734 724 72.8
villages and cities

Status quo will continue 43 42 4.6 4.4 43
Other solutions 0.3 0.0 4.0 0.8 0.0
Do not know 29 3.4 1.9 2.7 3.0

Total (%) 100.0 100.0 100.0 100.0 100.0
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Table 2.9: Expected solution of refugee issue for refugees in the OPT, by region and

refugee status

Indicator Overall Region Refugee status
OrT

Expected solution West Gaza Refugee Non-

of refugee issue Bank Strip refugee

Improve housing 17.2 156 204 192 45.8

conditions in camps

Accommodationinnew 1.9 1.9 1.9 1.4 2.2

localities built over the

existing camps

Relocation to new 2.1 2.1 2.2 2.0 2.2
localities, outside camps

Return to their original 18.5 15.6  24.2 20.2 17.2
villages and cities

Status quo will continue ~ 43.4 471 362 413 449
Other solutions 1.3 0.1 3.5 2.1 0.6
Do not know 15.6 17.7 116 13.7 171
Total (%) 100.0 100.0 100.0 100.0 100.0

According to survey results, the general public is not optimistic
about a solution involving the realization of return to the refugees’
original homes (40 per cent v. 60 per cent), with refugees more
inclined to believe that eventually a solution will be found through
which camp sites will be improved for final settlement.”

DATA GAPS ON THE REFUGEE QUESTION

Current data on Palestinian refugees come mainly from UNRWA
and the PCBS. A limited database has also been setup by Fafo using a
series of one-shot sample surveys on the living conditions of
Palestinian refugees in Lebanon, Syrian camps, Jordan and Jordanian
camps. All other data sources depend directly or indirectly on the
three sources mentioned above.
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Table 2.10: Preferred solution of refugee issue for refugees living outside the OPT, by
region and refugee status

Indicator Overall Region Refugee status
OPT

Preferred solution West Gaza Refugee Non-

of refugee issue Bank Strip refugee

Improve housing 8.2 8.3 8.1 8.9 7.7

conditions in camps

Accommodation in 0.1 0.0 0.2 0.1 0.1

new localities built over

the existing camps

Relocation to new 12.5 113 15.0 14.0 11.5
localities, outside camps

Return to their original ~ 74.3 751 729 712 76.7
villages and cities

Status quo will continue 3.2 3.6 2.3 3.9 2.6
Other solutions 0.2 0.0 0.6 0.2 0.2
Do not know 1.5 1.7 0.9 1.7 1.3
Total (%) 100.0 100.0 100.0 100.0 100.0

The UNRWA databases are based mainly on data flowing from
voluntary registration and administrative records resulting from the
supply of services to Palestinian refugees residing within Palestine,
Jordan, Syria and Lebanon. It is not clear whether systematic efforts
within UNRWA are made to keep these databases current and com-
plete. Moreover, these data are often incomplete due to the lack of
systems of updating, and limited or non-existence of services out-
side the boundaries of refugee camps, with no clear mechanism for
updating these databases.

The PCBS databases are complete and current, and can be used
for extensive analysis of the socio-economic conditions of the
Palestinian refugees of the Occupied Territories. These data, how-
ever, are not focused on Palestinian refugees, but cover the popula-
tion as a whole, with refugees being treated as a stratum in each
survey or census. Moreover, none of the PCBS surveys target
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Table 2.11: Expected solution of refugee issue for refugees living outside the OPT; by

region and refugee status

Indicator Overall Region Refugee status
OPT

Expected solution West Gaza Refugee Non-

of refugee issue Bank Strip refugee

Improve housing 15.5 155 15,6 165 14.8

conditions in camps

Accommodation in 0.4 0.2 0.8 0.6 0.2

new localities built over

the existing camps

Relocation to new 12.6 8.8  20.0 14.9 10.8
localities, outside camps

Return to their original 23.1 19.3  30.3 23.5 22.8
villages and cities

Status quo will continue ~ 33.6 38.0 251 316 35.1
Other solutions 0.4 0.2 0.6 0.7 0.1
Do notknow 14.5 18.0 7.7 12.2 16.2
Total (%) 100.0 100.0 100.0 100.0 100.0

Palestinian refugees in order to conduct in-depth studies. However,
PCBS data are routinely updated and easily accessible for research
and analysis.

Apart from Fafo, other data soutces are basically users of data,
and do not deal with data as a main activity. Hence, these soutces con-
tribute very little to any credible effort to set up a current and useful
database on Palestinian refugees.

The data available on Palestinian refugees suffer from a funda-
mental gap regarding those Palestinians living outside the mandate
areas of UNRWA. According to the PLO Department of Refugees
Affairs, almost 17.5 per cent of Palestinian refugees ate reported to
be living outside that mandate. Therefore, very little, if anything, can
be known about the various indicators regarding these Palestinians,
including their positions on the question of future return or settle-
ment. As for the remaining Palestinian refugees who ate currently
living within the five countties of the UNRWA mandate, serious data
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initiatives can and should be taken to fill existing gaps, and contribute
to an eventual solution of the refugee question. These initiatives may
include:

* An in-depth review of various databases in terms of coverage,
timeliness, conceptual basis, methodology of updates, and
comparability with the international standards and recommenda-
tions. This review should aim at matching and harmonizing
existing sources in order to facilitate further research using these
sources.

* A review with UNRWA of their databases in terms of content,
possible updates, and usefulness for statistical purposes. The
review may establish pragmatic methodologies for updating
these databases.

* In-depth studies using available data and specially collected data
on the absorption capacity of Palestinian society and its economy
and investment needs, studies which could contribute to a
smooth and controlled return of Palestinian refugees. These
studies may focus on the challenges of absorption, including
social inclusion, infrastructure, labour, housing, health and
education.

* Sample-based studies on the socio-economic conditions of
refugees in host countries, and the characteristics of refugees in
the diaspora using the Fafo tools. These studies may be extended
to focus on the socio-economic profile of potential returnees in
order to facilitate the smooth social inclusion of returnees into
Palestinian society.

* It is highly recommended to provide support for setting up a
regional database at PCBS on potential returnees, and for
UNRWA to launch an initiative designed to update its databases.

PCBS will welcome any initiative among the various stakeholders
leading to the pooling of resources and expertise to establish rigor-
ous databases on refugees and their concerns, irrespective of their
current co-ordinates. PCBS is equally eager to examine all issues or
questions that might be identified in the course of progress towards
a final political settlement.



CHAPTERS3

Living in provisional normality: 1he living conditions of
Palestinian refugees in the host conntries of the Middle East

Jon Hanssen-Bauer and Laurie Blome Jacobsen, Fafo Institute for Applied
International Studies, Oslo, Norway

INTRODUCTION

The majority of Palestinian refugees who left Israel in 1948 as a
consequence of the war found themselves in neighbouring host
countries, where they and their offspring lived out their lives. Others
who went to the West Bank became further displaced during the
1967 war and moved to the East Bank of the Jordan River. After
living for more than 50 years as refugees, they are still awaiting a polit-
ical solution to the Israeli-Arab conflict that would enable them to
see their life-situation restored to normality. While these populations
are still suffering from having a provisional status in which their
rights to return or compensation have not yet been satisfied, our
studies of their living conditions show that their livelihoods have
stabilized after three generations and their basic living conditions
resemble those of the host country populations.

The government of Norway has funded surveys by Fafo Institute
of Applied International Studies and Fafo partners in these host
countries throughout the 1990s and early 2000s (see Table 3.1). The
surveys were primatily household and individual nationwide surveys
covering various population groups (camp refugees, non-camp
refugees, refugees living outside of camps in homogeneous settle-
ments or ‘gatherings’, and some survey data on non-refugees). The
Fafo surveys collected information on a wide range of health, educa-
tion, labour market and housing issues, as well as other political,
religious and social attitudinal information based on data collected at
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the individual level. Research and analysis have also included studies
on the use of UNRWA services, the level and scope of UNRWA
services and the UNRWA financing mechanisms.

The series of Fafo surveys has provided the most comprehensive
data-set on Palestinian refugees available today, and data is directly com-
parable to national surveys and international standards in most cases.

Perhaps the most pertinent result of these surveys is that the data
show small differentials in the main indicators of living conditions
between the population of refugees living outside the camps and the
host country population in these countries. There are more import-
ant variations between the countries. The purpose of these studies
was to establish a better understanding of the humanitarian situation
among the refugee households across the UNRWA fields of opet-
ations. By using indicators that ate standard internationally, these
studies allow for comparison across the fields and across different
types of populations in the region. The latest of these studies, the
one of refugees living in camps in Syria, is completed and published.

Table 3.1: Fafo surveys on Palestinian refugees in the Middle East

Location Population Year

Palestinian Occupied = Camp refugees, non-camp 1992, 1994

Territories refugees, non-refugees

Jordan (nation-wide) ~ Camp refugees, non-camp 1996, 2003
refugees, non-refugees

Jordan (refugees) Camp refugees, gathering refugees 2001

Lebanon Camp refugees, gathering refugees 1998

Syria Camp refugees, gathering refugees 2001

UNRWA camps in Refugees 2003

Jordan, Syria,
Lebanon, the
West Bank and Gaza

Some shortcomings of these studies should be noted. The studies
were not undertaken at the same time, and they do not always cover
the total population that we, as statisticians, would have preferred.
The best coverage is found in Jordan, where the Department of



Living conditions in host countries - 31

Statistics (DOS) completed a survey of national coverage in 1997 that
was later supplemented with an in-depth study of the camps in 1999.
These surveys allow us to undertake further comparative studies
because the samples used cover refugees living in camps, refugees living
outside camps, as well as the host population. In the Palestinian
Territories, some of the Fafo data is quite old (1992 and 1994) and needs
to be updatedif itis to be useful, especially in light of the sharp economic
decline in the West Bank and Gaza since 2000. However, the Palestinian
Central Bureau of Statistics (PCBS) has updated data for some, but not
all the indicators found in a Living Conditions survey (see the chapter by
Abu-Libdeh elsewhere in this volume). In Syria and Lebanon, surveys
have been undertaken by Fafo and the Palestinian Central Bureau of
Statistics in Damascus. Here, the studies covered only the refugee
population in the camps and those living in the so-called ‘gatherings’
which are camp-like surroundings outside of the camps proper. Little is
known in both countries about the refugees living outside the camps and
the gatherings, and the available data on refugee camp population has yet
to be compared to national statistics of the host country population.

Before examining the results of the surveys in detail, we will first
summatize our conclusions. To the extent that we are able to detet-
mine, after 50 years of living as refugees, the living conditions of this
population generally resemble those of the host countries’ popula-
tions. Surveys indicate that adequate services are provided by
UNRWA to cover the basic socio-economic needs of the refugees,
particulatly those living in camps and therefore, there are more
important variations across the countries than within them.

This being said, 1.1 million refugees live in camps. These camp
refugees have lower incomes and poorer health and education levels
than those outside the camps. However, camp refugees have better
access to basic health and education services due to UNRWA’s pres-
ence. The latter point directly leads to the conclusion that the camp
populations do not face bomogeneously poor living conditions, nor do
they constitute the main poverty problem in the host countries.

Living conditions in camps in general are poorer in Lebanon and
in Gaza, and again the difference seems to be greater between the
host countries than between host and refugee populations within the
same country. In this sense, the living conditions of refugees are
influenced by the local context.
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There are many estimates of the size of the Palestinian refugee
population, as these depend on the definition of ‘refugee’ used and
the purpose of the estimate. Fafo has made an estimate of the popu-
lation currently living in the four host countries, using a definition of
refugee based on self-assignment (Table 3.2). We have used sample
data and various techniques to estimate the total population. These
estimates are more complicated to make regarding refugees living
outside the camps in Syria and Lebanon, than for the other popula-
tion segments. By mid-2002, a total 3.34 million refugees lived in
these countries, assuming that all children of refugees inherit their
fathers’ refugee status. Some 1.1 million refugees in Syria and
Lebanon are living in the camps. The out-migration from Lebanon is
high, and the migration into and out of camps is relatively high in
Jordan and in the West Bank and the Gaza Strip.

Table 3.2: Fafo population projections (in thousands of refugees)
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2002 585 772 1484 106 198 159 296 3335
2005 628 854 1563 110 206 166 309 3,561

2010 092 996 1,681 117 218 177 330 3,918
2015 749 1,143 1,790 123 229 188 350 4,261
2020 801 1,293 1,895 129 240 198 368 4,598

As mortality rates are low and stable across all of the main refugee-
hosting counttries, the demographic future of the Palestinian refugee
population is largely determined by fertility and migration. Fertility
rates amongst Palestinian refugees are falling to the host country
levels in all areas except Gaza. Migration is an important component
of demographic change, but the extent of migration is largely
unknown and impossible to predict. The total Palestinian refugee
population is actually growing with approximately 78,000 persons a
year, and will reach a total of 4.6 million in 2020 — if we assume
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no migration. The population growth will gradually change the
distribution of the population across the countties.

When we say that livelihoods are stabilized, we actually refer to two
phenomena. First, bearing in mind that refugees did not choose where
to live, they nevertheless were able to create neighbourhoods consist-
ing of social and family networks that resemble the situation of their
Palestinian villages. Close kin live nearby and continue traditional pat-
terns of intermarriage allowing larger family groups to stabilize the
social space for the refugees where they live. Second, the living condi-
tions for refugees, by and large, are similar to those of the host
country population, particularly for those living outside the camps. As
noted eatlier, there seem to be greater differences in livelihoods
between refugee populations in host countries than between host and
refugee populations within the same country. As their refugee liveli-
hoods adapt to those of the host country, it implies the livelithoods of
refugee populations in different countries differ more from each other
than from the livelihoods of host country populations.

There are more differences in livelihoods between refugees living
in camps and those outside camps. Some variables indicate thatliving
conditions are in fact worse for refugees in the camps. To some
extent, however, this is compensated for by better access to infra-
structure than that enjoyed in poor areas in the same country. Camps
are mostly urban sites that are served by UNRWA, which actually
improves refugees’ access to infrastructure and services. Refugee
camps also receive services from other organizations, including
many non-governmental organizations (NGOs), as is the case in
Lebanon. As the situation in the camps becomes more stable and
comparable to host populations, because of the presence of
UNRWA and other service deliverers, refugees tend to move to the
camps when in need of these services and the protection of
UNRWA. They move out if they can afford to do so. The net result
of this demographic movement is what statisticians call a selection
effect. In both camp and non-camp communities, however, the
differences between people inside the group are bigger than the
differences between the group and other groups.

The overall picture emerging from a compatison across the
UNRWA fields shows that the indicators of living conditions
generally are poorer in Lebanon and in Gaza than in other places. To
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illustrate this general picture, we present a number of examples.
More thorough analysis of the results can be found in the various
Fafo publications, and a cross-country compatison may be found in
the Finding Means report (Blome-Jacobsen 2003).

HOUSING AND INFRASTRUCTURE

Refugee camps in Jordan, Lebanon and Syria are situated on land
made available to UNRWA by the host governments to provide
housing and services to refugees. Responsibility for the provision of
infrastructure services such as sewage disposal, water and electricity,
technically lies with the host government, although UNRWA has
provided infrastructure in locations where other parties have not
done so. Following the signing of the 1993 Declaration of Principles
by the PLO and Israel, UNRWA launched the Peace Implementation
Programme (PIP) — a programme specifically geared towards
improving services and infrastructure to refugees across all fields as
ameans of encouraging the peace process.

The type of housing initially set up for refugee households in the
camps to replace tents was ‘shelters’ or small single detached
dwellings. Those who moved into the camps subsequent to this have
mostly built their own shelters or purchased them. UNRWA does
not own the original camp housing but refugees are free to use the
housing so long as UNRWA is given use of the land upon which
the houses are built. UNRWA’s main role in shelter maintenance is
the reconstruction of shelters damaged during natural or man-made
disasters, and the rehabilitation and maintenance of the shelters of
families that are registered as special hardship cases. Shelter modifi-
cation is usually regulated by the host governments to a greater or
lesser degree depending on the country and time frame. Outside the
camps, UNRWA has provided monetary assistance for dwelling
repair to families registered as special hardship cases. Since the initial
setting up of shelters, the stock of refugee housing in the camps has
changed considerably — a necessity given that the population has
increased but the camp borders have not. Where they have had the
means and permission, refugees have replaced, modified or built
additional shelters.
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The degree to which a ‘housing market’ exists in the refugee
camps is unclear. A large proportion of camp refugees report that
they own their dwelling (between 70 and 90 per cent), although there
is no regulatory framework surrounding ownership, buying or sell-
ing. In addition to the issue of the lack of secure tenure, housing
development has occurred under more or less physically restrictive
conditions and has been largely unplanned by any central authority.
The result is high camp density and inadequate infrastructure,
including very narrow roads that often are not wide enough for
emergency vehicles to pass. The displaced refugee population in
Lebanon comprises a particularly vulnerable group who, because of
the hostilities occurring in the country, have lost the basic shelters
they were given initially. Although emergency programmes have
helped to rebuild destroyed shelters, refugees who were not
re-housed in camps often live as squatters on the periphery of camps
or other urban areas.

Finally, apart from direct implications on security of tenure, hous-
ing market and housing regulation arising from the special situation
of camp refugees, current practices and regulation within the host
country have had significant implications in particular for refugees
residing in Lebanon. Lebanese authorities refuse to allow building
materials to enter into the camps, in addition, a recent amendment of
the Lebanese property law was passed by Parliament giving foreign-
ers the right to own property, whilst specifically excluding
Palestinians.

Despite infrastructure problems commonly cited as complicating
life in refugee camps, thanks to the effort of UNRWA and other
providers, infrastructure facilities are generally better among
camp refugees than in many Arab countries. Overall, infrastructure is
quite good in the West Bank and Gaza Strip. In Syria, the Yarmouk
refugee camp has good infrastructure services while other camps
fare badly.

Camp infrastructure in Jordan is even worse while camps in
Lebanon generally have poor infrastructure. Rural camps in the West
Bank score more pootly on a range of indicators than camps in Gaza,
such as the camps in the Hebron area.

Overall, Palestinian refugees have good access to electricity
(98 per cent are connected to an electricity network), and have
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independent kitchens (96 per cent) and toilet facilities (95 per cent) in
their residences. The availability of these three amenities varies
little across groups. However, other infrastructure amenities are lack-
ing for camp refugees and those living in gatherings outside
the camps.

It is not surprising that access to basic infrastructure mostly
depends on where one lives. However, other factors impacting on
the resources of the household (like income and education level) also
matter — although this is mostly for refugees living outside of camps.
Thus, refugees living outside camps and who have the necessary
resources, can locate themselves in places with better infrastructures.
More than one third of camp residents across the host countries live
in very crowded dwellings (three or more persons pet room) with
inadequate indoot environment.

Two thirds of the refugees report that they own their dwelling —
which is a comparable figure to the non-refugee population.
However, we think this figure masks a variety of ‘property forms’
that are of a more precarious nature than for non-refugees. We find
that refugees own less fixed property when it comes to land, for

instance. Yet, we also find few differences regarding ownership of
durables.

Table 3.3: Summary of good and poor health and infrastructure outcomes

Good outcomes Poor outcomes

¢ Urban West Bank and Gaza * Jordan and Lebanon camps

camps (1996) and Yarmouk infrastructure access: +60%
camp in Syria infrastructure lack piped drinking water
access: +80% have piped and sanitation
drinking water, electricity * Camp households crowded:
and sanitation 30—40% with three or more
* Non-camp refugees in persons per room, large

Jordan similar to non- households in camps
refugee households (11 persons ot mote)

* Poorindoor environment in

camps

*  West Bank rural camps
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MOTHER AND CHILD HEALTH

Maternal care standards among camp refugees are more similar
to developed than to developing countries. More than 80 per cent of
pregnant women use prenatal care and 85 per cent of the deliveries
are assisted by qualified personnel. Less than 10 per cent of infants
have low birth weight, and child nutrition is not a considerable
health problem among refugees. However, conditions in Lebanon
should cause concern, as the refugees living in the camps there
have higher infant and maternal mortality than any other host coun-
try or camp. Camp and gathering refugees in Lebanon also have a two
to three times higher rate of childhood chronic illness than the
refugees in other host countries. Chronic childhood illness or
disability is, moreover, a major contributor to illiteracy among
refugee children.

Table 3.4: Percentage of women receiving pre-natal care by a skilled
attendant (doctor, nurse, trained midwife)

Location/Population Percentage
West Bank: camp refugees 90%
West Bank: non-camp refugees 95%
West Bank: non-refugees 94%
Gaza Strip: camp refugees 99%
Gaza Strip: non-camp refugees 99%
Gaza Strip: non-refugees 98%
Jordan: camp refugees 95%
Jordan: non-camp refugees 86%
Jordan: non-refugees 82%
Lebanon: camp refugees 95%
Lebanon: gathering refugees 95%
Lebanon: national 87%
Syria: camp refugees 96%

Syria: gathering refugees 92%
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Table 3.5: Summary of good and poor maternal and child health outcomes

Good outcomes Poor outcomes

* Maternal care outcomes * Lebanon: Higher infant
among camp refugees more mortality, higher maternal
similar to developed than mortality (239 deaths per
developing countries 100,000 live births), 2-3

* Prenatal care +80% times higher rate of

* Delivery assistance +85% childhood chronic illness

* Less than 10% infants with * Syriaand Lebanon: Gaps in
low birth weight vaccine coverage. Less than

*  Child malnutrition not a 75% fully vaccinated, poor
considerable health problem measles coverage

ADULT HEALTH

Adult health conditions among refugees are similar to those of other
middle-income countries. That is, chronic health conditions such as
heart disease and diabetes have replaced infectious diseases as the
main public health problems. What distinguishes the refugee com-
munity in this regard, however, is the large proportion of the camp
refugee populations in Jordan and Lebanon suffering from chronic
health problems.

The situation is worst in Lebanon. Over 50 per cent of adults
(15 years and older) in Lebanese camps and gatherings are afflicted
with a functional impairment (movement, sight, or hearing), chronic
illness, other disabilities or severe psychological distress. From the
perspective of the refugees themselves, twice as many adult refugees
living in camps and gatherings in Lebanon report that they view their
own health as ‘bad’ compared to refugees in the other host countries.
Not only are rates of illness and disability higher in Lebanon, but
there are also particularly high rates of poor health among young age
groups (less than 35 years) compared to other settings.

In Jordan, there are lower rates of adult health failure than those
found in Lebanon, but here we can measure a distinct difference
between camp refugees and others. Nineteen per cent of camp
refugees have a chronic illness or disability compared to 12 per cent
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of non-camp refugees and 9 per cent of non-refugees. Thus over
twice as many camp refugee adults have chronic health failure com-
pared to the non-refugee population.

In camps in Jordan, Lebanon and Syria, we also find that psycho-
logical distress is widespread among refugees. In all camps, 40 to
60 per cent of adults report that they suffer daily from three out of
seven possible psychological distress symptoms.

Apart from geographical location, other factors are associated
with poor health amongst Palestinian refugees. We have identified
two main sub-groups of households having members with poor
health which are not only related to poverty but also the lifecycle of
the household. The groupings include the eldetly or female-headed
households with low income, and younger camp and gathering
refugee households in Lebanon. Chronic illness is more often
associated with the first group of households, while psychological
distress and child illness are more likely to occur within the second
group. However, there is a clustering of poor health indicators in
both these two groups including functional impairment (sight,
heating or movement), chronic illness and low income.

EDUCATION

Literacy rates are generally high for refugees compared to non-
refugees in the region. In every host country except Lebanon, the
literacy rates are higher among camp refugees than others in the same
field (Table 3.6). In Lebanon, however, there has been no improve-
ment in the level of adult education for refugees in the last 30 years,
and in Syria educational achievements are also deteriorating;

Education outcomes used to be high for Palestinian refugees, as the
population traditionally invested in education for the children. The
surveys show that refugee literacy rates are high compared to rates in
the region, and that they are higher within the camps than outside
them. We also find high-school enrolment rates, and girls have the
same access to basic education as boys. However, there are also several
alarming signals indicating that this situation may be changing.

In the camps in Lebanon, 60 per cent of the young adults (18 to
29 years of age) did not complete basic education. Here we also find
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high youth illiteracy, and a high rate of children repeating grades. In
other areas, we find alarming levels of children dropping out of school
in the camps. Some 50 per cent of camp and gathering refugee house-
holds in Lebanon have no member who has completed basic education.
Households with typically good education outcomes are associated
with high income and many working members. Camp refugees in
Jordan fall into this group due to their relatively good adult education at
the household level. Some 30 per cent of Jordanian camp households
have at least one member with more than secondary education com-
pared to 12 per cent in Syrian camps and 9 per cent in Lebanese camps.

In Syria, despite high levels of literacy, we also see many young
adults not having completed the basic cycle of elementary school
education (40 per cent), and lower secondary enrolment rates than in
any place except Lebanon. Partly this can be explained by the fact
that Lebanon is the only field where prepatory education has not
been compulsory, while in Syria, the government included it into the
compulsory cycle from the 2002,/2003 school year. Another explan-
ation for younger camp refugees in Syria failing to keep up with
camp refugees in Jordan, the West Bank and Gaza is that we do not

Table 3.6: Summary of good and poor education outcomes

Good outcomes Poor outcomes

* Refugee literacy rates high * Lebanon camps: 60% of

compared to region (higher young adults (18-29 years)
in camps) did not finish basic educa-

*  97% of refugee children of tion, high youth illiteracy
elementary school age are and grade retention rates
enrolled in school e Syria camps: 40% of young

* Refugee gitls’ education as adults (1829 years) did not
good as ot better than boys’ finish basic education
(exceptin WBGS) *  West Bank and Gaza camps:

*  Sytia camps: High education Gitls drop out to matry or
levels for both men and care for family, much higher
women in middle-age groups illiteracy than boys

* Jordan camps: Young males
drop out, have higher illiter-
acy than previous generation
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find the same level of education mobility. Educational mobility is
defined as younger generations having higher educational status than
their parents. There is tremendous education mobility among the
camp population in Jordan, and also in the West Bank and Gaza.
There are very high education levels among camp refugees in Syria in
the middle-age groups, particularly amongst women. Unfortunately,
these gains in educational achievement have not been sustained.

POVERTY

The refugees are not a homogeneously poor population. Using a
simple poverty index, poverty ranges from 23 per cent of refugees
earning less than two US dollars per person per day in Syrian camps to
35 per cent in the camps in Lebanon. Extreme poverty (those earning
less than one US dollar per person and day) ranges from 5 per cent in
the Syrian case to 15 per cent in the Lebanese. Poverty is also a factor
that is determined by the context in which the refugees live. Refugees
rely heavily on employmentincome, but have differing access to labour
markets and to the social welfare benefits that come with employment.

Knowing poverty rates for different types of households is useful,
but this does not tell us whether or not those in poverty collectively face
similar situations. That s, we know households dependent on financial
transfers from UNRWA are more often poort, but this includes many
types of households such as the eldetly and retired, or female-headed
with children, or a single, disabled person with no hopes of employ-
ment. These different types of households have possibly very different
coping strategies. We find that the higher poverty rates among camp
refugees in particular are most closely related to a very high depend-
ence on wage income to keep the household out of poverty.

There are three types of poor refugee households: (i) families with
the main earner unable to work (poorest), (i) eldetly- or female-
headed households (less poor), and (iii) families with one working
member and many dependents (the largest group of the poor).
Within the first category, young families with no earners are the
poorest. These are households with heads in the prime-earning age
group, in which no member is employed, and in which one or more
members are seeking work without success.
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The second group, also with no working members, the elderly and
transfer-dependent households, are less often poor than the first.
They are less often poor because lack of income is compensated for
by private transfers. They have children and other relatives’ support,
preventing many from falling below the poverty line.

The third group, the working poor, is comprised of families
relying on few wage earners with many dependants. These families
comprise the largest group of the poor.

The refugees in Lebanon are worst off in terms of poverty
because they are relatively more excluded from the formal labour
market and they have poorer health. They make up the highest pro-
portion of families with no employed member and the transfers they
receive cannot compensate for their situation. The refugees in Sytia
are better off than those in other host countries, despite Syria being
the poorest country. This is because many refugee women in Syria
work, and because the education level of middle-aged working
refugees in that country is higher than in other host countries, lead-
ing to relatively higher incomes. Some 20 per cent of women aged
15 to 64 years among camp and gathering refugees in Syria are
employed, compated to 15 per cent in the camps in Lebanon, and
only 10 per cent in the camps in Jordan.
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Figure 3.1 Labour force participation rates
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Our studies show that refugees in general, notably those living in
camps, are somewhat more vulnerable to poverty than the host
country population. This finding is reflected in the fact that although
refugees are as economically active as the host country population,
they earn less per invested hour. Like the host population, they have
low labour force participation due to the low labour force participa-
tion of women generally. They also work in sectors of the economy
where work provides less in terms of social welfare benefits. The
main factor in creating their increased vulnerability, therefore, lies in
their weaker relation to the labour market.

The poor are not only found among those who do not have work,
but also among those who have work that does not pay enough. This
vulnerability is somewhat compensated for by transfers and remit-
tances, but more importantly by the services and relief work of
UNRWA and others. In terms of poverty, unemployment in itself is
not the main problem, but low productivity and few household
members who work and earn alow income.

Despite the prevalence of poverty among the camp and gathering
refugee populations, basic welfare outcomes among the poor and
non-poor according to most indicators differ little. In the case of
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chronic illness prevalence among the poor, this could be either a
cause or a result of poverty.

Table 3.7: Summary of poverty rates among camp and gathering refugees

Syria Lebanon Jordan West Gaza
Bank Strip

ultra-  poor  ultra- poor  ultra-  poor poor  poor
poor poor poor

% households 5 23 15 35 9 31 19 38

%0 persons 6 27 10 36

Gap ratio 29 31 42 43 38 36

Poverty gap 2 7 6 15 3 11

Estimated 10,590 45,850 24,343 55,182 17,480 17,480
population

*Poor = less than $2/person/day; ultra-poor = less than $1/person/day. West Bank and
Gaza Strip figures reflect PCBS poverty line.

The stabilization of livelihoods can be explained by the efforts
made by the refugees themselves in reshaping their lives, as well as to
the assistance and access to labour markets and public welfare pro-
vided by host countries. This stabilization is also due to the assistance
provided by the international community, mainly through UNRWA.
However, not all refugees are users of UNRWA services and assist-
ance. The number of users varies among the different host countries
from 26 per cent using UNRWA health services in Jordan (only 2 per
cent of those living outside the camps) to 42 pet cent in camps and
gatherings in Lebanon. When we compare the population that uses
UNRWA services with the population that does not, we find that
women, the poor and those with low education have a higher
propensity to use UNRWA services than others.

UNRWA therefore constitutes the basic security net for
Palestinian refugees, supporting those who are unable to stabilize
their livelihoods or make their livelihood comparable to that of the
host country population — by their own means and their own labour
force. Should UNRWA discontinue its assistance, the picture of a
stabilized and comparable livelihood situation to that of the
host country population would be severely changed into one of
cleatly unsatisfied basic needs that often characterize a provisional
presence.
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Earlier in this chapter we emphasized that there are important
migratory movements among refugees. People move in and out of
camps, and they leave one country to find work in another. This is
particularly evident in Lebanon, but we think this may also apply to
other countries where data is lacking, and where refugees may leave
the country to seek work in the Gulf, in Europe or in North America.
Migration may have implications on our living conditions measure-
ments and our selection of samples. It is possible that refugees who
do stay are those who did not have resources to leave, or did not find
the opportunity to leave. This may cause increased unemployment,
lower educational levels, and probably also poorer health among
those who remained than what might otherwise have been found.

By way of conclusion, we should ask whether this picture of living
in provisional normality — that is, in a stabilized livelihood situation
that is comparable to conditions in the host country — is a simplified
or rosy picture? Perhaps. The immediate corrective to this impression
that should be made is that refugees have left their homeland, identity
and property behind. They have been forced into a provisional situ-
ation where their choices are severely limited. Not being worse off
than others is little relief when your situation is perceived to be unjust.
The efforts of host countries and the international community have
helped to avoid a humanitarian disaster, but the camps are still monu-
ments to the suffering of millions of Palestinian refugees.
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CHAPTER 4

Social capital, transnational kinship and refugee
repatriation process: Some elements for a Palestinian
sociology of return

Sari Hanafi, Shaml, the Palestinian Diaspora and Refugee Center, Ramallah’

INTRODUCTION

Around the wotld, the experience of repatriating refugees has shown
that there are few aid packages available from governments or intet-
national organizations to fully support the return process. Social cap-
ital, or the capacity of the individual to command scarce resources
through adhesion to networks and broader social structures, seems to
play an important role in supporting returnees, especially at the begin-
ning of such a process. This chapter will examine the social capital
from which Palestinian refugees might benefit in the event that they
are allowed to exercise the right of return, and will use an analysis
based on the study of economic and social transnational kinship net-
works of Palestinian refugees. To develop this analysis, a socio-
economic and anthropological survey was conducted in the West
Bank and Gaza examining the different types of networks to which
individuals have access. The survey also gave particular attention to
understanding the processes by which inclusion in (or exclusion
from) these networks is sustained. The survey was conducted by the
Palestinian Diaspora and Refugee Center, Shaml, in Palestine and
Israel, between January and October 2003. Other surveys, like Birzeit
University’s Survey of Households,” Fafo® surveys in Jordan and
Lebanon, as well as surveys conducted by the Palestinian Center for
Policy and Survey Research (PSR)* will also be used for comparison.
This chapter identifies some of the factors influencing patterns of
return and transnationalism, and highlights the social and economic
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kinship between Palestinians inside and outside the Palestinian terri-
tories, as well as the mode of entrepreneurship in the Palestinian
territories. Unlike other studies on the absorption of refugees, which
focus only on the contribution of the state and the international
community in facilitating return, I am more interested in examining
what sociological factors, such as social capital, can encourage return
or adaptation to a new economic environment. This study will focus
on the structural factors that influence the decision to return, such as
economic and social kinship networks, entrepreneurship and migra-
tion culture, as opposed to emotionally based attitudes, which
express the subject’s political position but not necessarily their actual
intention to return.’

What pattern of return will take place? What will be the profile of
returnees? Will there be a literal mass of refugees rushing in simultan-
eously, or a trickle of fragmented groups? What is the motivation
for return: pure nationalism and the desire to stabilize identity/iden-
tities after the experience of exile, or something extending beyond
that? In case of an Israeli acceptance of the principle of the right of
return, would return be voluntary or coerced? What constitutes
return ‘in safety and dignity’? Should refugees be required to return if
they cannot go back to their areas of origin, but must settle instead in
another part of the country? These are some of the questions that
this study attempts to address.

Examining return migration from the perspective of network
analysis will be fruitful for the objectives of this study. I will draw on
studies that consider a wide spectrum of factors affecting the possi-
bilities and potentialities of return, including the role of kinship
networks, refugee dispersion patterns, and pre- and post-return
economic and social profiles. Other factors to be considered include
the desires of individual refugees to return to the (or @) homeland,
and the ways in which return is likely to be implemented (be it imme-
diate or over an extended period of time).

ASSUMPTIONS

For this study I formulate four assumptions. The first assumption is
that economic action is embedded in social structure. For this reason it is very
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important to study social networks and understand the economic
behaviour of Palestinian returnees and local entrepreneurs at pre-
sent, and in case of either their return or the intensification of
transnational movement.

The second assumption concerns zhe privilege of family ties over friend-
ship ties. As mentioned, I attempt to identify the different levels of
social structures into which the individual, the subject of intended
(return) migration, is inserted (friendship, extended family, village
ties, national ties). I believe, however, that the nuclear and the
extended family are major factors influencing the decision to migrate
and also the system of support for the future absorption of
Palestinian refugees. Therefore, one of the objectives of the field-
work was to identify the different types of family ties: strong, weak or
broken.

The third assumption deals with a pattern of return that is not just
definitive but also transnational. This means that the refugees/returnees
would maintain their social, economic, and political lives in both the
country of return and the country in which they lived prior to return,
and might even be citizens of both countries.

The last assumption of this study is political. 7he project of two
nation states remains popular with the majority of both Palestinians and Israelis.
What is at issue is the type of nation states that Israelis and
Palestinians will develop. If Israel accepts the Palestinian right of
return, Palestinian refugees’ return will be subject to sociological and
economic considerations. Moreover, imposed quotas will tremen-
dously influence the choices made by refugees concerning their
future place of residence.

COMPARING THE PALESTINIAN EXPERIENCE
WITH OTHER REFUGEE EXPERIENCES

Solutions to refugee problems have traditionally been divided into
three categories: voluntary repatriation, local integration in the coun-
try of asylum, and resettlement from the country of asylum to a third
country. The first option might be perceived as the most ‘natural’
option but it is also the most complicated. I prefer to call it ‘return
migration’ to emphasize the fact that voluntary repatriation is a
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migration like any other migratory movement. It involves a complex
legal framework and institutional arrangements as well as favourable
political, economic and social conditions. In addition, the intet-
national environmentis very important to enable such movement. In
the optimistic environment that accompanied the end of the Cold
War, a number of large repatriation operations have taken place and
there was hope that lasting solutions might be found for many of the
world’s refugee problems.

FACTORS INFLUENCING THE MOVEMENT OF
REFUGEES

Many factors influence a refugee’s decision to return. Understanding
patterns of return cannot be achieved through an analysis of macro
processes of globalization and global markets, but should be gained
through a sociological analysis of the political, social, and cultural
attributes of the Palestinian people.

In this section, I focus on some elements mainly related to the eco-
nomic sociology of Palestinian refugees in the host country and in
the country of return (the Palestinian territories or Israel). Focusing
on these elements, however, does not mean that they are the only
important factors. For instance, geographical factors influence
refugee decisions. Here I must highlight the importance of Salman
Abu Sitta’s work (2001) in opening the debate concerning the poten-
tial of geographic absorption in Israel. He demonstrates, after divid-
ing Israel into three demographic areas (A, B and C), that 68 per cent
of Israeli Jews are now concentrated in 8 per cent of Israel and that
the areas in and around the former Palestinian villages remain empty
and could absorb returning refugees. Abu Sitta argues that these
empty rural areas correspond with the original location of the homes
of the majority of Palestinian refugees. However, it is important to
ask if, after 55 years of exile, these refugees, the majority of whom
now dwell in cities, can still be considered peasants. They have
become residents of big cites and it is pertinent to ask if they would
choose to resettle in their villages of origin. Those who became
urban refugees were stripped of their ecological and sociological
relationships with their original homes in these rural areas. They may
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no longer identify with the land upon which their families worked, a
phenomenon experienced by Algerian refugees after independence.
Morteover, according to the 2003 survey by the Palestinian Center for
Policy and Survey Research (PSR) in the Palestinian territories, the
houses of half of these refugees have been destroyed, while
40 per cent of refugees have declared themselves unwilling to return
if a family home no longer exists.

The ability to absorb refugees geographically is not a decisive
factor in return scenarios. Irish-Americans did not return to Ireland
following the end of British colonialism, few Armenians returned to
Armenia after its independence, and only a small number of
Lebanese returned to their country of origin following the end of the
civil war. In all these cases, there was not only ample capacity, but also
the political will for re-absorption.

Another important factor, which demands attention but is not
addressed in this study, is the comparison between the social welfare
systems in refugees’ current countries of residence and the return
areas. For instance, in comparison to Israel, the Palestinian territories
and Jordan have inadequate health, social welfare, and educational
services. This could be a factor which would encourage Palestinians
to return to Israel, rather than to the Palestinian territories.

Finally, the possibility of the return of Palestinian refugees is still
closely connected with three elements: the right of return and its
applicability; the urban situation of refugee camps; and the political
position of Arab host country governments. It is worth mentioning
that many studies show that refugees have low expectations about a
political solution which would allow them to return to their homes of
origin. The 2003 PSR survey found that some 50 per cent of the
refugees believed that once a Palestinian state is established, the
resolution of the refugee issue will be indefinitely postponed.

Social capital: the density of transnational social kinship ties

Because the extended family network is an important safety net for
migrants, I focus on ‘bonding’, a form of social capital that ties people
to family members who are similar in terms of their demographic
characteristics. I examine how transnational kinship networks are
affected by the occupation and national borders that structure,
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extend, and deepen the rupture of Palestinian society and ask: how
should the strength of kinship ties be measured? Do close relation-
ships link people who are similar to each other? Do weaker ties link
more dissimilar people? Indeed, some forms of social capital can
be used to hinder rather than help a return migrant, such as when
group membership norms confer obligations to share rather than
accumulate wealth or when they deny members access to services
(Portes 1998).

Connectedness between different family members is based on a
large spectrum of choices by individuals and families. The measure-
ment of this feeling of connection is certainly subjective, but Shaml’s
survey chose a set of structural factors that may shape and ultimately
limit these choices. The border predicament, the frequency of visits,
phone calls, and the use of cyberspace are indicators of the (non)
connectedness of the family network. They shape relations among
family members and thus may influence the decision to return.

Transnationality

The Shaml survey confirmed a certain degree of transnationality
among Palestinians (more among those in the Palestinian territories
than those in Israel). This suggests that there will be a transnational
pattern of return migration in the future, much more than a defin-
itive return, and that the kinship networks can be used to facilitate
this movement.

Among those living in the Palestinian territories, 40 per cent have
close relatives’ who live abroad, only a quarter of whom are able to
visit Palestine/Israel. In contrast, among Palestinians in Israel, only
15 per cent have close relatives who live abroad of whom 13 per cent
can travel to Palestine/Isracl. When we broaden the picture to
include second degtee relatives,® 76 per cent of Palestinians living in
the territories have second degree relatives abroad, half of whomare
able to visit Palestine/Israel; more than 79 per cent of them are
refugees. Social and economic ties were found to have diminished, as
only 15 per cent of those interviewed have received aid from their
relatives abroad; a figure that drops to 8 per cent for those who live in
Israel. There are also very few business—economic relations between
Palestinians abroad and those in Israel. The survey found that those
who have property in the Palestinian territories tend to meet their
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relatives there more often. It seems that the possession of property
encourages Palestinians abroad to maintain contact with their fam-
ilies there, at least in order to discuss the use and the future of the
propetty.

Relations with more distant relatives are very weak. A third of
those interviewed said they had no ties with these distant relatives,
and only 25 per cent said they had some ties. Moreover, the over-
whelming majority said they have no economic ties. This is not
unusual for such a family-oriented society, but it means that the
importance of ties inside the bamula (clan) is fading. This is perhaps
due to the rapid urbanization of Palestinian society.

Place of birth plays a major role in the degree of connection that
is maintained with family members abroad. For example, 79 per cent
of those born in Jordan retained ties with their close relatives in
Jordan, even though they no longer lived there. For those who
returned to the Palestinian territories, however, their relations with
Jordan diminished with time. To a large extent this may be due to the
fact that they are unable to cross the border to visit each other.

Transnationality is also expressed by peoples’ interest in owning
property in the host countries. When asked about what they intend to
do with property in the host country when they return, the over-
whelming majority of the refugees living outside the Palestinian
territories stated that they would keep their property and rent it. In
other words, refugees do not want to sever all their ties with their
countries of refuge.

Solidarity and connectedness

The duration of the exodus for Palestinians — now more than
55 years — and the impact of the restriction on movement across
borders have hindered the maintenance of ties between relatives.
The hypothesis that the closest ties are with family members and not
with friends is confirmed by the fact that, when asked about their
closest ties, only 5 per cent of Palestinians living in the West Bank
mentioned friends and 8 per cent mentioned both family and friends.
Men were more likely than women to declare that their best social ties
are with their family. There was also a difference between different
age groups: young people rank their relations with their siblings
higher than with cousins and friends. However, returnees give the
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most importance to their relations with friends, most probably
because these returnees do not have family in the Palestinian
territories or because their long absence has diminished such ties.

Visits with relatives

Palestinian men interviewed in Palestine/Israel on average have lost
regular contact with a third of their close relatives and meet them
once every two years. In contrast, the survey found that women
maintain closer contact with relatives: 29 per cent in the Palestinian
territories and 14 per centin Israel. The gender-constructed reality of
ties is very important for return migration as it concerns a refugee
population in which women are the most vulnerable due to eatly
marriage and the high proportion of widowed, divorced, and single
middle-aged and eldetly women (Giacaman and Johnson 2002: 9. See
also Isotalo 2002). This might indicate a propensity for more families
who have ties to Palestine/Israel through maternal relatives, to
return, than those who have ties through paternal relatives.

The survey also reveals that men have very few contacts with their
step families and families-in-law. The same observation pertains to
contact by phone: in the Palestinian territories men make more
phone calls to their sisters than to their brothers. The more ties that
women had to their relatives can be explained by their greater emo-
tional attachment to the family.

Thus, the decision to return will be shaped by the types of relatives
(nuclear or extended family) with whom the refugees have ties.
Proximity of age also plays a major role in social connectivity but less
in terms of economic ties. This is the case partly because the gener-
ational gap between children and their parents and eldetly siblings
has widened rapidly, especially in people with transnational experi-
ence. This was evident in Shaml’s survey: young people who had
grown up in the USA expressed a cultural conflict with their relatives
who did not have the same transnational experience.

The geographical location of the interviewees is also very rele-
vant. In the Gaza Strip, 43 per cent do not visit (or receive visits) with
their close relatives outside the Strip. This percentage increases for
those living in camps, as their relatives are more likely to be refugees
who live outside Palestine. In Israel, 82 per cent of interviewees from
big cities like Haifa have lost direct contact with close relatives. Visits
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decrease as people age. Whereas the economic situation seems irrel-
evant to the frequency of visits, better-educated people seem to visit
their close relatives mote often. It seems that education increases the
possibility of travel to meet with transnational relatives.

The use of the phone does not seem to replace face-to-face meet-
ings; there are very few phone calls between people who do not
exchange visits. Generally speaking, most speak on the phone about
once every two months. Those who have property in Palestine tend
to speak and meet more often. It seems that the presence of property
encourages them to maintain contact with their families.

The restrictions on movement between borders help explain the
absence of face-to-face meetings. Approximately 56 per cent of the
people who cannot visit Palestine/Israel have lost contact with their
close relatives. The geographical location of relatives also impacts on
the frequency of meetings. Palestinian refugees in Jordan and Egypt
are more likely than those who live in the Gulf states to maintain con-
tact, but even then they meet on average once every two years. It is
practically impossible to meet relatives in Lebanon and Iraq. It is
important to note that Palestinians living in Europe and the USA are
able to meet with their Palestinian relatives in Palestine/Israel more
easily than those living in Arab countries, due to the fact that travel
between Arab countries and Palestine/Israel is difficult, even impos-
sible in some cases.

In addition, the second infifada has sharply affected the ability
of Palestinians living in the Palestinian territories to maintain face-to-
face contact with one another let alone with those living abroad.
The situation is especially acute in Gaza, where Israel has imposed a
total closure since the beginning of the intifada. Majdi Malki (2003)
argues that the length of time of the Israel closures and military
operations intensifies local solidarity, and family ties with those living
abroad become less important. Here we see a fragmentation and
segmentation of Palestinian society thathas a definite negative impact
on establishing and maintaining ties throughout the Palestinian
territories.

Telephone contact

Most calls are to sons and daughters dwelling abroad, and occur
about once every two months or more. Phone calls to relatives
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abroad vary according to the location: they are very important in
places like Bethlehem, Walaja (a suburb of Jerusalem), Ramallah, and
refugee camps. They seem to be less important in places like Nablus
and the Gaza Strip. Calls from Israel to abroad are very rare, except
for in the village of Umm al Fahm where residents maintain contact
to express solidarity with relatives in the West Bank and Jordan. In
the Palestinian territories, men and women maintain phone contact
with their relatives abroad at the same rate, but in Israel, women use
the phone less frequently. Overall, those who are less educated tend
to use the phone less often. Conversations by phone with close rela-
tives living abroad are more important with Europe and the USA
than with the Gulf states, Egypt, and Jordan. This can be explained
by the cost of the call; it is cheaper to call abroad from the USA ot
Europe. Communication with Lebanon is very rare, as it is impossi-
ble to phone from Lebanon (and from Syria) to Israel /Palestine. One
female interviewee in Lebanon said that she gave her uncle who lives
in Jordan money every year to call the family in Palestine.

E-mail communication among immediate family members in
Palestine/Israel is infrequent; only one third of close relatives are
connected by e-mail with those who live in the Palestinian territories,
and mostly those under 40 years old. In Palestine, women use e-mail
less often than men, whereas in Israel it is the reverse. Several modes
of communication, such as internet chatting, Short Messenger
Service (SMS), and sending pictures through the internet, are used to
connect people beyond the borders.

Marriage patterns

Endogamous marriage, that is, marriage within the same lineage,
sect, community, group, village, or neighbourhood, is an important
indicator of connectedness. Marriage between first cousins and
blood-related kin is the most common form of endogamy in the
Arab world (Holy 1989). Many studies show the persistence of a high
rate of endogamy in the Palestinian family. The Fafo study (Pedersen
et al. 2001: 80—84) states that ‘the family, and in particular the parents,
play an important role in the process of finding an appropriate mar-
riage partner in Palestinian society’. Fafo researchers found that only
36.6 per cent of women born between 1940 and 1949 and 43 per cent
of women born between 1960 and 1969 married outside of the
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family or the bamula. Marriages are often arranged, as is the case in
most of the Arab world.

The Shaml survey and Riina Isotalo’s work (1997, 2002) show that
endogamous practices exist even at the transnational level, that is,
between family members but in different countties, but much less so
than when other relatives live in the same country. The small number
of transnational endogamous marriages can be explained by their
high cost; in contrast, local endogamous marriages are economical
since dowries are smaller (Jacobsen and Deeb 2003). However, in
some cases, transnational endogamous marriages are encouraged to
sidestep bureaucratic and mobility problems.

Economic assistance

Social capital refers to the capacity of the individual to command
scarce resources through adhesion to networks and broader social
structures. These resources include economic favours, such as the
reduction of price, credit without interest, and information on busi-
ness conditions. These resources in themselves are not a social cap-
ital but the concept refers to the ability of individuals to mobilize
support in case of need. People, especially migrants, do not need
only jobs; they need companionship, emotional support, help with
everyday problems, care when ill, and other forms of social support.
In terms of help between close and second-degree relatives, this
study distinguishes between two forms of aid: non-mutual and recip-
rocal. According to the ‘exchange theory’, the network is much
stronger when help is non-mutual. It is argued that networks charac-
terized by non-mutual help are more connected and stable because ‘in
the hiatus between giving and the reciprocation of an item, obliga-
tion, trust and cooperation are created and extended among exchang-
ers’ (Uehara 1990: 524; quoted by Jacobsen and Deeb 2003: 223).
Solidarity between Palestinians in the Palestinian territories and
abroad is important. A third of those interviewed in the Palestinian
territories received financial and non-financial help from abroad that
began before the start of the current /ntifada and is therefore not
related to the increased economic hardship experienced during the
intifada.’ This help takes place mainly among patents, children, and
siblings. It includes small gifts and the occasional major gift, such as
the cost of education or health treatment. While payment for health
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treatmentis extended to all relatives, payment for education is usually
extended only to male family members. Religious holidays, such as
the Eid and Christmas, are also occasions when gifts are given. This
resultis confirmed by the Birzeit University Survey: there is a regular
financial link with 15 per cent of migrants, defined as giving or
receiving money every three months or less, with 8 per cent of emi-
grants sending money to their families in Palestine, 6 per cent of fami-
lies in Palestine sending money to their relatives abroad, and 1 per cent
both sending and receiving money depending on the situation.
Villagers score highest in terms of receiving money from relatives
abroad (20 per cent), probably related to the higher proportion of
relatives in western countries (Giacaman and Johnson 2002: 36-38).

Face-to-face contact is very important for economic transactions
and especially for receiving and giving help. A Fafo study (Sletten and
Pederson 2003: 47) shows that a family living in the Palestinian terri-
tories typically relies on members abroad, but that the lack of phys-
ical communication hinders transactions. The Shaml study found
that half of the transfers do not go through banks but are transmit-
ted during family visits. The study also found that money is brought
as presents.

It is interesting, however, to note that about half of the financial
assistance is now transferred through banks, a radical change from
the 1970s and 1980s when most financial help was transferred in
person. Few Palestinians in Israel receive help from their relatives
abroad, probably due to their relatively good economic situation and
to the weakness of transnational social ties.

Concerning reciprocal help, the survey found very few cases on
the transnational level. Help not only entered the Palestinian territo-
ries but was also sent from the territories to close relatives living
abroad (a third of the interviewees). However, this is not necessarily
reciprocal or economically based assistance, as in the case of parents
who give financial help to their daughters living abroad.

While solidarity is important at least between the Palestinian terri-
tories and abroad, economic ties based on partnerships are very
problematic in the current situation (bringing an economic partner
from the diaspora seems to be a hazardous enterprise). However,
small entrepreneurs who are setting up their businesses receive some
financial help from their relatives abroad.
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It seems that help in Palestine/Israel has an altruistic motivation,
such as transferring resoutces for general moral imperatives ot soli-
darity with in-group needs and goals, more so than instrumental
motivation which is based on the expectation of commensurate
returns by beneficiaries such as a higher community status (Portes
1985). This will have an important impact on facilitating the process
of return of people back home, especially in the initial petiod.

In brief, the findings in Shaml’s survey show less social connect-
edness and solidarity than expected in Palestine /Israel and especially
in Israel. This will make the use of kinship ties to assist return less
important than generally assumed for a nation whose source of
cohesion is its ongoing plight. Moreover, the restrictions on move-
ment between borders and everyday Israeli colonial practices in the
Palestinian territories have a vast negative impact on the capacity of
Palestinians to maintain local and international ties.

Fractured nuclear family

Recent field research presents a profile of fractured networks inside
the nuclear family in the Palestinian territories, but not in Israel
(Hanafi 2001; Isotalo 2002; B’tselem and Ha’Moked 1999). Mothers
and children may reside in one country, husbands and fathers may
live and work in another, and grandparents and more distant relatives
may live elsewhere. The fractured family experience indicates that
return will not necessarily involve the whole family, especially in the
first years.

This pattern is also found in other diaspora groups. Awhio Ong
(1999: 20) found that cultural norms dictate the formation of busi-
ness networks in the case of Chinese living abroad and were mainly
led by males who possessed mobility, unlike women and children. In
the Palestinian case, men tend to decide whether to relocate to
Palestine/Israel or choose other migrations for the whole or a frag-
ment of the family, based on several factors, including market struc-
tures. In particular, the person who has found suitable employment
brings the family to join him/her and makes the decisions concern-
ing the family’s mobility. International migration statistics show that
the percentage of females who are international migrants is increas-
ing; currently, 47.5 per cent of international migrants are female.
The decision to migrate is also based on the availability of affordable
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educational opportunities for children. In the Palestinian case it was
evident from an electronic discussion on PALESTA (an independent
internet-based network secking to connect Palestinian professionals
in the diaspora and abroad) that many discussions revolved around
the existing education structure and the language of instruction for
children at all levels of education.

Modes of entrepreneurship favourable to return

Returnees not only consume the resources of the place to which they
return but some also bring capital and expertise sufficient to gener-
ate improvements to the country’s economy. Some studies have
demonstrated that the capital influx and investment that accompany
the return of professionals generates investment. This type of
investment is significantly different from the classical model of
remittances studied in the Arab world (Hanafi 2000), which were
dominated by limited economic benefits and negative effects of
migration, weak investment of remittances in productive activities,
and inflation provoked by the transfer of currency (Saad Al Din and
Abdel Fadil 1983; Fergany 1988).

Contrary to studies that view returnees as a future burden on
' and that examined the absorptive capacity of
Palestinian refugees from a narrow and short-term economic per-

Palestinian society

spective, other studies have shown great potential benefit from the
absorption of returnees (Van Heer 1996). The Oslo transition period
generated a high rate of growth in the Palestinian territories.
Palestinian gross domestic product and gross national product
before the intifada were higher than in neighbouring countries, with
the exception of Israel. If this level were to be regained, the
Palestinian territories would have to attract refugees from Jordan and
Egypt, especially if family members were to provide support to these
returnees at the initial stage. Some Palestinians might also move from
the Gaza Strip to the West Bank, where income is higher. This also
applies to Israel, where future government policy will determine
whether Palestinian workers, engineers, and information technology
professionals can assume or resume residence there.

In the era of globalization, the decision to move people or capital
is subject to a complex set of factors related to both host and return
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country and other geographical areas. I do not assume a straightfor-
ward relationship between transnationalism and global capitalism, as
advocated by Basch eza/. (1994: 22)." What I will show here s that the
potential return of the refugees (especially the entrepreneurs and
professionals) is structurally constrained and does not only represent
a model of pure economic choice geared to optimal benefit.
Palestinian capital inflows to the Palestinian territories can best be
understood as supporting vulnerable refugees and communities. As
such, these investments are more altruistic in nature and reflect more
an economy of survival rather than the exercise of real political and
economic power in the economy of globalization. As Grillo, Riccio,
and Salih argue, ‘economic dislocation in both developing and indus-
trialized nations has increased migration, but made it difficult for
migrants to construct secure cultural, social and economic bases
within their new settings’ (2000: 19).

The experience of Palestinians recruited through the UN
Development Program’s TOKTEN programme'* indicates that
many people came to Palestine due to their precarious situation in
their host country. Accordingly, their return expresses a model in
which a constrained people seeks to improve its situation and mobil-
ity, rather than one in which people have a straightforward choice
between the country of residence and the country of origin.

Below I will present two interconnected arguments. First, the
nature of the investment and the motivations for it are driven by
non-economic factors more so than by economic ones and, second,
the familial mode of entrepreneurship predominates in the
Palestinian territories and Israel. These two points indicate that the
Palestinian economy in Palestine/Israel will be strongly affected by
certain forms of refugee repatriation to these places.

Diaspora investiment

During the Oslo transitional period, local and international eco-
nomic links were re-established after a long period of conflict and
separation. Already partially tied to their native community, the
Palestinian diaspora contributed to the reshaping and the emergence
of new transnational economic networks. The proportion of the
investments by the Palestinian diaspora in the Palestinian territoties
to the volume of the Palestinian capital abroad was modest, although



Social capital and transnational kinship - 61

it was vital for the Palestinian economy. As an indicator, according to
Palestinian economist Fadl Nagib (2003: 45), in the period 1993 to
1999, the average annual investment growth was 12.3 per cent.

To give an idea of the size of the diaspora’s contribution during
‘normal’ times (that is before the zn#ifada), one of my previous stud-
ies (Hanafi 1998b) showed that the diaspora’s contribution in terms
of investment and philanthropic activities could be valued at
$408 million in 1996 (of which 74 per cent was investment) and
$410 million in 1997 (of which 76 per cent was investment). This
represented one of the main resources available to Palestinian
society and the economy. Indeed, it constituted 74 per cent of total
international assistance ($549 million) in 1996, and 95 per cent in
1997 ($432 million) (MOPIC 1998). However, this contribution
remained insufficient for a young entity ravaged by thirty years of
de-development (Roy 1995) and was well below the capacity of
Palestinian business people in the diaspora. In fact, these invest-
ments did not necessarily come from wealthy people but often from
the middle classes, especially in the Gulf, because of the familial
natute of entrepreneurship in the Palestinian territories.

Table 4.1: Financial contribution of the Palestinian diaspora (US§ million)

Total contribution 1996 1997

Total investment 303.8 311.1
Philanthropic and familial aid 104.2 99.1
Total contribution of the diaspora 408.0 410.2
Donors’ foreign aid 549.4 432.2

Diverse sources: See Hanafi 1998b.

The impact of these contributions from the diaspora has been
both quantitative and qualitative. A holding company permits strat-
egic and long-term investment and the creation of substantial projects
that are beyond the capacity of one entrepreneur. It is a new model
introduced into a country dominated by family-based, small or
medium enterprises. Infusing vitality into the Palestinian economy at
such an eatly stage is crucial to any future prospect of stability and
sustainable development. This not only relieves the economic, social,
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and political tensions thatare now a fact of daily life, butalso initiates
a catalytic process of capital accumulation in a low-resource based
economy that consumes imports at a very high rate.

The most significant of these holding companies is PADICO,
which was founded by 140 prominent Palestinian businessmen in the
diaspora with a capital of $500 million. One of its objectives is to
help channel new capital, either directly or through affiliated or
subsidiary companies, towards projects that can create jobs while pro-
viding competitive financial returns to investors; in short, to attract
and use investment to help rebuild the economic infrastructure in the
territories.

A collective mobilization of resources has also taken place. A
number of stockholding companies have been founded, chief
among them the Arab Palestinian Investment Company (APIC),
whose activities include the joint efforts of Palestinian business
people in Israel and the territories. The Arab Palestinian Financial
Foundation (Beit Al-Mal Al-Arabi Al-Falestini), the Palestine Bank for
Investment, and the Arab Islamic Bank constitute other examples.
The impact of such companies, however, has been limited when
compared to PADICO.

This new pattern of big companies is not necessarily the best
model for progress. Within developed countries it is clear that some
challengers to corporate hegemony have appeared. Small businesses,
which tended to be stereotyped as dependent, backward and low-
skilled until the 1970s, have begun to increase in number again. Some
of these, such as Silicon Valley and Third Italy in the USA, have been
highly successful and innovative self-starters, using and developing
the latest technology and design for the newest markets. Few, how-
ever, have thought of these small firms as actual or potential actors
on a global stage or as nascent rivals to the international operations
of the multinationals (Levetr-Tracy, Ip and Tracy 1996).

The involvement of the Palestinian diaspora in the territories’
economy has limits at present that are expected to carry on in the
tuture. This is partly explained by the nature of the Palestinian dias-
pora’s economic niches, which are mainly trade and construction.
These two niches do not constitute value-added contributions to
local expertise as they encouraged the diaspora to separate know-
how and capital. Those who had capital teamed up with those who
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had expertise externally in order to start businesses in the territories
or Israel. The creation of holding companies resolved this structural
problem. In the Oslo period, many Palestinian citizens of Israel, who
lacked the access and relationships to invest in the territories,
invested through such companies.

As for their motivation, Palestinian diaspora investors said they
did not expect to achieve quick profits. According to those sampled
in my preliminary survey, they also felt that it would be wiset to invest
in any other region in the Middle East, particularly in the industrial
sector. Most decisions in favour of investment in Palestine were
made for social rather than strictly economic reasons.

Transnational familial entrepreneurship

The mode of entreprencurship is a concept that allows us to under-
stand how capital and the know-how necessary for launching devel-
opment are acquired, as well as the sustainability of any business."
Entrepreneurship does not imply a fixed behaviour or a kind of eco-
nomic mentality, but rather is a dynamic concept. Entrepreneurship
concerns not only business people but entrepreneurs in general,
including the self-employed and employers (ILO 1998). According
to this definition, Palestinians in the diaspora (whether refugees or
not) are quite entrepreneurial. Some 20 per cent of the labour force
is self-employed ot employers (Khawaja and Tiltnes 2002: 99)."*
This percentage becomes 15 per cent in the Palestinian territories,
according to the Palestinian Central Bureau of Stastics (PCBS)
(Al Rimmawi and Bukhari 2002: 54).

The fieldwork conducted previously by myself and currently by
Shaml concerning modes of entrepreneurship in Palestine/Israel
and the diaspora, indicates two different types of Palestinian entre-
preneurship, individualist and communitarian, both operating on
a transnational level. Business people diversify their business in
different fields and across geographical areas, using mainly capital
transfers rather than physical re-location.

This diversification is not generally due to the orientation of busi-
ness toward new markets or new methods of production designed to
benefit from the economic environment in the host countries. It is
rather a strategy of diversifying economic activity in new geograph-
ical areas and new sectors in order to ensure the security of capital in
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case one economic sector in a country should encounter difficulties.
The insecurity of Palestinian economic activity in the diaspora can be
perceived as stemming from a generalized anxiety in a population
characterized by a psychology of transition and impermanence.

The nature of sectoral diversification and choice of place of
investment by Palestinian entrepreneurs does not depend solely on
the rational economic model and its complex calculations of differ-
ent factors related to the size of markets, labour costs, technological
performance, and the presence of infrastructures to facilitate invest-
ment. Palestinian economic diversification is also dependent on the
vagaries of social and political criteria such as the impact of the Oslo
peace process, the juridical status of the investor in the host and
investment countries, mobility, access, and difficulties in obtaining
visas. As a result of such factors in the Gulf States, for example,
Palestinians were unable to convert and recycle the capital they
acquired during the golden age in that region, when they migrated to
North America after the Gulf crisis in 1990-1991.

If the outcome of the peace process explains the Gulf capital flow
toward Palestine and Jordan, the subsequent movement toward
Canada and the USA demonstrates the inability of the Middle East to
absorb investment and its difficulty in keeping pace with the process
of economic globalization. Since the 1980s, inter-Arab migration
trade and investment has shrunk substantially when compared to
general economic activity. Most economic activity and patterns of
capital ownership have been confined within Arab states. The trend
prevails despite exhibiting some signs of change after 1994.

Kinship networks between the Palestinian diaspora and its gravita-
tional centre (the Palestinian territories and Israel) have assumed crit-
ical importance in diaspora economies, although the trend is not
necessarily self-evident. In the Gulf countties, political instability and
limited conditions for investment in the region have increased the
value of economic kinship networks, while in other countries of the
Palestinian diaspora, individual entrepreneurship has assumed a
greater role (Hanafi 2000). While ethnic and kinship networks are not
specifically necessary for the success of the investment and recycling
of capital in the new receiving countries, the situation in the
Palestinian territories may tend more toward entrepreneur—family
rather than entrepreneur—individual relationships. Many interviewees
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indicated the importance of role models, such as other successful
entrepreneurs in their social networks. Many family stories show that
people who engaged in micro- or macro-enterprise creation have
close relatives who operate businesses. The experience of many
families shows a typical transnational type of entrepreneurship.
Difficulties caused by diaspora life with transnational strategies are
ensuring economic continuity in spite of diverse ctises.

In the context of my fieldwork, transnational networks are not the
expression of global capital but rather constitute strategies for sur-
vival. In many transnational experiences around the world, such as
the Chinese in the USA (Ong 1999: 6), the quest to accumulate cap-
ital and social prestige in the global arena emphasizes and is regulated
by practices favouring flexibility, mobility, and repositioning in rela-
tion to matkets, governments, and cultural regimes. In the Palestinian
case this acquisition of capital reflects a struggle for economic sur-
vival. A New York businessman may not need to spend more than a
fraction of a second of his time on a million dollar transaction,
thanks to the time—space compression enabled by new information
technologies (Harvey 1990). However, a Palestinian transnational
refugee in many countries in the Middle East will be likely to need to
spend days to make a much more modest transfer, rendering the
transaction cost much higher.

Shaml’s socio-anthropological survey in 2003 focused on 40 entre-
preneurs, mostly in Ramallah. The results show the economic
importance of Palestinian refugees: half of the entreprenecurs are
refugees although few live in camps. The Oslo process seems to have
generated around 40 per cent of the entrepreneurial activities. The
capital mobilized came mostly from inheritance or family assistance.
Very few cases indicate the use of bank credit, due mainly to the con-
servative policies of banks in the Palestinian territories. Moreover,
using family partnerships privileges a mode of trust that reduces the
cost of economic transactions. Family partnerships before Oslo
tended to involve the family living in the territories more than the
diaspora (the transnational family). The peace process created con-
nections between the West Bank and Gaza and encouraged many
partnerships, and the locations of these pattnerships went beyond
the territories: a quarter of the entrepreneurs interviewed had invest-
ments abroad. The number of social familial ties that entrepreneurs
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maintain seemed more important than other socio-economic cate-
gories in the Shaml survey. Telephone and travel encourage such
connections. However, ties with distant relatives (aunts, uncles, and
their offspring) are weak. Some entrepreneurs use their relatives
abroad to facilitate export and import, especially if those relatives
live in Jordan. This seems important as travel restrictions and clos-
ures imposed by the Israeli occupation are a major obstacle to the
development of businesses in Palestine.

Meanwhile, economic ties between Palestinians in Israel on one
side, and those abroad and in the Palestinian territoties on the other,
are unlikely to flourish if the situation remains as it is at the time of
writing this chapter. The absence of an independent Arab economy
will discourage many Palestinians in the diaspora from investing in
Israel as they are not willing to help the Israeli economy. The only
economic ties continue to be those with members of the family. In
regards to Palestinians in Israel investing their money in the
Palestinian territories or the Arab world, many Palestinian entrepre-
neurs believe the fact that they hold Israeli nationality makes their
investment risky and makes them feel vulnerable. We should note
that the closures Israel enforces against Palestinians in the territories
apply to those in Israel who cannot travel to cities in the territories,
especially the Gaza Strip. As a result, many economic ties have been
severed, as noted for example by many interviewees in Beer Sheva
and Nazareth.

Comparing the Palestinian case with other return experiences is
crucial. Many studies, like those of Nicholas Van Heer (1997), have
provided us with very instructive conclusions drawn from several
case studies about return migration. Van Heer generally found that
return migration can be a generator of employment that allows an
economy to flourish. The first case study was that of the 50,000
Asians who were expelled from Uganda in 1972. Van Heer found
that the limited return two decades later of approximately 7,000 of
them was an important factor in the recovery of the Ugandan eco-
nomy. A second case study dealt with the forced exodus of 300,000
ethnic Turks from Bulgatia to Turkey in mid-1989. In this case,
external assistance played a major role in facilitating the integration
of the ethnic Turks in Turkey. Another case study concerned the
exodus in 1991 of 350,000 Palestinians from Kuwait and other Gulf
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States, most of whom went to Jordan. The mass migration from
Kuwait and the Gulf region represented a 10 per cent growth in
Jordan’s population, increasing it to approximately 3.8 million. While
the immediate consequences of the mass arrival were negative and
disruptive, longer term benefits with great positive impact on the
national economy became apparent within the first two years. Two
important factors account for this positive impact on the economy:
first, the majority of returnees were well-educated and skilled pro-
fessionals who immediately entered the labour market; second, the
migration was accompanied by a large influx of capital estimated at
some $1.5 billion (Central Bank of Jordan 1992). The economic
behaviour of these Palestinian returnees and the way they integrated
in their new environment could tell us much about what to expect in
the Palestinian territories. In these two latter cases, external assist-
ance was a positive factor in integration. In comparison, the expul-
sion of 800,000 Yemenis from the Gulf states in the late 1990s,
where no external assistance was provided, showed a negative impact
on the society of origin.

Power structure: the encounter between Palestinians
from the two sides of the Green Line

Palestinian sociologist Aziz Haidar observed that after the 1967 war,
encounters were problematic between Palestinian refugees living in
the newly occupied West Bank and Gaza Strip and their relatives
within the 1948 borders. While their first meetings, after many years
of separation, were warm, people quickly realized the differences
between them." Occupation, surveillance, and control had created a
new Palestinian world inside Israel. In addition to the impact of the
political system, a social class issue had also arisen. The Palestinians
inside Israel had become much wealthier than their relatives who
were living as refugees in the West Bank and Gaza Strip. Haidar notes
that over time, the visits quickly stopped. One interviewee who lives
in Haifa told me he became too upset when he accompanied people
to their former homes in Wadi Salib and other parts of Haifa and had
to stop doing this.

There are many explanations for this rupture between the two
sides of the Green Line. The Palestinians of Israel channeled power
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from the hegemonic Israeli society, absorbed it and then exercised it
against the Palestinians living under occupation in the West Bank and
Gaza Strip. Second, the differences in their socio-economic situation
created a feeling of superiority on the part of Palestinians with Israeli
citizenship. The sociologist Nabil Saleh argues that the Palestinians
of Israel did not worry about what the occupation meant for the
West Bank and Gaza Strip. He remembered from his childhood how
the Palestinians of Israel would say ‘when the West Bank was gpened’
and not ‘occupied’. On their first trip to East Jerusalem, Palestinians of
Israel took pictures with Israeli soldiers in their uniforms and their
guns. Historian Adel Manaa considered the case of 350 Palestinian
families from the north of Israel who moved to East Jerusalem to be
closer to Palestinian universities and showed with alot of subtlety the
desire of these people to be close to Palestinians under occupation.
This desire, however, did not prevent a number of complications
arising. Some of them felt the double marginality: the marginality of
a minority in a racist Israeli society and marginality with the
Palestinian Jerusalemites who did not integrate them. One can argue
that these prejudices among different groups are no different when a
Palestinian Bedouin from Beer Sheva goes to live in Jaffa or
Nazareth. In a highly segmented and tribal Palestinian society, preju-
dices among different groups are only aggravated by the border sep-
aration and not created by it. Nor must we underestimate how much
the current Israeli politics of controlling space also hinders connec-
tions between Palestinians inside the West Bank and Gaza Strip. The
result in the long term is very significant in creating mental borders.
A border does not necessarily change one’s national identity — every-
one is Palestinian — butit changes people’s everyday practices, includ-
ing their willingness to move to their places of origin. Similarly the
current fragmentation of the Palestinian population creates differing
local identities in the population. This will not necessarily cancel the
national identity, but will interact with it, sometimes harmoniously
and sometimes conflictually.

Palestinian refugees in the West Bank and Gaza Strip as well as in
the diaspora have a much stronger feeling of nostalgia for the land of
Palestine than for the people of Palestine. The interviews I carried
out illustrate that refugees insist on talking about property, land, the
Mediterranean Sea, the Al Agsa mosque, Khader tomb, and Deir



Social capital and transnational kinship - 69

Bor’om Church. When confronted with questions about with whom
and how they would live, they become evasive. Any reflection on the
return of refugees should be a reflection on the society of return and
not only the land of return. Palestinian refugees should not create a
myth of aland withouta people for refugees withoutland as a parody
of the Zionist myth.

SCENARIOS OF REFUGEE MOVEMENT BASED ON
SOCIO-ECONOMIC FACTORS

The issue of return is determined by factors that go beyond the mere
right of return. But the right of return is the key for any solution as it
will open up the various choices available to Palestinian refugees after
more than half a century of exile.'® Shaml’s fieldwork and my studies
in 13 countries of the Palestinian diaspora from 1990 to 1995
uncovered a very heterogeneous population of five million refugees,
all of whom would have the right of return but might not necessarily
exercise it; it seems that a smaller number are ready to return phys-
ically. The original places of birth of some of these refugees are
today populated by Jewish immigrants. Among the Palestinians in
Lebanon, Fafo’s 2002 survey found that only 1.2 per cent were orig-
inally from the Palestinian territories whereas neatly all came from
parts of historical Palestine now inside Israel. In fact, 40 per cent
came from places that are now completely Jewish, such as Safad and
Tiberias/Bisan (33.1 per cent and 6.3 per cent) or have a large Jewish
majority, such as Acre (36.6 per cent from Akka and 9 per cent from
Haifa), and only 10 per cent came from Arab cities, notably Nazareth
(9.5 per cent) and southern Palestine (3.3 per cent). Although two out
of five Palestinian-Lebanese were born in Palestine, very few have
maintained ties with Palestinians inside Israel, according to the
Shaml and Fafo surveys (Khawaja 2003).

It is difficult to imagine a single likely scenario for refugee return,
due to the uncertainties of the results of negotiations and possible
reactions on the part of Arab states."” Those uncertainties will cause
any eventual number of returnees to vary tremendously. Based on a
wide spectrum of factors influencing the realization of return
but without taking into account patriotism as a push factor, I can
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propose three scenarios for eventual refugee movement. They differ
in regards to the possibility of exercising the right of return and the
extent of improvement in refugee camp conditions.

Scenario one: application of the right of return coupled with
no improvement in refugee camp conditions

This scenario takes into account many surveys that question people
about their willingness to return to their homes within the 1948 bor-
ders of Israel or in the Palestinian territories. My estimate is not
based on their declarations but on the interpretation and contextual-
ization of such declarations. For the migration movement from out-
side the Palestinian territories, a ‘generous’ quota would be provided
for Palestinian refugees by third countries, a small percentage of
refugee camp dwellers will choose to settle near their relatives abroad
(outside the Palestinian territories), and an even smaller percentage
of refugees will move outside the camps. The percentage in both
cases is small if we take into account the fractured nature of the
Palestinian family. This means the head of family may live temporar-
ily in the new location until he or she finds a proper job and becomes
relatively settled. As the conditions of refugee camps will not
improve in this scenario, it is expected that 15 per cent of camp
dwellers in the Palestinian territories will leave the camps: around
90,000 will leave to live in Palestinian cities, while the rest will stay in
the camps, return home or move to a third country.

This scenario also takes into account the high percentage of
Palestinian refugees in the Palestinian territories who have relatives
abroad. There are about one million Palestinian refugees and dis-
placed living abroad, who are originally from the West Bank and Gaza
Strip. Taking into account the fractured nature of the Palestinian
family, I expect that 20 per cent or 200,000 potential newcomers from
among this group would settle in the Palestinian territories.

The number of Palestinians in Arab countries, according to an
estimate of the PCBS, is around 4,017,000, of whom 402,000 reside
in Lebanon." Since the situation of the Palestinians in Lebanon is
critical, I expect just under half of them, approximately 150,000
(mainly camp dwellers), to come to the Palestinian territoties or
Israel, even if they have no kinship ties. I expect Palestinian refugees
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resident in other Arab countries (subtracting 30 per cent from the
Palestinians in Jordan and Egypt, as they are originally from the West
Bank and Gaza) to come for different socio-economic reasons, push
factors from the host countries, and pull factors from Israel or the
Palestinian territories. A figure of 15 per cent would amount to
390,000 returnees. For Palestinians resident in western counttries, |
expect 3 per cent to return, totaling 15,000 migrants. Thus, around
500,000 will return in this scenario, with two-thirds going to the
Palestinian territories and one third inside Israel.

Scenario two: a restricted right of return with improved
refugee camp conditions

Under this scenario, an urban rehabilitation of the camps is under-
taken. The major problems are infrastructure and housing rather
than health and educational services, which are currently provided at
a relatively acceptable level by the United Nations Relief and
Works Agency (UNRWA). A key aspect of improving the camps is
organizational and does not require vast financial resources. This
particularly involves enhancing the representation of the camps in
the local municipalities. These problems are less serious in the
West Bank than in Gaza, as camp dwellers in the West Bank
constitute 6.4 per cent of the population while in Gaza the figure is
31.1 per cent.

The movement of refugees is predicted as follows: I predict the
return to Israel would be much less than in the first scenario, around
10 per cent or 145,000 refugees. I also expect that 3 per cent of
refugee camp dwellers would choose to settle in a third country in
order to be near relatives (18,000) while 2 per cent would move out of
the camps (17,000). A small portion would leave the camps for social
reasons as even after the physical and practical improvement of the
camps, their social and political stigma will still remain. I expect
5 per cent to leave the camps (30,000). As with the first scenario, I
expect 20 per cent of the Palestinians originally from the West Bank
and Gaza who live abroad to settle in the Palestinian territories. This
would result in 200,000 potential newcomers. As with the first sce-
nario, 500,000 could come from abroad, with two-thirds settling in
the Palestinian territories and one-third inside Israel.
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Scenario three: no application of the right of return, with
varying situations in refugee camps

Almost 20 per cent of West Bank and Gaza camp dwellers used to
work in Israel before the second utifada. This work could be
resumed, but people will experience a high degree of alienation due
to working in one place and living in another. The movement of
refugees in this scenario is predicted as follows: I anticipate that only
a few individuals will return to Israel through inter-marriage (less than
10,000 from the West Bank and Gaza and 20,000 from the diaspora).
Talso expect 10 per cent of refugee camp dwellers to choose to settle
in a third country near their relatives (60,000) and 3 per cent of
refugees living outside the camps (25,000) to settle in a third country.
As with the first and second scenarios, I expect 20 per cent of the
Palestinian refugees who live abroad and are originally from the West
Bank and Gaza to settle in the Palestinian territories. This will make
200,000 potential newcomers. As with the first and second scenarios,
600,000 might come from abroad and, as they cannot go to Israel,
they will settle in the Palestinian territories.

The movement of Palestinian refugees will accordingly follow the
logic of Table 4.2.

Table 4.2: Scenarios taking into account only socio-economic factors

Return from
Palestinian Territories
to Israel

Return of refugees
from abroad to Israel
Emigration from
Palestinian Territories
to western countries
Departures from
camps

Arrivals from abroad to
Palestinian Territories

First 200,000 200,000 47,000 90,000 500,000
scenario
Second 150,000 150,000 35,000 30,000 500,000
scenario
Third 10,000 20,000 85,000 30,000-90,000 600,000
scenario
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Certainly the number of those willing to return might be greater if
we introduce other factors like patriotism or a strong push factor
from the host countries, such as expulsion.

Potential returnees do not constitute a homogenous group.
On the contrary, they represent diverse social, cultural, political, and
economic strata of the refugee and diaspora population, varying
from illiterate labourers to highly educated professionals and
entrepreneurs.

Itis hard to predict with precision the percentage of people who
may return from each of the socio-economic categories and whether
returnees would opt for permanent family return; individual return
without the entire nuclear family; flexible return with a transnational
option (i.e. being in two places and retaining the possibility of
moving); investment without moving; or simply providing expertise
through a short stay in the Palestinian territories. Three configur-
ations are possible: first, in the case of a voluntary return decision, it is
likely that a combination of patterns will emerge that will benefit the
Palestinian economy, because the mode of entrepreneurship is
familial and kinship ties remain strong between those in the West
Bank and Gaza Strip and those living abroad. However, the possibil-
ity of investingin the Palestinian economy in Israel is less probable as
there is no autonomous Palestinian economy there. Returning
Palestinians will not feel loyal to the Israeli system if it maintains its
Jewish character and kinship ties are weak.

The second configuration assumes az enforced return and posits that
such refugee movements will yield bad results as they will be regu-
lated by a centralized system thus neutralizing the capacity of the
household or individual to mobilize social and economic resources
in a new location. The third configuration is the optimum, and fore-
sees refugee repatriation as voluntary but with incentives and subsidies. The
role of the donor community and local governments (Palestinian
and Israeli) is decisive in facilitating loans for housing and packages
for re-installation. I agree with Rex Brynen’s conclusion (2003) that
the option of public housing in any absorption strategy should be
eschewed in favour of employment-generation programmes and
direct development of desirable locations in accordance with
national planning policies. Otherwise, the process of return will per-
petuate the historical injustice whereby the poor stay poor and those
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who can afford to compete in the global market will succeed in their
move to their places of origin or third countties.

Palestinian entrepreneurs abroad meanwhile will likely invest either
with capital or physical return, as they seek to enhance their social
standing in their country or village of origin, even if the situation is not
conducive to investment and economic stability is not ensured. I have
seen similar behaviour in other post-conflict and transitional coun-
tries, for example Hungary, Romania, Armenia and Bosnia, where the
diaspora elites play a role in the political arena. Extrapolating from the
rate of investment and from family and other philanthropic activities
of the Palestinian diaspora, I expect that the contribution would run
to atleast half a billion US dollars per year over the 10-year period fol-
lowing the independence of the Palestinian state.

As there will be two concurrent movements, one of the mass of
returnees and one of select people, graduates and professionals as
well as entrepreneurs, four conclusions can be drawn. First,
researchers underestimate the importance of education and know-
how among refugees. Many statistical indicators show that a quarter
of Palestinian refugees in the Arab host countries are entrepreneurs
according to the definition of the International Labor Organization
(self-employed and employers). Thus, I expect that a quarter of the
returnees will be able to integrate into the new Palestinian market.
The return, in any case, cannot be viewed as purely a burden on the
Palestinian economy. On the contrary, it could generate economic
growth, thanks to the human and financial capital that refugees bring
with them.

Second, the Palestinian state will have the right to adopta policy of
selectivity, as many countries in post-conflict areas have done.
Historically, the policy of selecting (return) migrants has been
applied by all countries that received a mass return of nationals or a
like influx from another country. Even when the return is partially
ideological, as with the Israeli a/ya, selectivity was always the rule and
has been kept firmly under Israeli government control. As Eliezer
Kaplan, Israeli finance minister in 1949, said “We need workers and
fighters’ (Segev 1986: 117).

Third, if Arab states do not compel Palestinian refugees to leave, I
expect an initial pioneer group to return, to be followed, once
they give a ‘good report’ about their situation to relatives and social
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networks, by larger groups. Finally, I expect a return of retired
people, especially from the Gulf and western countties. This form of
lengthy ‘tourism’ will benefit the Palestinian economy and these
people will not need direct state assistance.

CONCLUSION

The most striking finding of the current research is that social ties
between the Palestinians of Palestine and of Israel and their relatives
abroad have been shaped more by rupture than continuity after a
protracted period of conflict. The duration of the exile of the
Palestinians, now more than 55 years, and the impact of the restric-
tions on movement across borders have lessened the intensity of ties
between relatives. This is more the case for Palestinians living in
Israel than those in the territories. Nevertheless, transnational
kinship ties remain very important. They are often expressed by
peoples’ interest in maintaining social and economic links with their
current place of residence. These social and family ties ate often the
motivation behind diaspora investment and business relations and I
expect that many entrepreneurs will exercise their return in a trans-
national way. Moreover, 1 believe that these remaining types of ties
will have a great potential to facilitate refugee absorption in the
Palestinian territories and Israel.

In brief, Palestinian returnees should not be seen as a burden to
society but rather as an asset, bringing skills and capital and having
great potential to contribute to the social and economic life of the
receiving country. This study is a pioneer in what I call the ‘sociology
of return’. I hope it will encourage more investigation and study
based mainly on comparisons with other cases of refugechood
around the world.
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CHAPTERS

The return of Palestinian refugees and displaced

persons: The evolution of a European Union policy on
the Middle East Peace Process

Mick Dumper, Department of Politics, University of Exceter, United Kingdom

EXTERNAL INTERVENTION IN the return and repatriation of refugees
is a common feature of most refugee situations. Examples can be
drawn from recent United Nations (UN) and North Atlantic Treaty
Organization (NATO) involvement in Afghanistan, Bosnia,
Cambodia and East Timor. With regard to the Palestinian refugee
issue, there is much evidence to suggest that the absence of a coor-
dinated and coherent policy on the part of the international commu-
nity is a major factor in the failure to achieve a resolution to the
conflict. One of the major fault lines in the approach of the inter-
national community is the divergence between the European Union
(EU) and the USA over approaches to the Middle East Peace
Process (MEPP) and in particular over their respective policies on
the Palestinian refugees.

The USA broadly concurs with an Israeli position that any return
to the West Bank and Gaza Strip has to be subject to Israeli security
needs and that any repatriation of refugees to Israel itself will be
both nominal and in the context of family re-unification. On the
other hand, the EU has sought to reconcile its stronger adherence to
UN conventions on the rights of refugees and refugee repatriation
with the constraints on those rights due to Israeli security and demo-
graphic concerns. At the same time, largely as a consequence of the
marginalization of the EU in the MEPP by the US, the EU directed
its energies towards economic development and co-operation in
the region and the financing of the Palestinian (National) Authority
(PA). Yet because any solution to the refugee issue would
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require large-scale investment and economic development, the EU
has been able to engage more actively in the political aspects of the
issue. It has been, therefore, obliged to face a conundrum: how to
support a resolution of the refugee issue based upon international
law yet find an accommodation with the Israeli veto on this issue, a
veto which is broadly backed by the USA.

The wrestling with this conundrum and the evolution of a policy
can be seen in the commissioning of two studies between 1999 and
2001 and in the consequent funding of a number of initiatives that
sought to apply the findings of those studies. The first study focused
on the absorption of Palestinian refugees into the West Bank and
Gaza Strip while the second addressed the issue of the 1967 War
Displaced Persons. This paper will examine the evolution of EU
policy by discussing the second of the studies, including the factors
that led to its commissioning and the impact it may have had on EU
policy. The study in question was submitted in 2001 to the Refugee
Task Force (RTF) advising the EU Special Envoy (EUSE) to the
Middle East Peace Process. Entitled ‘A Study of Policy and Financial
Instruments for the Return and Integration of Palestinian Displaced
Persons in the West Bank and Gaza Strip’, the study was designed to
assistin the formulation of EU policy on the Palestinian refugees. As
coordinator of the research team that undertook the study and the
final author of the report, I wrote this paper in part as a self-critique
of the study and in part as a reflection on the context and processes
contributing to the formulation of EU policy. As such the paper
explores the dilemma confronting the EU in seeking to play an influ-
ential and relevant part in promoting a solution to the Palestinian
refugee issue.

In addition, the paper draws attention to elements of the study
which have been introduced into the discussions, and have helped
frame the terms of references of the debate, around a fuller EU
engagement in the Palestinian refugee repatriation process. Much of
the economic and political data in the study preceded the second
intifada and the Israeli re-occupation of the Palestinian territories,
and therefore requires updating and will not be reviewed in this
papet. Nevertheless, the study raised a number of important issues
that are still relevant. These include the need for transparency over
the legal principles in the construction of a repatriation programme;
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the need for refugee participation in operationalizing priorities; the
need to address the fragmentation of decision-making over the
refugee issue in the Palestine Liberation Organization (PLO),
the PA, the United Nations Relief and Works Agency (UNRWA) and
the donor community; and the need to involve host countties in the
planning and preparation of a repatriation programme and further
examination of the role of UNRWA.

The paper is divided into five sections. The first part contextual-
izes the role of the EU in the refugee issue and discusses the back-
ground to the commissioning of the study. The second section
outlines the Terms of References for the study and discusses the
issues that led to their revision. The third section highlights the main
issues raised by the study while the fourth discusses the policy impli-
cations of these issues and summatizes the key recommendations
made. The final part attempts to assess the significance of the study
and the subsequent activities of the Refugee Task Force.

CONTEXT OF STUDY

While Europe’s long-standing and extensive links with the Middle
East and North Africa (MENA) region are not the subject of this
paper and have been discussed at length in many other publications
itis important to refer to some of the main elements (Aliboni, Jotfe,
and Niblock 1996; Ludlow 1994; Weidenfeld 1995). Clearly historical
links from the classical period, the Moorish invasion, the Crusades,
the Renaissance, the Ottoman Empire and the colonial period have
created a history of exchange and fusion which have been embedded
in their respective cultures. More recently in the post-1945 period,
economic interdependence between the two regions has increased
with, on the one hand, European dependency on the region’s
hydrocarbons (80 per cent of its energy supplies come from the
Middle East) and, on the other, the EU being the main trading
partner of virtually every state in the region, including Israel
(Ayubi 1995).

The resultis that due to the MENA region’s geographic proximity
to Europe, any instability in that region, whether it be fluctuations in
oil prices, the threat of uncontrolled migration or political radicalism,
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is perceived as threatening the security and interests of Europe. Thus
European involvementin political and economic issues of the region
can be seen as based on rational self-interest and not merely compe-
tition with the USA over access to markets, resources and political
influence. In this context, the EU’s lack of influence in the resolution
of the Arab—Israeli conflict has been a strategic and critical policy
failure in the defence of its future as a collective entity. Hence, there
is likely to be constant pressute to undermine the attempt of the
USA to monopolize the region.

The exclusion of the EU and its predecessor, the European
Community (EC), from the MEPP is rooted in the imposition of
Cold War dynamics in the region, particularly since the Suez crisis of
1956 (Dannreuther 2002: 3) The US-USSR rivalry over influence in
the region during the 1950s and 1960s left little space for a
‘Buropean’ policy. An additional factor in the lack of a European role
has been the absence of institutions that could express a European
policy. As a result European policy in the region was largely an aggre-
gate of disparate bilateral relations. This is a pattern and dynamic that
the USA sought to preserve. It resisted European involvement from
the Venice Declaration of 1980, which called for the inclusion of the
PLO in negotiations, down to the Madrid conference that launched
the peace process in 1991, to the current reluctant acceptance of the
existence of the Quartet (USA, Russia, the UN and the EU) as an
actor in the MEPP. In the Madrid conference the co-sponsors were
the USA and Soviet Union/Russia, with the EU being sidelined
along with the United Nations. It was given no role in any of the
bilateral negotiating tracks between Israel and its neighbours and was
relegated to chairing the Regional Economic Development Working
Group (REDWG) (Peters 1996).

However, two developments occurred in the 1990s that changed
the pattern of external involvement in the region. First, the collapse
of the Soviet Union and the emergence of a unipolar international
system led to a growing US hegemonic control over the MENA
region. Second, the Maastricht Treaty of 1994 that established insti-
tutions for a collective EU foreign policy (the Common Foreign and
Security Policy, or CFSP) provided the basis for an EU challenge to
its exclusion from the MEPP. Tensions surfaced with the USA over
its refusal to intervene more strongly in the Washington round of
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negotiations that flowed from the Madrid conference. This had led
to a paralysis not only in the Israeli—Palestinian track but also in the
multilateral negotiations such as the REDWG. From the perspective
of the Europeans, the impetus towards a negotiated solution follow-
ing the Gulf War was being squandered. The Oslo Accords between
the PLO and the Israeli government brokered by Norway was seen as
a European initiative, despite Norway being a non-EC state.
However, any advantage the EC sought was usurped by the USA as it
recaptured the initiative by hosting the signing ceremony between
the two parties in Washington. Likewise, while the EC sought to
carve out a role for itself in the subsequent donor co-ordination
meetings, the USA insisted on holding them in Washington and pass-
ing the chair on to the World Bank.

Nevertheless, EU pressure to be more closely involved has
appeared to be unstoppable. While the Oslo Accords failed to revive
the REDWG activities that were still chaired by the EU, Europe’s
expertise in economic development issues in the region came to the
fore in the other multilateral forum established by the Madrid con-
ference: the Refugee Working Group (RWG). In this working group,
the EU was given responsibility for Social and Economic
Infrastructure Development. This combination of involvement in
one of the key Permanent Status issues in both the Madrid and Oslo
frameworks for negotiations (the so-called ‘deal-breaker’) and in one
which was bound to require a massive effort in economic terms, put
the EU in a strong position to have a significant input into the out-
come of the MEPP.

The EU had also played a significant behind-the-scenes role in
the process set up by the Oslo Accords, particulatly since the
creation in 1991 of the post of European Union Special Envoy
(EUSE) to the Middle East Peace Process, occupied during the
period of the study by Ambassador Miguel Moratinos. Creating this
post gave the EU a greater ability to respond to events and a greater
visibility in the peace process. The EUSE undertook various
small-scale initiatives aimed at building confidence between the
parties, in a number of areas including refugees (Peters 2000: 159).
The establishment of the Refugee Task Force, chaired by Katren
Roxman, a Swedish diplomat seconded to the EUSE office, was an
attempt to draw in the expertise of the member countries, and to
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coordinate their different agendas on the refugee issue. Its main
brief, however, was to develop policy initiatives that would help the
EU contribute to a solution to the refugee question. In addition, it
was hoped that the work of the RTF would provide an alternative
channel to the paralyzed RWG for fostering progress on the refugee
issue (Peters 2000: 160).

Part of the impetus in the EU’s efforts to strengthen movement
towards the establishment of the Palestinian state was detived from
the Euro-Mediterranean Partnership (EMP), launched at the
Barcelona conference in November 1995. The EMP process (also
known as the Barcelona process) included three programmes: the
political and security partnership, the economic and financial part-
nership and the partnership in social, cultural and human affairs. The
process was designed to create a Mediterranean Free Trade Area
(MEFTA) and to enhance political security of the Mediterranean
region. The process launched a series of Mediterranean regional
conferences and meetings at the Foreign Minister level, with the
EU providing the secretariat. Despite being seen as a separate
framework, the EMP process nevertheless required progress on the
Arab—Israeli conflict and the Palestinian refugee issue in order to
attain its objectives. In this way, the EU became structurally involved
in the progress of the MEPP (Xenakis and Chryssochoou 2001). In
addition, the EMP process, in which the EU was the pre-eminent
party, provided an alternative entry point to the MEPP outside
of the US-dominated Madrid framework and the US-sponsored
MENA economic summits that took place in Casablanca and
Amman. For example, at the Third Euro—Mediterranean Ministerial
Conference in Stuttgart in April 1999, the EU reiterated its
commitment to a just comprehensive and lasting peace in the
Middle East based on faithful implementation of the UN Security
Council Resolutions 242 and 338 and the terms of reference of the
Madrid Peace conference and the Oslo Accords’ (Xenakis and
Chryssochoou 2001: 89).

Thus, when the study was carried out in 2000-2001, the EU pos-
ition on the peace process and on Palestinian refugees in particular
was built on three pillars: the political framework established by the
Madrid conference and the Oslo Accords; the EMP process; and
also on legal principles based upon UN Security Council Resolutions
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242 and 338 and other articles of international law regarding military
occupation (namely, the Geneva Conventions). Continuingits role as
‘outridet’ of the USA, begun with the Venice Declaration, the EU
followed this up with the Berlin Declaration of 1999, which
announced its support for the creation of a Palestinian state as a
prerequisite for a solution to the refugee issue. The EU provided
substantial aid, to the tune of six billion dollars, in addition to an
equivalent amount in loans from the European Investment Bank,
with the purpose of laying the infrastructure for such an entity. In
addition, the EU signed an interim trade agreement with the
Palestinian Authority that focused on liberalizing trade and con-
tributing to the economic development of the West Bank and Gaza
as part of the EMP process.

Despite the extent of EU activity in supporting a future
Palestinian state and its reiterations on a number of occasions of its
belief in the importance of making progress on the refugee issue, it
has, nonetheless, avoided formulating a clear position on the refugee
issue as a Permanent Status question. A good example of this is a
document which became known as the Bristol Report, submitted to
the RWG by the EU. Despite being an attempt to break the impasse
on the RWG, the report made no explicit declaration in support of
refugee rights as understood by the United Nations High
Commissioner for Refugees (UNHCR) in regards to refugee con-
ventions (European Commission 1994: Point 12). In addition, while
the Betlin Declaration had stated that no actions should be taken by
either side that would prejudice the final status issues, there was no
explicit support by the EU for the Palestinian refugees’ right of
return or compensation as laid down in UN General Assembly
Resolution 194. Rather, during the 1990s the EU saw its main contri-
bution to the refugee issue as being based on a humanitarian
perspective — providing aid to Palestinian refugees via the European
Commission Humanitarian Office (ECHO) and UNWRA (Tamari
1996: 19). One can note also that the EU sponsored a conference
entitled ‘Resolving the Palestinian Refugee Problem: What Role for
the International Community?” held in Warwick in March 1998,
comprised mainly of workshops on donor cooperation, economic
needs and constraints and the issue of compensation (Warwick
University 1998). In this context, the commissioning of two studies
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by the RTF can be seen as an attempt to make further progress on
specific humanitarian and material steps.

The first study commissioned by the RTT was designed to ascet-
tain, in the event of a negotiated settlement, the number of refugees
that could be settled in the West Bank and Gaza Strip. This would
assist the international community in drawing budgetary contingen-
cies to support an eventual repatriation programme. It would also
possibly reassure the Israeli government that such a repatriation pro-
gramme was feasible and could be managed in a way which did not
threaten Israel. Entitled ‘Prospects for Absorption of Returning
Refugees in the West Bank and the Gaza Strip’ (Tsardanidis and
Huliaras 1999), the study focused on the economic capacity of the
West Bank and Gaza Strip to absorb returning refugees. Following an
analysis of existing literature and studies on the economic perfor-
mance of the West Bank and Gaza Strip, the authors presented three
scenarios permitting a range of numbers of refugees that could
return, with a top ceiling of 250,000. The capping of refugee return
at such a low figure notwithstanding, the study was criticized in the
RTF and by Palestinian bodies. EU member states argued that the
conclusions did not tally with the evidence presented and insufficient
care had been taken in establishing the political assumptions that
underpinned the scenarios. A critique prepared by the PLO
Department of Refugee Affairs called into question its ‘gratuitous
and pre-emptive political assumptions’ regarding both the numbers
and location of repatriation as well as the weak evidence for its quan-
titative conclusions (PLO Department of Refugee Affairs 2000).
Despite being revised and re-submitted, the study was shelved and
the EU turned to the World Bank for further research in this field.
There was considerable embarrassment that the RTF’s sally into this
politically contentious field had been pootly executed (informal con-
versations with RTT members, October 2000).

PALESTINIAN DISPLACED PERSONS

The second study was commissioned in July 2000 with even a nar-
rower remit. To some extent this was a victory of the ‘pragmatists’
over the ‘idealists’ in the RTF in that the focus was to be on a
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component of the Oslo Accords which was both humanitarian and
agreed upon by all parties, including Israel. The aim of the study
was to identify under different scenarios ‘the policy and financial
instruments essential for the successful return of Palestinian
Displaced Persons (DPs) to the West Bank and Gaza Strip and their
integration there’ (Exeter University, 2001: Appendix, 117). A team
based at Exeter University in the United Kingdom was asked to con-
duct a ‘short and quick’ study. Budgetary constraints limited the
amount of fieldwork that could be conducted, so the study did not
attempt to carry out new surveys. Instead it brought together existing
material and the experience of other agencies in the field in order to
offer policy recommendations concerning Palestinian DPs. In
addition, the study was not a feasibility study. While some of the
recommendations were quite detailed, they were not costed. Finally,
the Terms of Reference did not include consideration of the
compensation issue.

Almost immediately, however, the researchers encountered a
series of political, conceptual and methodological problems that
led to revisions in the Terms of Reference. Palestinians DPs are a
sub-group within the generic category of Palestinian refugees who
were displaced as a result of the 1967 War. They are specifically
referred to in the 1993 Oslo Accords (Declaration of Principles,
Article XII). The 1994 Peace Treaty between Jordan and Israel
(Article 8, paragraph 2a) also provided the legal basis for the setting
up of a Quadripartite Commission, comprising Istael, Jordan, Egypt
and the Palestinians, to solve the issue of the DPs. The Quadripartite
Commission failed to reconcile the different Palestinian and Israeli
positions, but the agreement in principle provided enough of an
opportunity for the PA and the donor community to begin the
process of planning a return programme for the DPs.

Howevet, due to the lack of agreement between the Palestinian
and Israeli sides as to whom the term DPs actually covers, such plans
remained at their early stages. The Palestinian position is that DPs
should include Palestinians temporarily outside the West Bank and
Gaza Strip in 1967; those deported after 1967; those who left volun-
tarily but were refused permission to re-enter; and, finally, the
descendants and relatives of the above. The Istaeli definition is nar-
rower holding that the term should be limited to those individuals



88 - Palestinian Refugees

actually displaced as a result of the fighting in 1967, excluding
descendants. The Palestinian definition pointed to estimates
between 800,000 and 1 million. The Israeli definition led to estimates
between 50,000 and 300,000.

The Exeter study noted that the term DPs in the Palestinian
context was problematic. In some senses DPs are simultaneously
both refugees and not refugees. They are refugees in the sense thatin
addition to being displaced in 1967, an estimated 50—80 per cent of
them are also refugees from pre-1948 Palestine. That s, they became
refugees for a second time in 1967. But they are not refugees in the
sense that they do not fall under the original UNRWA mandate
although many of them receive UNRWA services both as a result of
their 1948 status and because UNRWA extended emergency relief to
all DPs after the 1967 War for humanitarian reasons.

However, the term DP had considerable utility on the political
level provided that the Oslo framework remained in place. Even in
the political circumstances during which the study was conducted
(November 2000 to January 2001), the Oslo framework was coming
under question. In addition, on a programme planning level the term
brought with it some serious problems of both principle and oper-
ational effectiveness. First, for possibly up to 80 per cent of DPs, a
return programme to the West Bank and Gaza Strip would not be a
return or repatriation to their place of origin. Therefore, unless it was
designed and presented as an interim measure or as a prototype for a
second repatriation to their original homes, the principle of refugee
choice was being circumvented. Second, a return programme
designed specifically for DPs but which did not address the needs of
other refugees, was most likely to cause resentment and hostility,
creating additional difficulties in implementation and successful
integration. Third, the acceptability of a repatriation programme
would be essential for successful integration. Refugees and DPs
would be wary of any scheme that might undermine their right of
return or which might deal with them as constituent parts or in an
ad hoc and piecemeal fashion. Fourth, while most DPs reside in
Jordan, they are difficult to isolate in terms of identifying specific
financial and policy instruments ot programme design that will assist
their return to the West Band and Gaza Strip. Their definition as a
sub-category is a result of a political event (the 1967 War) not of a
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particular socio-economic, regional, cultural, or religious characteris-
tic. Indeed, they come out of the refugee environment and share the
experiences and aspirations of that wider group.

As a result of these considerations, the Exeter team decided to
interpret the Terms of Reference more broadly and locate its study in
the wider context of the whole refugee issue. The challenge was to
reconcile these divergent considerations and to design policy and
financial instruments that had relevance to DPs of the Oslo frame-
work but at the same time relevance for the return of the refugee
community as a whole. These considerations were presented to the
RTF at the interim report stage in November 2000 and accepted.
Their acceptance by the RTF reflected an ongoing debate within the
RTF, and by extension in the EU, about the extent to which the EU
should engage in Permanent Status issues and challenge US domin-
ance in this area. Italso mirrored the changing dynamics in the region
following the outbreak of the second in#ifada in September 2000
and the ongoing attempts to reach an agreement between the Israeli
and Palestinian delegations which culminated in the Taba talks in
January 2001. The prospect of a last-minute breakthrough at Taba
running parallel with the total collapse of the Oslo framework,
which the electoral defeat of Prime Minister Barak of Israel
presaged, meant that the focus had moved away from DPs.

As a result the study comprised a broader perspective than had
been envisaged in the original Terms of Reference. By introducing
issues linking the operational feasibility of a tepatriation programme
to UN conventions on refugee rights and good practice, the support
for a more comprehensive approach was made more credible.
Adherence to UN resolutions could be dismissed as merely an ideal-
ist aspiration, but when it was seen to be part of an effective package
and producing value for money then it was worthy of greater consid-
eration. In this way the study tried to knit together vatious strands of
existing EU policy: a positive track record in humanitarian assistance
and economic development operating within the framework of
international law; and the growing need to overcome the impasse in
the Euro—Mediterranean Partnership —an impasse brought about by
the lack of progress on Arab—Israeli conflict. Accordingly, the study
aimed to produce a series of policy recommendations that were both
practical and incremental.
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MAIN AREAS OF STUDY

While not carrying out any primary data collection, the study sut-
veyed the existing literature on the demographic profile of the
refugee population. The aim was to identify key characteristics that
would need to be incorporated into the design of a repatriation pro-
gramme. Among these were: the relative youth of potential
returnees; the importance of the family as an economic asset; the
centrality of kinship links; the role of women in maintaining the
cohesion of households; the relatively high levels of human resource
development (education and training); and the labour skills in particu-
lar sectors. The study also highlighted the lack of gender-specific
surveys to inform the design of a programme.

A major part of the study focused on the internal and external
parameters and constraints for a repatriation programme to the West
Bank and Gaza Strip. While the economic and political circum-
stances have dramatically changed since the study was submitted,
many of the observations and issues raised are still pertinent.
Internally, the study argued that the West Bank and Gaza Strip were
not in an optimum situation to accommodate a massive return pro-
gramme of either DPs or the wider refugee community. In the first
place, demographic growth and projected return figures pointed to
rates of job creation, health and education provision and infrastruc-
ture developmentin excess of projected local real GDP growth rates
and beyond the internally generated fiscal revenues of the PA. The
productive and financial sectors of the Palestinian economy are
under-developed and would require significant investment for many
years to come to meet existing and projected demand. In addition,
the existing political framework and conditions of conflict were
highly problematic as a context for the implementation of a success-
ful return programme. There was a crucial lack of clarity over the role
that a DP-only return programme would play in a wider return pro-
gramme for refugees. The study also argued that the likely collapse of
the Oslo framework would require a re-evaluation of a DP-only
return programme.

The external parameters provided a more mixed picture. The
regional economic climate had been buoyed by a period of unusually
high oil revenues in 1999-2000. However, the specificity of the
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Palestinian situation — with its political instability and dependence on
economic relations with Israel — meant that any regional economic
upturn would not significantly alter the poor prospects of the
Palestinian economy. Another external factor to be considered was
the way in which the international legal framework on refugees was
evolving towards a more human rights-based understanding and
away from a state sovereignty formula. This offered considerable
support for a more comprehensive return programme, and for a
negotiating agenda based around it. In addition, the role of the EU
had become increasingly proactive which, from a Palestinian view-
point, provided a counterweight to the close US—Israeli coordination
on the refugee issue. The wide experience of the EU in development
assistance in the area, its extensive contacts in the region and the fact
that many of its political positions are based upon UN resolutions,
positioned the EU as a crucial partner with the Palestinians over a
return programme.

A distinguishing feature of the study was its attempt to place any
planned return programmes in a comparative context by briefly
examining refugee return programmes in other post-conflict situ-
ations. The first case study selected was the Bosnian return pro-
gramme, asserted by many to be an example of how #of to organize a
return programme. The second was the Guatemalan programme
that emerged out of a principled approach to the issue of return and
strove to ensure its implementation met standards of good practice.
It provided some useful learning points on the kind of challenges
that can be faced when aiming to achieve high standards. Third, the
Vietnamese programme was chosen as noteworthy in being one of
the largestinternational return programmes, operating in the context
of continued political tensions and involving the involuntary return
of thousands of reluctant returnees.

The case studies highlighted a number of critical factors that
should be taken into account when designing a return programme
for Palestinian DPs and refugees:

*  Planning and preparation. Thorough planning and preparation
before beginning a return programme is a crucial issue. It took
two years of preparation before the Guatemalan programme
finally started. Factoring in this time ensures that the systems to
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co-ordinate the contribution of all stakeholders can be identified
and putin place. In addition, joint standards of good practice can
be discussed and agreed, and a common understanding of aims,
objectives and ways of working can be developed.

o Assistance packages. The success of assistance packages is depend-
ent on a number of crucial factors, such as consistency, legislative
support and a gendered approach. The extent to which there is
consistency in the level of benefit for each returnee and the
degree to which the support given to returnees is seen to benefit
the community as a whole is important in order to counteract
resentment from the existing community not receiving benefits.
Other factors include the provision of advice, training and ongo-
ing support to individuals in the schemes, and the introduction of
appropriate legislation to support the creation of micro enter-
prise while at the same time avoiding the saturation of the market
for small businesses. In addition, it is important to introduce
enabling systems for women to ensure, among other things, that
women professionals benefit from and are equally attracted to
return,

o Country of origin participation. The level of co-operation from
government agencies in the country of origin is important as it
determines how effectively the programme can be implemented,
particulatly in terms of the legislation needed to facilitate return
programmes and the issuing of documentation papers.

*  Refugee and DP participation. It is important to establish informa-
tion systems that ensure information and advice is available in
host countries which matches the reality in the country of return.
This will allow returnees to plan for the particular needs of single
women, young single men, the eldetly, the disabled and unaccom-
panied minors. In addition, the involvement of returnees them-
selves in the design and implementation of return programmes is
vital for the success of a return programme which builds up a
sense of ownership and trust in the process.

*  Gender awareness. Programs need to demonstrate a clear commit-
ment to ensuring both men and women benefit from the
programme and include a coherent and systematic gender
component.
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*  Integrated approach. An integrated or holistic approach that con-
siders the long-term well-being of the community as a whole has
been shown to be the most effective approach.

The final substantive part of the study examined the range of
options being discussed among the PA, local non-governmental
organizations (NGOs) and the donor community within the context
of the likely trends and projections for the economy of the West
Bank and Gaza Strip and of the fiscal position of the PA. While at the
time of the study there were no published plans for a refugee return
programme, the implications of such a programme could be dis-
cerned from the long-term development plans of the PA. Particular
reference was made to two documents: the Palestine Development
Plan and the Pathway towards a Palestinian Vision of 2005 and
Beyond (Palestinian Authority 1999; Palestinian Authority 2001). At
the same time, the study recognized that strategic planning in the PA
is highly diversified and uncoordinated, it therefore also examined
the priorities expressed by different Palestinian institutions such
as the Department of Refugee Affairs (DORA), the Palestine
Economic Council for Development and Reconstruction (PEC-
DAR), and the Negotiations Support Unit of the Department of
Negotiation Affairs. The potential role of external aid in a prospect-
ive return programme was also examined.

The study noted that Palestinian planning for a return programme
encountered a number of issues and debates. First, the political
uncertainties regarding the future of the Oslo framework and the
nature of relations with Israel mean that projections about numbers
or target groups of returnees were largely speculative. Second, the
economic conditions, even before the second éntifada, were not con-
ducive to a large-scale return programme. PA revenues failed to
cover recurrent spending, leaving a total dependency upon external
funds for capital expenditure on current infra-structural develop-
ment. The sustainability of the then current and projected PA expend-
iture was contingent upon a level of private sector growth that was
unlikely to materialize in the short to medium term. Private sector
growth, with its knock-on effects in terms of overall economic
expansion, job creation and higher fiscal revenues, would only
become a significant factor when there was sufficient political
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stability in addition to legal, monetary and institutional reforms. In
this context, during the short and medium term (five to ten years) the
role of the international donor community would be essential in pro-
viding the means for the implementation of a return programme.
Thus, if the EU was to be committed to assisting in the resolution of
the Palestinian refugee problem in the long-term, it would be
required to finance an array of measures from providing short to
medium term budgetaty support for the PA to the transformation of
UNRWA.

Third, the nature of the return programme and the ‘package’ of
infra-structural measures to be implemented were the subject of
many debates. For example, approaches to the provision of refugee
housing differed. One group, led by the Palestinian Ministry of
Planning and International Cooperation (MOPIC), PECDAR and
others in the international development assistance community,
expressed a preference for new city development. This can be termed
the ‘Big Bang’ school. It takes the position that large-scale projects in
‘empty areas’ of the West Bank should be a primary PA response to
the practicalities of a return programme. Others in the local NGO
community and individuals in the PA belonged to a second group,
which can be termed the ‘incrementalist’ school. Their argument is
that the existing absorptive capacity in the West Bank is much
higher than assumed. Within the village context, for example, up to
50 per cent expansion would be possible in many neighbourhoods. It
is feasible, they suggest, to begin strengthening the infrastructure of
these villages now in preparation for the eventual return, rather than
wait for large-scale developments pending a peace agreement. Full
creation on the Israeli development town model would not be neces-
sary or desirable except perhaps in the Jordan Valley. Even in the
Gaza Strip, there are possibilities for some such expansion. A key
benefit of the incrementalist approach would be the re-integration of
small refugee communities back into Palestinian society, which is not
likely to occur under the development town model.

Finally, there was the issue of implementation and the role of
UNRWA. Officially there were no concrete plans for UNRWA to
play a role in a return programme and, indeed, plans for its dissolu-
tion are referred to in the 1995 Annual Report (UNRWA 1995). With
the stalling of the peace negotiations, discussion over the Agency’s
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future had been stymied because of the political sensitivity of the
refugee issue. However, researchers working on the study encoun-
tered two schools of thought over the future of UNRWA. On one
hand there was what can be termed the ‘UNRWA plus’ school, which
recognizes the need for the gradual handing over of UNRWA func-
tions to the PA, but contends it still has a major role to play in
the organization of a return programme. Under UNRWA plus, the
agency would take on the logistical functions that UNHCR, or
the International Organization for Migration (IOM) and German
Technical Cooperation Agency (GTZ) have taken on in other
refugee return programmes. This school of thought argues that
transforming UNRWA in this way would have the added advantage
of using the services of an organization trusted by the refugee com-
munity with staff who have extensive experience in humanitarian
assistance and micro-enterprise development projects. In addition,
UNRWA provides a collective and institutional memory that would
contribute to the sensitivity required in organizing a return pro-
gramme. UNRWA also has international legitimacy and would be
able to maintain fruitful relations with the international donor com-
munity and with host governments.

On the other hand, the second school of thought, which can be
termed ‘UNRWA minus’, argues that any return programme,
whether it be for DPs or the whole refugee community, should fall
within the ambit of a Palestinian immigration policy. Instead of an
independent agency thete should be a PA Ministry of Immigration
and Absorption which would co-ordinate the relocation and absorp-
tion of returnees with other ministries and contract out the logistics
of return to the IOM or GTZ. The advantage of this approach
would be to delineate with greater clarity which party is responsible
for which aspect of the return programme. The study recognizes
that whether the UNRWA plus or UNRWA minus option is finally
adopted, both options would involve the transfer of functions to the
PA, which would have major fiscal and developmental implications
for the PA, and hence the donor community.

The study concluded thatif the return of refugees was notaccom-
panied by improved management of public resources, better service
delivery, and efforts to increase limited physical resources such as
water supply, then the PA would struggle to accommodate the return
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of a mere 100,000 refugees. On the other hand, under improved
circumstances in terms of increased water supply, good macro-

economic management, a robust regulatory environment that
encourages private sector investment and economic growth, better
use of existing banking sector deposits and additional resources
from the diaspora, the PA and the Palestinian economy might effect-
ively absorb much larger numbers in a phased manner.

POLICY IMPLICATIONS DERIVED FROM THE STUDY

The final section of the study comprised 21 recommendations for
policy initiatives based upon the following assumptions:

That an EU-supported return programme would take place
either in the context of a negotiated Permanent Status agreement
or a series of interim agreements. It would not take place in con-
ditions of open conflict or outright hostilities liable to jeopardize
the safety and dignity of DPs and refugees.

Thatif a seties of interim agteements evolved, there would be suffi-
cient regional stability and commitment to allow the implementation
of certain projects of a preliminary nature, prior to actual return.
That a return programme supported by the EU would adhere to
UNHCR principles and international conventions and be based
on refugee choice, giving due respect to principles of justice and
fairness. Such an approach has been demonstrated elsewhere to
be the most effective and successful.

That an EU-supported return programme would form part of a
larger commitment to the general short- to medium-term devel-
opment of the West Bank and Gaza Strip and would thus adopt
an integrated and comprehensive approach. That is to say it
would include processes intended to assist the existing
Palestinian population of the West Bank and Gaza Strip to
absorb returnees, while also maximizing returnees’ ability to con-
tribute to building and strengthening Palestinian society.

Many of the study’s recommendations related to the general eco-

nomic and institutional development of the West Bank and Gaza
Strip in order to facilitate the absorption of refugees and DPs need
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not be dealt with in this summary. Those recommendations that are
specifically related to the refugee issue include the need to establish
transparency in the form of a commitment to United Nations
General Assembly Resolution 194 and United Nations Security
Council Resolution 237 as a basis for a return programme, and the
adoption of UNHCR principles of good practice. The study also rec-
ommended the introduction of mechanisms for better co-ordination
between DORA, MOPIC, NAD, UNRWA and other host countties,
including preparation for the creation of a ministry for immigration
and refugee absorption. In addition, the study recommended that, in
order to assist in the planning of a return programme, a series of sym-
posia should be organized to bring into the public domain the needs
and concerns of the host countries. Another recommendation was
that the EU should assist in the formulation of plans to transform
parts of UNRWA into a return programme agency including the re-
training of key personnel and the incorporation of best practice from
other repatriation schemes. A final series of recommendations
focused upon the constituent parts of a return programme: prepat-
ation, transportation, housing, employment and otientation and
follow-up services, and suggested specific tasks that the EU could
undertake. One that did not require waiting for a Permanent Status
agreement was the initiation of public discussion of the nature of
Palestinian relations with Israelis and with the state of Israel. This
would involve a consideration of what steps towards restorative jus-
tice and reconciliation might be taken in order to heal the emotional
and psychological damage of the conflict along the lines of the Truth
and Reconciliation Commission set up in South Africa.

OBSERVATIONS ON THE EVOLUTION OF
AN EU POLICY

Itis difficult to assess the impact of the study in any measurable way
for at least three reasons. First, the arcane and opaque processes of
the EU bureaucracy prevent a tracking of specific decisions taken in
respect to the study. Minutes were not made available and feedback
was given informally and on an erratic basis. Second, the submission
of the study in February 2001 coincided with the intensification of
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the second #ntifada, and the formal discussion on its recommenda-
tions took place during the Israeli re-occupation of the West Bank.
This led to a re-ordering of priorities in the EUSE office and the RTF
to focus more on direct humanitarian assistance. Follow-up discus-
sion of the study and execution of the study’s recommendations was
therefore delayed. Third, there was a series of changes in personnel
in the EUSE’s office during the summer of 2001 that broke some of
the continuity in discussion.

Nevertheless, some results can be discerned. The study was
favourably received by most of the main officers involved, in that it
indicated a clear set of tasks that the EU could undertake. It was seen
as particularly valuable in suggesting policies that not only would
assist the pursuit of a Permanent Status agreement, but also others
that could be implemented prior to any agreement (e-mail communi-
cation from Karen Roxman, 6 February 2001). In addition, the con-
textualizing of the needs of 1967 DPs within the whole refugee issue
was seen as a helpful framework for formulating a return programme
for DPs. The main controversy occurred over the study’s contention
that a prerequisite to a successful return programme would be the
adherence to UN resolutions and UNHCR guidelines. Some saw this
as unrealistic given the political conditions pertaining to the region.
During the final presentation of the study to the RTF in April 2001
there was considerable debate over this issue in both the formal and
informal sessions. No decisions as such were taken during the pre-
sentational session apart from the establishment of a working party
to identify which recommendations would be pursued. The research
team was not privy to the outcome of these discussions.

However, one can conclude from informal exchanges that the
study remained a basis for discussion in the Refugee Task Force, and
there are indications that some initiatives that originated from the
office of the EUSE have been partly framed by the analysis and rec-
ommendations put forward in the study. For example, the recom-
mendation concerning the involvement of host countries in
discussing the refugee issue, was taken up through a series of semi-
nars co-ordinated by the Royal Institute for International Affairs and
the Oxford-based Centre for Lebanese Studies, an initiative funded
by the EC and the International Development Research Centre. The
importance of greater co-ordination between Palestinian agencies
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dealing with refugee affairs was also recognized and was introduced
as a result of a Canadian initiative which was supported by the
EUSE. The initiative supported the establishment of a secretariat to
promote coordination among the main Palestinian institutions
working on the refugee issue, the Negotiations Support Unit, DORA
and MOPIC. The issue of taking heed of the principle of best prac-
tice in the construction of repatriation programmes appears to have
made some headway. In part this was due to the preference of EC
and EUSE officers to adhere to UN conventions, but also because
the destructive impact the Israeli re-occupation of the West Bank
had on EU investments in infrastructure and institution building led
to a re-evaluation of funding strategies. Although the office of the
EUSE was reluctant to be more proactive than the Palestinian lead-
ership itself is in adhering to international laws and conventions,
there was a growing awareness thatif the EU was to invest huge sums
of money into a repatriation process it needed to be one that was
going to be acceptable not just to the Israelis but also to the main
stakeholders — the Palestinian refugees. Without their co-operation
EU expenditure in this area may turn out to be a waste of money.
My own critique of the study has identified two weaknesses. First,
the study suffered by trying to pitch itself at both the specialist and
non-specialist members of the RTE, with the result that there was
some duplication of previous work. The RTF is comprised of offi-
cials from the EUSE office but also representatives of member
states, some of whom were more knowledgeable than others, and
some of whom had a clearer agenda than others. Second, and more
importantly, the study could have been improved by a greater know-
ledge of the decision-making processes within the EU. There are
many different centres of power and financial channels in the EU
ranging from the European Commission’s control over the develop-
ment assistance budget to the growing influence of the office of
Javier Solana, the EU’s High Representative for Foreign and Security
Policy. In addition, it is clear that on the Middle East issue certain
member states exert considerably more influence than others and
scrutinize the refugee file in particular. Furthermore, the changing
composition of the RTF, as member states sent different representa-
tives to each meeting, led to a situation where a consistent dialogue,
continuity and an institutional memory between the Exeter research
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team and the RTF was difficult to achieve. Thus, without an insidet’s
grasp of the different levels of decision-making and budgetary
authorization, it was difficult to identify specific activating levers
which would drive a set of initiatives or policies through the different
parts of the EU administration concerned with the Middle East.

In sum, during the period under review, EU policy towards a key
elementin the MEPP, the Palestinian refugees, appears to have under-
gone a subtle change. Greater institutional co-ordination among
member states over foreign policy that flowed from the Maastricht
Treaty; structural involvement in the region through the EMP
process; active participation in Madrid-based frameworks such as the
REDWG and RWG; budgetary support for the PA and UNRWA; and
the creation of the EUSE, have all combined to place the EU in the
forefront of external intervention in the Palestinian refugee issue.
This was reflected in the way that an EUSE-funded study, originally
intended to focus on Palestinian Displaced Persons, in the end
included analysis and recommendations on the broader refugee issue.
The initial narrower remit seems to have been superseded by a greater
willingness to intervene in the formulation of a broader political
agreement on the repatriation of Palestinian refugees.
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CHAPTERG®G

Refugees, repatriation, and development:
Some lessons from recent work

Rexc Brynen, McGill University, Montreal, Canada

THIs CHAPTER WILL examine the development challenges that will
face Palestinian planners and decision-makers as a consequence of
any voluntary repatriation of Palestinian refugees and displaced per-
sons to a future Palestinian state. It will do so by highlighting 12 key
lessons and policy implications drawn from analytical work under-
taken by the World Bank and others in recent years. Many of these
lessons ate also relevant to donors, non-governmental organizations
(NGOs), and analysts that may be involved in future Palestinian
development efforts.

Before undertaking such a task, however, a few caveats are
in order. First, this paper makes no assumptions about the relative
mix of rezurn (to 1948 areas), repatriation (to a Palestinian state, includ-
ing any swapped territories formerly part of Israel), continued
residency (in current host countties), and resettlement (in third countries)
that might be part of a permanent status deal, other than to assume
that all of these options will, in one way or another, form part of an
agreement. If an agreement includes full recognition of the right of
return to areas that are now part of Israel, many refugees may never-
theless opt to either move to, or remain in, a Palestinian state in the
West Bank and Gaza (WBG). If refugee return is very limited
(or even barred) under a peace agreement, the demand for repatria-
tion will be much greater. In any case, there is a moral and practical
obligation to address the demographic and developmental conse-
quences of repatriation for Palestinian statehood. This is especially
the case since, prior to 2000, little serious work had been done on the
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topic. By contrast, Salman Abu Sitta had undertaken substantial
work on the practicalities of return to 1948 areas.’

Second, this paper presumes that the situations of 1948 refugees
and 1967 displaced persons (many of whom are also 1948 refugees)
will be dealt with at the same time. By contrast, the 1993 Oslo
Agreement called for the situation of the displaced to be resolved
during the interim period, while resolution of the broader refugee
issue was postponed to final status negotiations.

A third caveat is that while this analysis is based in large part on
World Bank data and draws upon a number of unpublished World
Bank studies,” it is independent of the Bank. Thus, the author
remains solely responsible for all views offered herein.

LESSON ONE: REPATRIATION FLOWS DEPEND ON
MANY FACTORS, BUT REPATRIATION DECISIONS
SHOULD BE VOLUNTARY

The developmental challenges of absorbing returnees in the
WBG will be fundamentally shaped by three sets of factors: the
nature of any final status agreement, the policies of host countries,
and economic conditions in both host countries and the WBG.
These elements will shape the total magnitude of population
movement, the rate of flow, the voluntary or involuntary nature of
population movement, and the social profile of those permitted or
choosing to return.

The developmental challenges of absorption are most easily dealt
with if population movements are voluntary and unbureaucratized,
rather than somehow planned or ‘managed’. In many or most cases,
relocation decisions would be made by individuals and households
based, in large part, on the relative degree of economic opportunity in
the WBG, compared with conditions in their present host countties.
Market Mechanisms, notably price levels and unemployment rates, will
act as a natural regulator of population movement, with increases in
these signaling scarcity in housing and employment, and hence causing
the rate of repatriation to slow until a new equilibrium is reached.

Conversely, if refugees face substantial ‘push’ factors, and are even
forced to migrate, their movement may be disconnected from local
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economic conditions. In such a case, returnees might find them-
selves forced to repatriate to the WBG despite high local prices and
high unemployment. Furthermore, the sudden involuntary arrival of
a substantial number of persons would, in the absence of a buoyant
economy, cause (at least in the short run) undesirable downward
pressure on wages, upward pressure on prices, and increased unem-
ployment resulting in a reduction in overall welfare.

What might be the major sources of ‘push’ migration? Lebanon,
which hosts around 200,000 refugees,” has made it amply clear
that it opposes any settlement (fzwtin) of Palestinians in its territory.
Lebanese authorities might, in the context of a refugee agreement,
place additional pressures on refugees to leave. This population
group would pose a particular absorption challenge to a Palestinian
state, since Palestinians in Lebanon tend to be unskilled or
semi-skilled workers, with lower levels of formal education, and
little in the way of savings, legally held property, or other capital
resources.

By contrast, itis unlikely that Palestinians in Jordan or Syria would
face similar political pressures to repatriate: Syria has treated its
refugees well, and most Palestinians in Jordan are Jordanian citizens.
Jordan might, however, wish to see the eventual repatriation of non-
citizen displaced persons. The most vulnerable population in this
regard are Gazans, numbering approximately 50,000—100,000. To
this group could be added a further 100,000-200,000 West Bankers
holding temporary travel documents rather than Jordanian citizen-
ship. Political realities in Jordan make it unlikely, however, that any
draconian measures would be applied against either group to force
an abrupt repatriation to a Palestinian state.

LESSON TWO: REPATRIATION AND
DEVELOPMENT POLICIES SHOULD EMPOWER
REFUGEE CHOICE, AND AVOID BUREAUCRATIC
DISTORTIONS AND PERVERSE INCENTIVES

Fundamentally, a development strategy aimed at facilitating the social
and economic absorption of repatriating refugees into the West Bank
and Gaza should be designed so as to build on, rather than distort,
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the individual choices of returnees. Returnees should be empowered
to select when to repatriate, as well as where they will reside. In doing
so, they will likely be motivated by both economic factors (housing
prices, employment and investment opportunities) and social links
(family members and other social support networks). Perverse
incentives, by contrast, would be those that might attract individuals
to the WBG despite otherwise unattractive local conditions; for
example, large grants or other entitlements that encourage rent-
seeking migration.

To maximize flexibility and responsiveness, market and
private sector mechanisms that respond to refugee choices (in the
construction of new residential housing, for example) ought to be
facilitated. State action and development initiatives may be needed
in some cases, howevert, either to build private sector capacities, or to
provide a suitable regulatory and enabling environment for
private sector activity. Moreover, the state, in conjunction with the
international development community, will need to play a key
role in assuring the provision of critical infrastructure, and address-
ing the needs of especially vulnerable groups (such as low
income families, especially those ‘pushed’ by host countries into
repatriation).

Such a strategy would aim to maximize refugee satisfaction,
while at the same time assuring that the natural link between
migration decisions and underlying economic conditions is not dis-
torted by buteaucratic procedures or perverse economic incentives.
In this respect, such an approach would contain policy elements
from — but go well beyond — the refugee integration policies adopted
in most Western jurisdictions. It would more closely parallel the
immigrant absorption policies successfully adopted by Israel since
the 1980s.

What is #ot required is some centralized system of repatriation
management, in which refugees ‘apply’ to return, and some sort of
influx controls are applied to population movement. It is not clear
whether such a process of management was envisaged by partici-
pants in the January 2001 Taba negotiations, where a ‘return, repatti-
ation, and relocation’ committee was proposed as part of the
architecture of implementing a refugee agreement (Government of
Israel and Palestinian Authority 2001).
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LESSON THREE: THERE IS NO SUCH THING AS
‘ABSORPTIVE CAPACITY’

Overall, work by the World Bank and others has highlighted that
there is no meaningful concept of ‘absorptive capacity’ that can be
usefully applied to the West Bank and Gaza, especially under condi-
tions in which population movement is relatively free and hence self-
regulating. Given approptiate political and economic conditions —an
end to current Israeli restrictions on the movement of Palestinian
goods and people, and sound macroeconomic policies; appropriate
frameworks to encourage private sector investment; efforts to
improve the existing resource base (especially for water); and effi-
cient delivery of public services — it is possible to envisage the
absorption of a million or more returnees to the WBG. Conversely,
given weak policies and poor economic conditions, the territories
would struggle to deal with the arrival of a tenth as many persons.

Public income and employment-generation programmes should
not be seen as a major component of absorption strategy.
Governments are generally quite poor at ‘creating’ sustainable
employment, and micro-finance programmes tend not to create new
jobs. Instead, both have a limited role as social safety nets for specific,
targeted groups. In the case of refugees, job creation would likely
only play a modest and transitional welfare role for otherwise
unemployed, involuntary returnees (for example, unskilled workers
repatriating from Lebanon). Vocational training will also be import-
ant for this group.

It is particularly important to recognize that, in general, returnees
will be along-term economic asset, nota burden: returnees are work-
ers, investors, taxpayers, and a source of valuable human and social
capital. Although in the short term their repatriation requires capital
investments in infrastructure and transitional costs for health, educa-
tion, and social services, in the longer-term their economic activity
(and the wealth and government revenues that it generates) is likely
to cover the marginal cost of their consumption of public goods.

The one area in which there are constraints (although not limits) is
the area of natural resoutces, and specifically water. This issue needs
to be seen as part of an overall regional water problem, due not only
to absolute scarcity and rapidly growing population, but also to



Some lessons from recent work - 107

inefficient pricing, usage and distribution. The repatriation of
refugees from nearby countries to a Palestinian state would not
increase the total demand on regional water supplies, moreover, but
merely rearrange it.

LESSON FOUR: REFUGEE ABSORPTION OUGHT TO
BE PART OF A BROADER STRATEGY OF PLANNING
FOR DEMOGRAPHIC CHANGE

It should be noted that many of the policy issues and potential devel-
opment initiatives associated with the possible repatriation of
refugees to a Palestinian state are also highly relevant to general
demographic growth in the WBG. Hence, policy planning on these
issues should be seen as part of a larger effort to build Palestinian
capacities to cope with demographic change.

Any return to the WBG would occur against a historic backdrop
of high levels of demographic growth. Natural growth in the territor-
ies currently stands at around 3.5 per cent annually. This represents
an increase of over 110,000 persons, or more than 17,000 house-
holds, per year. During peak periods in the years following the 1993
Oslo Agreement, population inflows pushed the net population
growth rate as high as 6 per cent in some years, and year-to-year
school enrolment increases peaked at 10 per cent in 1996-1997
(World Bank 2000: 2.75). During 1996-2000, an estimated 15,600
housing units were constructed per year in the WBG (World Bank
2002b: 2.13).

The effect of the current violence and Palestinian economic crisis
on demographic growth and housing is not fully known. It would
seem reasonable to assume that extremely depressed levels of eco-
nomic activity and employment would severely restrict the ability of
Palestinian families to acquire or upgrade housing, and increased
overcrowding seems likely to result. This may create pent-up housing
demand, which would be expressed in the future in more secure and
economically buoyant times.

It is important to note that, in less abnormal years, the Palestinian
private construction and housing sectors have proved capable of
meeting quite high levels of demand, as have public institutions.
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During this period, and despite the growth in the client population,
the Palestinian Authority (PA) was, through substantial donot-
financed investment, also able modestly to improve both education
and health services. As the World Bank’s June 2000 study of _4id
Effectiveness in the West Bank and Gaza showed, this was evidenced by
both objective indicators (such as student/classroom ratios, hospital
beds per 1000 population) and by an opinion survey conducted
among ordinary Palestinians.

At the same time, there are also salient differences between demo-
graphic expansion generated by natural growth, by the return of dis-
placed persons, and by the repatriation of refugees. Of the three
sources of demographic change, natural growth involves few or no
problems of social integration. Integrating returning 1967 displaced
persons poses more of a challenge. On the one hand, this population
is physically proximate to the West Bank, often has substantial famil-
iarity with the area, and has strong social links to the WBG. On the
other hand, there could be problems of social friction if returnees
were seen to get substantial benefits not provided to members of the
existing population. Repatriated 1948 refugees pose an even larger
challenge of integration, since relatively few have strong family links
to the WBG, and many have had little or no personal familiarity with
the territories.

LESSON FIVE: THE PALESTINIAN STATE OUGHT
NOT TO CONSTRUCT HOUSING FOR RETURNEES

The construction of public housing for returnees was initially envis-
aged by a few Palestinian planners, some of whom seemed to imag-
ine new towns and cities being constructed strategically along
Palestine’s borders on the model of Israeli development towns and
settlements. This is a bad — and untenable — idea, for several reasons.

First, the experience with Palestinian public housing is limited and
generally has been poot. Such a system is likely to be highly prone to
abuse, mismanagement, cost over-runs, inflexibility and corruption.
Indeed, the experience of Israeli immigrant settlement in the 1950s
— with its emphasis on development town construction, and its
continuing legacies of high unemployment, inadequate housing and
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infrastructure, political backlash, and social bitterness — represents a
powerful argument why this is #07 the best approach.

Second, the provision of public housing to returnees, if coupled
with rent or purchase subsidies, would create enormous perverse
migration incentives, attracting returnees in numbers wholly discon-
nected from economic opportunities in the WBG. It would also
create significant equity problems, and considerable tension between
returnees eligible for such housing and current WBG residents
(including existing refugees).

Third, such a programme would be far too costly. In its 2002 study
of the Absorption of New Residents in the West Bank and Gaza, the World
Bank found that the total cost of accommodating returnees in new
newly built housing on public land in the WBG varied from $8,924 to
$13,275 per person, depending on location (including construction
costs, and excluding the imputed cost of the land itself). If such
housing were to be provided for returning refugees and displaced
persons, the costs would be astronomical: between $4.4 and $6.6 bil-
lion for 500,000 returnees, assuming the provision of free public
land. Cleatly, such outlays are well beyond any amounts of assistance
that donors are likely to provide.

The only case where some public sector housing construction
might be appropriate is in regard to emergency low-income housing
for involuntary returnees who have been ‘pushed’ from host
countries. However, even in this case it still may be preferable to
stimulate private sector construction and provide other sorts of
welfare support.

LESSON SIX: ‘DECAMPING’ OF REFUGEE CAMPS IS
NOT FEASIBLE

Whatever political arrangements may be made in a permanent status
agreement, it is inevitable that some refugees in the WBG would
remain in their current locations. Initially, some Palestinian officials
appeared to envisage a massive transformation of refugee camps,
with the bulk of the population rehoused in new residential areas.
This too would be prohibitively expensive, as World Bank data
quickly demonstrates. Full redevelopment of all existing refugee
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camps in the WBG (that is, for approximately 650,000 persons com-
prising less than 20 per cent of the WBG population), involving the
relocation of around 40 per cent of all refugees to new residential
areas (“Type 3’ upgrading, in the World Bank schema) would cost
approximately $4.4 billion — well beyond Palestinian and donor
capacities. Rehousing all camp refugees in new towns would cost
even mote, at approximately $7.3 billion.* In practice, the costs might
be even higher than these estimates, due to the cost inflation associ-
ated with a massive reconstruction programme.

Instead, donor financing is only likely to be able to support much
more modest improvements in existing camps. This would consist of
modest infrastructure and access improvements, with only very lim-
ited relocation/de-densification in the worst cases.

It is similatly not feasible to ‘decamp’ Palestinian refugee camps in
Jordan or Syria, where refugees, given a choice, may choose to maintain
residence even after a peace agreement. In many cases, the camps act as
low-income housing reserves, with refugees moving in and out depend-
ingon their economic circumstances. Instead, the focus would need to be
on improving and regularizing these areas (with some de-densification),
thus (further) transforming camps into urban neighbourhoods.

In addition to the overwhelming economic argument for not relo-
cating existing refugee camp residents to new towns, there is a social
one too: refugee camps have become poor but vibrant urban areas,
with dense networks of social links, commerce, service, voluntary
and community activities. Any redevelopment efforts should be
careful to preserve, even build upon, these.

It is important also to recognize the enormous legal and other
complexities that would surround land tenure within refugee camps.
WBG camps are generally constructed on public land, but in Jordan,
Syria, and Lebanon camps occupy a more confusing mix of public,
charitable, and private lands. Despite a lack of formal legal title,
refugees ‘buy’ and ‘sell’ camp properties. If camp residences and
property were transferred to residents, the stark differences in poten-
tial land prices (between, for example, sea-front properties in Beach
Camp versus the interior of Deir al-Balah or Rafah) could create sub-
stantial inequities. Some mechanism would need to be developed
that provides refugees with clear legal title to their homes, but also
mitigates the effect of variations in local property values.
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LESSON SEVEN: EVACUATED SETTLEMENTS ARE
ILL-SUITED FOR REFUGEE ABSORPTION

Many commentators have assumed that evacuated Israeli settlements
in the WBG could provide suitable housing stock for returnees. While
this may be true in some cases, simply allocating settlement homes to
returnees could be problematic in many respects. First, there may be
an inadequate number of homes. Second, settlements may not be con-
veniently located for Palestinian employment purposes. Third, there
may be serious equity issues involved, especially given that most settler
housing s relatively luxurious by local Palestinian standards. Why should
some treturnees acquire ex-settler homes with lawns, air conditioners
and even swimming pools, while others acquire nothing at all, and local
(and perhaps much poorer) WBG residents remain in their current
inferior residences? Finally, there is substantial opportunity for abuse in
any programme of using settlements as public housing for returnees,
and even a well-run and transparent programme could be subject to
politically costly accusations of favoritism in housing allocation.

Given this, it is preferable for the absorption of settler housing
stock to be seen in the broader context of a Palestinian national
housing strategy, rather than as a refugee specific asset. Most settler
homes could be capitalized by selling them at appropriate prices to
any interested Palestinian buyer, refugee or non-refugee. The
resources thus received by the state could then be used to finance
public infrastructure investments, housing finance incentives/subsid-
ies, and other programmes for both returnees and the general popu-
lation. Equity and transparency would be essential in the design of
such a programme.

LESSON EIGHT: RETURNEES SHOULD BE
ASSISTED IN VOLUNTARY RELOCATION IN
A WAY THAT REDUCES THE TRANSACTION
COSTS OF RELOCATION

The first basket of an overall policy package for returnees should
involve relocation assistance. This would provide direct support,
during the duration of the return programme, for the transportation
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and relocation costs of eligible refugees and displaced persons
returning to the WBG to take up residency there. Such a programme
might be generalized, or could be means-tested so as to direct bene-
fits to low and middle-income families. It should, ideally, offset the
economic cost of relocation without creating any particular financial
incentive to relocate. Such a programme might take the form of per
capita cash payments; vouchers, usable towards transportation costs
for persons or possessions; organized and/or subsidized transporta-
tion; or some combination of these.

It is also possible to provide reintegration grants, to facilitate the
initial transition to residence in new areas. Israel, for example, has
provided rental assistance payments (usable, in essence, for any put-
pose) for newly arrived immigrant families since the 1990s. This
policy has proved very useful in cushioning the costs and strains of
first arrival, and supporting families while they arrange long-term
housing solutions. It is doubtful, however, whether any such pro-
gramme could easily be applied to the Palestinian case, for several
reasons. First, the PA lacks the fiscal resources for such a pro-
gramme, and donors may be reluctant to finance a programme that
involves simple cash payments to individuals. Second, the weaker
institutionalization of the PA might make a programme more
vulnerable to abuse. Third, unlike immigration to Israel, returnees to
the WBG are traveling relatively short distances, have opportunities
to find housing solutions prior to arrival (especially if there were to
be a relatively open border with Jordan), speak the local language,
and thus face fewer problems of social integration.

Some form of housing assistance vouchers might be necessary,
however, to address the urgent needs of low-income, involuntary
returnees who have been ‘pushed’ from their current countries of
residency. Ideally, such vouchers would form part of a broader low-
income housing/welfare programme for which all Palestinians were
eligible. However, in the absence of a national strategy, it might prove
more practical to establish a limited-time, tailored programme
focused on the needs of a particular group of involuntary returnees.
Such vouchers could be used towards rent, housing purchase, or pet-
haps mortgage rate subsidies.

The relocation assistance basket would also include support for
information and outreach programmes. Drop-in centres for
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returnees could be established in major urban ateas, to provide a
one-stop location for gathering information on housing, retraining
programmes, and other relevant public and NGO services available
to returnees. Similar information centres could also be established in
the diaspora, to inform potential returnees, and to facilitate their
efforts to secure travel and other needed documentation. Were
relocation to be involuntary, there would also be an emergency need
to assist individuals and families in securing documentation and
making other necessary arrangements.

LESSON NINE: REFUGEE HOUSING POLICIES
SHOULD FORM PART OF A BROADER NATIONAL
STRATEGY TO STIMULATE HOUSING SUPPLY

The second basket of policies for the absorption of returnees would
involve stimulating the housing sector to assure that adequate hous-
ing stock entered the market in a timely fashion and at a reasonable
cost. In general, these policies would be aimed at increasing the gen-
eral housing stock, rather than creating returnee-specific housing
solutions. In doing so, such an approach reduces or eliminates the
risk of both perverse incentives (attracting returnees through tar-
geted housing) and social tensions between residents and returnees
over differential access to housing solutions.

What is being suggested here is that resources be directed toward
a programme that would see public land being made available for
housing purposes at below market rates, whether to contractors for
eventual sale or rent, or to qualified individuals undertaking their
own construction. Such land would be made available to all,
returnees or residents, although income criteria could be developed
to limit the largest implicit subsidies to those projects intended for
low-income housing or undertaken by low-income families.
Affordability targets might also be set, requiring that contractor
developments have a certain maximum sale price, or that a certain
proportion of low-income housing be built. Increasing the pool of
land available for housing in this way should have the added
advantage of dampening increases in private land prices during the
repatriation period, thus reducing or avoiding the sorts of sharp
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housing price increases that followed the Oslo Agreement and the
establishment of the Palestinian Authority.

There is cleatly enough public land to accommodate returning
displaced persons in this way, quite apart from private land that
would also be built upon. The World Bank’s examination of a sample
of just five representative urban areas in the West Bank® found suffi-
cient land for 106,000—211,000 new residents in these locations,
depending on assumptions about housing density. Although more
costly, satellite towns could also be developed in new ateas, each
accommodating 20,000—70,000 residents (World Bank 2002a).

Sites would be made available as serviced lots, with roads, water,
and sewage access and facilities provided. The funding for this, as
well investments in the required social infrastructure (schools, health
facilities, community centres), would be provided by donors. At
present, poor infrastructure and the frequent requirement that devel-
opers provide feeder infrastructure represents a significant constraint
on housing development, pushing prices up (World Bank 2002b).

It is envisaged that the implementation of such a programme
would be highly decentralized, and focused at the municipal level.
Local government units would be provided with incentive grants, pro-
portional to the amount of construction undertaken on public land
and the number of returnees attracted. Such grants would be sufficient
to cover the cost of providing public infrastructure for new residents
and housing, together with a bonus incentive amount intended to
make it desirable for local governments to attract new residents.

Without such a programme, there is a danger that local govern-
ments will attempt to deter new residents, fearing that local infra-
structure and services will be overwhelmed. With such a programme,
local governments effectively will compete with one another to offer
innovative programmes to attract newcomers, and hence the incen-
tive grants linked to returnees. Such a programme would be devised
so as to allow a variety of approaches to be adopted at the local level,
reflecting different geographical circumstances, public and NGO
capacities, demand, and other factors. It also focuses efforts at the
municipal level, where Palestinian implementation capacity is often
quite strong.

In addition to such locally directed incentives, there is a need to
promote suitable reform and institution-building in the local



Some lessons from recent work - 115

planning, zoning, and taxation systems so as to provide a supportive
environment for the housing sector. At present, only 25-30 per cent
of WBG properties are propetly registered, thus limiting collateral-
based lending, slowing transactions, and rendering some purchases
potentially insecure (World Bank 2002b: 2.17). In many cases,
municipal zoning regulations are highly formalized and tend to
restrict the supply of land for housing in urban areas (World Bank
2002b: 2.16). Reform in these areas is likely to occur faster if local
officials see positive benefits accruing from attracting newcomers to
their areas.

Reform is also important in the rental sectot, so as to encourage
growth of this housing stock. At present, only a very small propot-
tion of Palestinian households reside in rental accommodation
(12 per cent in the West Bank, 5.2 per cent in Gaza) (World Bank
2002b: Table 4). Rent controls, conversion restrictions, and existing
tax laws do not encourage an expansion of the supply of potential
rented accommodation.

In absorbing its immigrant flows since the 1990s, Israel provided
landlords with exemption from existing income tax on rental
income. There may also be scope in the Palestinian case for changes
in tax rates, the provision of tax credits, or an expansion of invest-
ment amounts eligible for tax deductibility, so as to encourage the
renting of existing vacant units, conversions, or investment in con-
struction for rental purposes. However, such initiatives would also
require suitable reforms of existing rent control laws inherited from
Jordan and Egypt.

An enlarged rental market would provide a larger array of initial
housing choices for returnees, and mightlessen or spread out some of
the initial demand for housing purchase. However, a strong social bias
in favour of privately owned accommodation is likely to continue.

LESSON TEN: HOUSING FINANCE INITIATIVES
ARE A CRITICAL ELEMENT OF ANY REFUGEE
ABSORPTION STRATEGY

The third basket of required initiatives relates to the housing finance
sector. At present, there is essentially no mortgage lending system in
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the WBG. Instead, putrchasers typically use existing savings, family
borrowing, remittances, land-swaps, and lease-to-own arrangements
with developers. Developers have access to some commercial
financing, but this is typically short term. As a result, it is common for
developers to await initial sales or leases before completing or
extending construction projects. Moreover, the absence of larger
and longer-term commercial finance means that most developers
operate on a relatively small scale.

Further development of the mortgage system being putin place in
conjunction with the Palestine Mortgage and Housing Corporation
(PMHC) would represent a substantial step towards the establish-
ment of housing finance mechanisms that would facilitate housing
solutions for returnees. While the current PMHC programme envis-
ages mostloans atlevels of $30,000 or more, the programme has also
conceptualized a lending window for smaller loans. A micro-finance
component could further be added to support owner investments in
housing expansion or upgrade, a particularly important consider-
ation given the frequency with which extended families are accom-
modated within expanded housing, or additional units are built on to
existing family plots.

Such a programme would be self-financing, and would include
little or no subsidy component. However, it could be combined with
a voucher scheme for low-income Palestinian and/or involuntary
returnees that allows a buy-down in mortgage rates. Such a scheme of
subsidized mortgages — a key element in Israel’s immigrant absorp-
tion strategy — clearly would require the prior establishment of an
effective mortgage system, as well as the establishment of the admin-
istrative structures required to determine eligibility, issue vouchers,
and monitor the programme.

LESSON ELEVEN: COSTS ARE HIGH AND DONOR
RESOURCES ARE LIMITED

Itis important to note that the costs of even a relatively modest pro-
gramme for supporting refugee absorption are high, and indeed well
beyond the likely levels of donor support.
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Table 6.1: Costs of sample refugee absorption programme

Programme Cost
Modest support for moving and travel costs for $75.0 million
returnees ($150/person)

Repatriation information/drop in centres (32 in diaspora $27.0 million
refugee camps, 13 in Palestinian cities, operating

for three years)

Infrastructure costs associated with the provision of $985.5 million

modestly priced serviced sites for residential construction

on public land, complete with road access, water and

sewage connections, and local health and education

infrastructure. (Excludes public income from sale of plots.)

Incentive grants to municipalities designed to upgrade $492.75 million
general community infrastructure and encourage the

absorption of returnees, equivalent to an additional

50% of infrastructure costs above

Housing finance supportt for 33% of returnees (and a $504.04 million
similar number of low-income existing residents),

equivalent to 20% of residential construction costs

Transitional budget support for increased recurrent $270 million
health and education costs associated with returnees,

phased out over five years

Modest improvements in social and public infrastructure  $257.53 million
refugee camps (utilities, roads and paths, improved

access, health and education facilities)

Modest housing improvements in refugee camps $3,039.4 million
(relocation and housing of 20% of inhabitants). (Excludes

income from sale or rental of upgraded housing.)

Transitional budget support for former UNRWA $475.6 million
programmes transferred to the Palestinian state,

phased out over five years
Annual cost $612.68 million

Total cost (for ten-year programme) $6,126.82 million

Table 6.1 offers rough estimates of the costs that might be associ-
ated with a ten-year programme to address the needs of 500,000
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returnees to a Palestinian state, together with the needs of 650,000
camp residents in the WBG. These elements alone total $613 million
per year, or $§6.1 billion over the ten years of the initiative — an
amount at the upper end of (and probably significantly beyond) the
likely generosity of international donors. Moreover, these costs do
not include support for refugee-related development efforts in
Jordan or Syria, nor transitional support to Jordan or Syria for the
costs of assuming former United Nations Relief and Works Agency
(UNRWA) services, nor any costs associated with refugee return to
Israel or refugee resettlement in third countries. They do notinclude
income foregone by the Palestinian state due to tax incentives or the
sale of public land at below-market rates. They also do not factor in
an average population growth rate among refugees of 2.5 per cent
pet year, which could inflate costs further if peace is delayed.

LESSON TWELVE: REFUGEE COMPENSATION IS A
KEY PART OF THE ABSORPTION PROCESS

Given the limited financial resoutces of a future Palestinian state and
the finite availability of donor resources, refugee compensation pay-
ments may well represent the single largest source of investment in
the living conditions and opportunities of refugee households.
Much depends, of coutse, on how much compensation would be
paid. At the time of the Taba negotiations, Israeli officials seem to
envisage an Israeli contribution in the low single-digit billions, while
Palestinian claims could easily top the one hundred billion dollar
mark. If one assumes compensation in the $5-20 billion range, this
still exceeds annual donor contributions to refugee absorption (over
ten years) by around 10 to 40-fold.

Much also depends on the modalities of compensation. The rapid
payment of significant individual compensation (whether in whole
or in part) would provide refugees with resources that they will then
be able to use according to their own family priorities, whether to
relocate, improve existing housing and living conditions, save, or
invest. At a state level, the availability of significant amounts of col-
lective refugee compensation would help address the costs of public
infrastructure investment, and cushion the burden associated with
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any eventual assumption of former UNRWA services by Palestine
and host governments.

One method of assuring that refugees receive compensation pay-
ments in a timely enough manner to use them to support repatriation is
to pay the bulk of these amounts through a fast-tracked system of
per capita payments, in which refugee status entitles refugees to
payments regardless of specific personal or family losses in 1948.
Individuals with large losses over a certain level could then file claims for
additional compensation, which would require evidence, adjudication,
and identification of eligible heirs. Such a system would see most
refugees receive their compensation much more quickly than would be
the case if all refugees had to file specific claims for specific losses.
Assuming that finite resoutces are available, such a system could also be
designed to be progressive in its allocation of compensation, so that
small-property owners receive proportionally more and large landown-
ers proportionallyless than would be the case under alosses- and claims-
based system. Finally, a status-based per capita system does not suffer
the gender inequities that are likely to result from a claim-based system
in which payments would be made disproportionately to male heirs. At
Taba in January 2001, the parties seemed to be moving towards accep-
tance of such a status-based fast-tracked per capita system (Eldar 2002).

Itis importantalso to note that most or all compensation ought to
be paid in cash, rather than through more complex systems of
vouchers, entitlements, and/or community benefits. Compared to
other more directive (and likely, more bureaucratic) processes, cash
payments contribute to refugee choice and empowerment by maxi-
mizing flexibility, allowing individual refugees and families to decide
how their welfare might best be improved. Households are likely to
use the funds well — whether for immediate consumption, human
capital, or longer-term housing and durable capital improvements —
and such payments do not necessatily catry the danger of unproduct-
ive use. However, it is important that attention also be directed by
both donors and the Palestinian state to enable refugees to use
compensation funds most effectively, through increasing the capac-
ity of the financial services sector, supporting infrastructure devel-
opments for housing, assuring adequate opportunities for human
capital investments through higher education, creating a positive
environment for investment, and similar developmental measures.
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CONCLUSION

Much remains to be done in thinking about, and planning for,
refugee repatriation in the West Bank and Gaza. However, among
much of the work that has been done there has been substantial
agreement that repatriation programmes should not create perverse
migration incentives, that key decisions should remain in the hands
of individual refugee households, that there are limits to what can be
done given limited resources, and that any refugee compensation
scheme will have profound repercussions for absorption, migration,
and development. It is also clear that Palestinian absorption policies
cannot be treated in isolation, but must be well integrated into the
broader development strategies of the future state.

There is also much additional analytical work that still needs to be
done. Atthe time of writing, the prospects for the peace process, and
eventual final status negotiations, are uncertain. But despite that,
there remains considerable value in continuing to explore #ow how
best to meet the future challenges of a Palestinian state.
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CHAPTER7

Planning in support of negotiations:
The refugee issue

Kbhalil Nijem, Ministry of Planning, Palestinian National Authority

INTRODUCTION

Since its establishment in 1994, the Ministry of Planning (MOP) of
the Palestinian National Authority (PNA) has been engaged in the for-
mulation of various plans that have been used to guide the PNA, the
private sector and civil society in meeting the challenges of Palestinian
development. Forecasting future population levels in the West Bank
and Gaza (WBG) is an integral part of planning, The increasing pop-
ulation, resulting from a combination of high natural growth and the
anticipated influx of returnees, poses a challenge to development on
all levels and across all sectors. In this respect, the refugee issue is one
of the major challenging uncertainties facing Palestinian politicians
and planners alike and shall continue to be so until it is resolved
during final status negotiations between the Palestinian Liberation
Organization (PLO) and the Israeli Government.

The PNA is anticipating that negotiations will include a discussion
of Israeli responsibility for the creation of the refugee issue; recog-
nition of the principle of the refugees’ right of return; and mutual
agreement on how the refugee issue will be resolved. During the last
round of final status negotiations in Taba in January 2001, five
options for refugee return and repatriation were discussed: (1) return
to Israel; (2) settlement in a Palestinian state; (3) settlement in a
host (Arab) country in which the refugees currently reside; (4) re-
settlement to a third country; and (5) settlement in ‘swapped’ lands
that were formerly part of Israel. Compensation is also expected to
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be an integral part of the package offered to Palestinian refugees for
lost land, homes, and livelihoods, as well as to account for the
suffering they have experienced over the years. This compensation
could be designed at an individual or group/state level, or a combin-
ation of both.

Based on these options, the planning tasks facing Palestinian plan-
ners as related to the refugee issue are three-fold: planning for
absorption within a future Palestinian state, planning the future of
the refugee camps and addressing the future of the United Nations
Relief and Works Agency (UNRWA) after a peace agreement (the
latter being a dimension not dealt with in this chapter). These issues,
as well as the question of refugee compensation, highlight the need
to integrate development planning and state building in a variety
of ways, including land use, the development of infrastructure,
housing, social services and job creation, poverty alleviation and
economic recovery and development.

In addition to its linkages with future development planning and
compensation, absorption is linked to other final status issues such as
watet, borders and Israeli colonies. It is necessary to address key
questions such as: What amounts of land and water resources might
be needed or available for use by returnees? What will happen to
evacuated colonies and to what extent can these areas and infrastruc-
ture be used to accommodate future needs and can they be utilized in
ot facilitate the absorption process?

Likewise, the refugee issue is also linked to future regional rela-
tions (especially regional economic cooperation and the issue of
citizenship) and, less directly, to the question of Jerusalem (notably
physical land use planning and urban infrastructure development
around the future Palestinian capital).

REGIONAL PLANS IN PALESTINE 1998-2010,/2015:
BASES FOR ABSORPTION PLANNING

In 1996-1997, a major task of MOP was to prepare “first generation’
spatial plans for the Gaza and West Bank Governorates, namely, the
Gaza Regional Plan and the West Bank Regional Plan, which pro-
vided a basis for further planning within sectors as well as planning
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on regional/governorate and local levels. These plans were based on
population growth predictions and distribution models and scen-
arios that took into consideration the inherent uncertainty in fore-
casting the future population of the West Bank and Gaza Strip. In
both plans, the working assumption was that the Palestinians would
return in great numbers immediately after the Palestinian State is
established. Some assumptions about the number and the demo-
graphic structure of returning Palestinians were made. For planning
purposes, it was assumed that by the year 2010 about 450,000
Palestinian immigrants would settle in the West Bank and about
260,000 would settle in the Gaza Strip. Their migration, it was
assumed, would begin in 2005, ata rate of about 100,000 per year. As
a result, immigrants/returnees would represent approximately one
third of the total population increase by the year 2015.

These assumptions were deemed necessary in order to establish
strategies for future spatial planning and development such as urban
and rural development strategies, and sectoral development strat-
egies including transportation, water and wastewatet, solid waste,
industry, agriculture, public services, housing and toutism.
According to these plans, future population growth (including a large
influx of returnees), their impact on land, and their potential to
enhance the West Bank and Gaza settlement systems, economic
growth, and the distribution of services have been incorporated in
the delineation of developing areas and land use priorities, and in
defining future spatial development patterns.

However, these assumptions could be challenged since it may take
time for the new state to develop the needed capacity in order to
accommodate the returnees. Furthermore, the living conditions in
the newly established State may not compare favourably with places
where many refugees now live. The challenge facing Palestinian plan-
ners is how to attract Palestinians in the diaspora to immigrate to the
West Bank and Gaza, and to assess the possible impact of these
immigrants on Palestinian society. While the main premise of the
above mentioned plans remains valid in the overall sense, there is a
need for more detailed and clearly defined development targets
which, once implemented, will eventually lead to the tealization of
the goals and objectives of these plans. Stated differently, the
dynamic and changing situation on the ground requires a clearly
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defined vision for the Palestinian future. Should there be movement
from an ‘interim arrangement’ toward ‘final’ status, it is imperative
that the PNA, together with the private sector and Palestinian civil
society, strive toward a more articulated vision and strategy that take
into account such a situation.

Moreover, an influx of more than 100,000 people per year to the
West Bank and Gaza, as indicated in the Regional Plans, would rep-
resent both an opportunity and a challenge to Palestinian society. In
order to avoid problems and to make the absorption and integration
as smooth as possible, there is a need for further analyses related to
the number of Palestinians that would be living in the West Bank and
Gaza in 10-15 years; where they would settle; when they would
move; how they would relocate; and how much money their move
and resettlement would cost.

Similarly, more detailed analyses are needed to address the future
status of the existing refugee camps and to investigate options for
their integration within the Palestinian spatial system, once an agree-
ment concerning the refugees is concluded.

In consequence, MOP has identified further planning tasks based
on the Regional Plans, namely, the Physical Planning Initiatives
(PPIs), that aim at developing national policies, strategies and pro-
grammes around two areas (among others): first, the receiving and
absorption of Palestinian immigrants/returnees in the new
Palestinian state and second, the urban regeneration of refugee
camps and their integration in the Palestinian urban fabric.

PLANNING FOR THE ABSORPTION OF
PALESTINIAN IMMIGRANTS/RETURNEES INTO
THE PALESTINIAN STATE

Immigration is one of the most complex and least predictable com-
ponents that will determine demographic change in the West Bank and
Gaza. In the Palestinian context, immigration is considered to be part
of the ‘state-building’ process. It is also one of the key factors in sta-
bilizing and consolidating a durable peace in the Middle East. The pro-
posed PPI concerning potential Palestinian immigrants/returnees
aims at developing national policies, strategies and programmes for
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absorbing potential Palestinian immigrants/returnees in a way that
considers the well-being of the individual as well as the benefit to
Palestinian society. In general, it is anticipated that the analyses and
plans would serve two purposes: first, they would provide input into
future planning activities on the national and sectoral levels; second,
they would provide additional information and support to the bilateral
negotiations and in the formulation of Palestinian negotiating pos-
itions. Hence, the wotk of this PPI is dependent on and linked to the
negotiation process and relies on ongoing political input and feedback
from negotiating bodies.

There are several issues that absorption planning must address.
First and foremost, it must determine the ‘push and pull’ forces that
would influence the migration of diaspora Palestinians to the
Palestinian state. These forces could be political (the nature of a final
status agreement and the policies of the host countries), social, eco-
nomic, or cultural, or they could be related to individual preferences
and kinship ties. The major push or pull force, however, is likely to be
economic.

Itis therefore essential to try to estimate the number and profile of
possible immigrants based on a comparison of socio-economic
levels between the West Bank and Gaza and the refugees’ respective
countries of residence. Many families will compare the relative
degree of economic opportunity in the Palestinian State with their
current country of residence in deciding where to reside. To a signif-
icant extent, market mechanisms such as unemployment rates and
prices levels in the West Bank and Gaza may act as a natural regulator
of the population movement. The analyses and plans should be
based on the assumption that the immigration should be voluntary
and based on the free choice of refugees/returnees. The number of
immigrants and the pace of voluntary immigration will depend
largely on the capacity of the newly established Palestinian State to
accommodate them.

Hence, an absorption plan mustassess the associated needs for ser-
vices, housing, and employment opportunities in the West Bank and
Gaza. The State will need to be involved in providing infrastructure
and opportunities, particulatly for the vulnerable, low-income, and
low-skilled Palestinians who may have been pushed from their coun-
try of refuge. At the same time, however, plans for the absorption of
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new arrivals must be developed as part of broader development plans
for residents and immigrants alike, so as to smooth out inequities and
minimize any social friction that might otherwise occur if one group
is seen as receiving special benefits. Palestinians moving to the West
Bank and Gaza should be seen as an asset, rather than as a burden.
They can offer a valuable source of human capital.

The absorption plan for the new Palestinian State should be based
on a determination of the absorption constraints of the West Bank
and Gaza as well as the potential and availability of (public and
private) land, accessibility of natural and economic resources, and
institutional requirements (such as schools, medical facilities,
and other infrastructures, as well as appropriate legal and regulatory
frameworks and fiscal policies). In drawing up its absorption plans,
the PNA will rely on vatious potential scenatios regarding the size of
yearly immigration, and will develop estimates of required infra-
structure, housing units, public services and potential for employ-
ment. The absorption plan will identify financial needs for the new
immigrants as well as possibilities for financing, whether from out-
side sources, domestically, or by returnees themselves. The amount
of compensation payments received by refugees will also have sub-
stantial effect on the level of resources available.

It would be useful to undertake comparative analysis of past
Palestinian absorption experiences, and to draw lessons from these
experiences that might be applicable to a future absorption process
by the Palestinian State. They could include the return of a large
number of Palestinians after the 1991 Gulf War, and the experience
of returnees after the establishment of the PNA in 1994. In addition
to examining past experience in Palestinian absorption for possible
lessons and models, it would also be useful to investigate the experi-
ences of other countries in immigrant absorption.

Absorption of Palestinian immigrants/returnees in WBG entails
developing intervention measures that offer attractive and secure
‘living conditions’ for the people, economically, socially, politically,
physically, and environmentally. Accordingly, a comprehensive
assessment of the absorption capacity of WBG would involve the
analyses of a set of complex and interrelated developmental, eco-
nomic, social, legal, institutional, political, and diplomatic/negoti-
ation factors. A series of interrelated studies and analyses are required.
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A first step in this process has been to assess the capacity to provide
adequate ‘residential space’ and, accordingly, identify and investigate
strategic policy options for resettling the immigrants/returnees. A set
of pilot studies was done in order to:

(1) Investigate different options for housing the immigrants/
returnees.

(2) Develop and test analytical tools that could be used to assess the
absorptive capacity of various types of locations. These could be
new towns, satellite communities, as well as in-filling of existing
urban areas.

(3) Investigate different land utilization options such as vertical
expansion (apartment buildings), hotizontal expansion, and
mixed growth, as well as to analyse different density options.

(4) Identify the magnitudes and relative weights of land prices,
housing construction costs, and related necessary public infra-
structure — all essential pieces of information required for
successful resettlement.

This work has been done in co-operation with the World Bank and
as part of a broader package of research on housing and infrastruc-
ture needs for refugees and displaced persons in the West Bank and
Gaza. The intention of the research was not to make concrete policy
recommendations but rather to gain a better understanding of the
technical issues that would need to be addressed at the time of the
implementation of a negotiated political agreement. It should be
noted that such planning work in no way undermines the legitimate
rights of the refugees. On the contrary, the achievement of refugee
rights has been and will remain a core Palestinian position in all final
status negotiations with Israel.

Various options for creating new living spaces for the immi-
grants/returnees were investigated. The analyses were focused on
determining the absorptive capacity of public and wagf' land in a
number of selected sites. The results, however, should be taken in an
‘illustrative’ manner. Despite the generality of the assumptions and
the simplification of the models used, the study still provides a rea-
sonable assessment of the absorption capacity of the selected sites,
as well as an indicative estimate of related land-utilization costs.
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DEVELOPING NEW TOWNS

One option that was investigated is to develop new towns. Pilot
planning studies were done for three selected locations: in the
Eastern Slopes north-east of the West Bank, in Latrun area, andinan
area south-east of Gaza Strip near the Airport. The selection of
these three sites for possible development of new towns was based
principally on their strategic importance within the overall urban
development strategies for West Bank and Gaza Governorates, the
land use plan proposed in the Regional Plans of 1998 for West Bank
and Gaza Governorates, and on the Emergency Natural Resources
Protection Plans of 1996 for West Bank and Gaza Governorates.
The final location of the sites and the delimitation of the area are
based on the availability of public lands and on land suitability
analysis.

As an example, Latrun area, which is about 20 kilometres west of
Jerusalem, has an area of 50 km? close to the Green Line and was the
site of three Palestinian villages destroyed in 1967, namely, Imwas,
Yalu, and Beit Nuba. The populations of these three villages took
refuge in the West Bank and Jordan. Itis expected that their numbers
now have more than doubled since 1967. Their refugee status, how-
ever, is not recognized. After the villages were demolished in June
1967, the lands were confiscated by Israel and declared a ‘closed
area’. The confiscated areas were later declared as ‘public’ land, on
which, in 1969, were established a recreation park (Canada Park) with
an area of 1,257 dunums?® and Mevo Horon colony with an area of
1,139 dunums and an estimated population of 500 persons’. The
selected site for the new town in this area is limited to the area of the
three villages inside the West Bank, namely, 13,307 dunums, exclud-
ing those areas that are in ‘No Man’s Land’ and within the Green
Line. It is assumed that the existing colony will eventually be evacu-
ated within the framework of a ‘Final Status Agreement’ and could
be utilized for absorption of immigrants and returnees. The analyses
show that the new town can accommodate about 67,000 people. Its
land retains high agricultural value. It also possesses many Christian
and Islamic historical sites. In fact, up until their demolition by the
Israeli army in June 1967, the three villages, whose history goes back
to biblical times, were prosperous. Reconstructing these villages
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and creating a new town out of them would have great historic and
cultural value. The selected area is located close to the Border
Industrial Estate proposed in the West Bank Regional Plan of 1998.
Its agricultural, touristic, and economic potential would render it
highly attractive for Palestinian immigrants/returnees. Also, the
reconstruction of these villages would encourage the return of its
original population in addition to accommodating other immi-
grants/returnees.

USING VACANT LAND AROUND URBAN AREAS

A second option that was investigated is to resettle Palestinian
immigrants/returnees on vacant public and wagf lands in and
around existing urban areas. Pilot studies were conducted in several
selected types of locations (large and small cities and satellite
communities) to study their absorption capacity. The pilot studies
also investigated whether expansion should take place ‘vertically’
(high-density housing) or ‘horizontally’ (low-density housing) and
whether this expansion should happen within urban areas, on the
outskirts, or a combination of both. In assessing the absorptive
capacity of the available lands within each of the study areas, the
following factors were taken into consideration: the provisions and
guidelines of the Regional Plans for West Bank and Gaza
Governorates; existing plan and zoning requirements in each loca-
tion; and the experiences of the Ministry of Housing (MOH) and the
Palestinian Housing Council (PHC) in the implementation of
affordable housing projects.

Nine regional or local centres/cities were selected for investiga-
tion. The selection of these areas conforms to the developmental
strategy proposed in the Regional Plans. Taking Jenin as an example
and according to the Regional Plan for 2010, the population would
surround the city of Jenin including Jenin camp in all directions
using public land that is currently vacant. According to the study,
such an expansion of residential space could accommodate some
29,000 persons in and around the city.
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URBAN UPGRADING/REGENERATION OF
REFUGEE CAMPS

The planning including refugee camps, on the other hand, is con-
cerned with upgrading and integrating the existing refugee camps
into the urban and rural structure of West Bank and Gaza after an
agreement is reached between the Palestinians and Israel. The
PPI aims at drafting a proposal for an urban regeneration plan of
refugee camps in WBG including the assessment and formulation of
policy/strategic options for this process. MOP’s ongoing work in
this area includes in-depth analysis of existing refugee camps, includ-
ing the typology of camps, types of land, quality of housing, vari-
ations in socio-economic status as well as analysing various scenarios
for the upgrading and integration of camps in order to develop
policies and programmes for their rehabilitation and integration.

FURTHER STEPS

There are a number of further studies that the PNA could undertake
to better understand and deal with residential issues. Fitst, it could
identify possible implementation modalities and conduct an assess-
ment of institutional and managerial capacities of the various public
and private institutions. It could also look at existing market mech-
anisms related to the housing sector, and the sources of any ineffi-
ciencies and market distortions that might cause bottlenecks in
housing construction.

Another study should develop potential financing mechanisms
and fiscal incentives (for example, offering low cost loans and mort-
gages). The PNA must develop a range of appropriate policy instru-
ments and regulations to facilitate both house construction and
housing purchase. It should also assess the capacity and involvement
of local authorities in the planning and implementation of absorp-
tion and refugee camp upgrading programmes and should consider
public-private partnerships. An assessment of the absorptive
capacity of the existing education, health and social services systems
is an essential ingredient to plan for a new immigrant population.
Future work should also include a social and political assessment
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of absorption. Finally the role of civil society organizations in the
absorption and refugee camps upgrading processes should be
examined.

CONCLUSION

In conclusion, the interests of the PNA in the process of absorption
and refugee camp urban upgrading are to develop implementation
mechanisms (reception, resettlement, integration, and community
acceptance) on national, regional and local levels, including physical,
social, economic and cultural aspects; to determine the required pol-
icies and policy tools, and their formulation and implementation; to
identify the institutional and administrative structures necessary to
facilitate absorption and urban upgrading; to decide on the informa-
tion and capabilities required to prepare and implement these
plans; and to determine the roles and involvement of different
stakeholders.



CHAPTERS8

Infrastructure scenarios for refugees and

displaced persons

Nick Krafft and Ann Elwan, World Bank, Washington DC, USA

INTRODUCTION

In the event of a political settlement to the Palestinian—Israeli con-
flict, some refugees and displaced Palestinians may choose to move
between the different countries as well as between particular locales;
and the development or rehabilitation of infrastructure and housing
to accommodate them could occur in a vatiety of forms. Some
refugee camps may eventually be abandoned; butit s likely that some
households in camps — particularly camps with more permanent
structures that are well-placed for employment and other purposes —
will, for a variety of reasons, choose to stay where they are. These
camps may be converted to proper municipal urban areas. New
extensions to villages, towns and cities, where there is already exten-
sive infrastructure and capacity in place may emerge; existing towns
and villages may intensify within their current boundaries; and the
possibility of building new towns has been raised.

This chapter summarizes findings from several studies on
refugees, carried out in two phases by the World Bank. The findings
summatized here are those related to infrastructure and housing;'
The Bank’s purpose, in carrying out this analysis, was not to make
recommendations, but to gain a better understanding of the techn-
ical issues that would need to be addressed as agreed solutions to the
refugees issue are implemented; and to examine the likely costs of
different proposals to inform the discussion on what is feasible and
over what time frame.
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The analysis recognizes that population movements and the
upgrading or development of housing and infrastructure related to a
political settlement are unlikely to take place as one large centrally
planned exercise. It also recognizes that the developmental chal-
lenges of absorption are most easily dealt with if population move-
ments are voluntary and not bureaucratized. In the absence of ‘push’
factors, relocation decisions will be based, in large part, on economic
opportunities in, for example, the West Bank and Gaza as compared
to present host countries. Many of the measures necessary to accom-
modate refugee or displaced households are also needed to improve
living conditions for existing populations and better accommodate
future growth. In the West Bank and Gaza, for example, there are
deficiencies in infrastructure and constraints in the housing market
that need to be addressed. In seeking to answer questions about how
the accommodation can take place and how much it will cost, the
Bank has drawn on its experience in upgrading camps and informal
housing areas and developing new residential areas — experience
which is very much in line with the measures that might be needed to
accommodate some refugee/displaced households.

This paper summarizes findings from three internal reports in
particular:

(A) The Phase I report Infrastructure and Honsing Costs: Technical Note,
June 2000;

(B) The Phase Il report 7he.Absorption of Refugees in the West Bank and
Gaza: Potential for Housing Accommodation on Public Land in Selected
Study Areas, September 2002; and

(C) The Phase 11 report Housing Finance for Returnees: Issues and Policy
Options, March 2002.

For ease of reference, these ate referred to as Reports (A), (B), and
(C) in the rest of this papet. In the first phase of the studies, analysis
was carried out on the need for, and costs of, upgrading typical pub-
lic infrastructure (roads, water, sanitation, and electricity networks,
etc.); social infrastructure (schools, health centres, and community
centres), and private infrastructure (housing and on-plot infrastruc-
ture) in refugee camps and other areas with refugee concentrations
(including de-densification where existing camps were heavily over-
crowded), and for constructing new housing accommodation, both
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in extensions to built-up areas as well as new urban areas. Report (A)
describes the framework for gauging the infrastructure requirements
for a range of ‘options’, and estimating their costs, expressed in
average per capita terms. The cost estimates were for on-site infra-
structure only, and were not area-specific, allowing elements to be
selected from the various options and to be applied in different
locations/counttries.

The second phase, #nter alia, looked at the potential for accommo-
dating significant movement of refugees between countries, building
on the Phase I work by looking at some potential typical sites in West
Bank/Gaza, and providing more detailed cost estimates. The
‘absorption study’ involved analyses by consultants, co-ordinated by
the Ministry of Planning and International Cooperation (MOPIC) on
the potential for, and costs of, rapid residential development on
public land in several specific, but illustrative, study locations in the
West Bank and Gaza. Three consultants’ studies provided the analysis:

Nijem, Khalil, Absorption Capacity in the West Bank and Gaza
Governorates: Public and Waqf” Land, September 2001,

Asa’d, Abdel Karim, and Anan Jayyousi, Water and Wastewater Sector
Investment for Refugees, June 2001; and

Zeidan, Khaled, Estimating the Roadway Costs Associated with
Absorbing Palestinian Returnees to the West Bank and Gaza, September
2001.

Report (B) is a synthesis of the findings of these three studies on
availability of public land, and the estimated needs and costs of crit-
ical off-site infrastructure (water, wastewater and transportation,
that is the more binding constraints) for accommodating returnees
on public land in the West Bank and Gaza. It complements the Phase I
work, which was limited to estimating on-site costs and was not site
specific. Again, the logic applied could be extended to other geo-
graphical areas.

In recognition of the extremely high costs of constructing or
rehabilitating housing, and with no presumption that all costs could
or should be borne by donors or any other particular source, the
housing finance study carried out in Phase II looked at financing
options, taking existing housing market conditions and ongoing or
planned policy reforms into account. Report (C) summarizes the
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study, which was based on consultant and World Bank staff experi-
ence in the West Bank and Gaza and existing literature. The focus
was on housing finance and housing market conditions in the West
Bank and Gaza, although many of the findings are largely applicable
in other host counttries.

ON-SITE INFRASTRUCTURE AND HOUSING COSTS

Background

Palestinian refugees and displaced people are spread across Jordan,
the West Bank and Gaza, Lebanon, Syria, and elsewhere. Neatly one
third of the registered refugees —about 1.3 million people —live in 59
recognized UNRWA refugee camps in Jordan, Lebanon, Syria, the
West Bank and Gaza; and a significant number live in informal set-
tlements near camps.’ Camps range from those where there is only
an old rudimentary water reticulation system, no piped sewerage,
unpaved roads and footpaths, and no surface drainage system, to
those with water, sewerage and drainage systems, and paved and
drained roads and footpaths.

Table 8.1: Distribution of registered refugee population
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No % No. %

Jotrdan 1,679,623  42.2 293,215 (18) 232 1,386,408 51.1
Lebanon 387,043 9.7 217,211 (56) 17.2 169,832 6.3
Syria 401,185  10.1 115,863 (29) 9.2 285,322 10.5
West Bank 626,532  15.8 168,507 (27) 13.3 458,025 16.9
Gaza Strip 878,977 221 468,071 (53) 371 410,906 15.2
Total 3,973,360 100 1,262,867 (32) 100 2,710,493 100

Sonrce: UNRWA figures for June 2002.
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Development options

The Phase I work looked at the requirements for (a) upgrading
‘typical’ refugee camps, including converting them to proper
municipal standards, on the basis that some refugees will probably
choose to stay where they are, particulatly if the areas are upgraded,
and (b) new extensions to existing villages and urban areas, where
there is already extensive infrastructure and capacity in place, as well
as (¢) building new urban areas. It presented a framework for
analysing various forms of upgrading or new development and esti-
mating their costs. The forms analysed are referred to as ‘options’,
although it should be understood that any or all of them could
occur. Costs have been estimated for a number of upgrading
options, ranging from minimal upgrading to full upgrading and/or
redevelopment, as well as the development of completely new
communities. The options analysed in Phase I are summarized below
and in Table 7.2.*

Option 1: camp upgrading

Many camps are characterized by ovet-crowding, inadequate
services and inadequate access to plots. A minimum level of
upgrading within the existing camp form and layout has been
carried out in some camps, and this level is included as Type 1 — the
minimum type of upgrading in this study — involving the installation
or rehabilitation of water, sewerage and drainage systems; propetly
paved roads and footpaths; street lighting; and telephone networks —
but leaving road and footpath locations and widths and plot
layouts unchanged. Camps upgraded to this minimum level gen-
erally do not meet municipal standards for road widths and access,
plot setbacks and so on, and many plots remain overcrowded. In the
six additional Types — 2 to 7 (see Table 7.2) — the objective was to
retain existing infrastructure and superstructure to the extent pos-
sible, in order to minimize both public and private costs, and to
maintain the social cohesion of the site; but also to improve access,
allow additional services and facilities, and decrease density in
some extremely crowded camps. Types 2 and 3 maintain the
general plot layout and involve some plot amalgamation and de-
densification. Where plot layouts cannot be maintained, Types 4 to 7
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define a ‘re-development’ approach, with parts or all of the camp
structures being demolished and re-created to municipality
standards. Types 2 to 6 all involve some demolition, and the costs of
permanent resettlement of the affected households in an ‘urban
expansion’ area (Option 3) are included in the upgrading cost
estimates.

Option 2: upgrading in informal areas outside camps

This type of upgrading of informal areas is based on the recent expe-
rience of the Community Infrastructure Program (CIP) in Jordan. It
involves little change in population density.

Option 3: urban expansion areas for resettlement/ veturnees

This option looks at resettling households around existing towns and
cities where there is already infrastructure and capacity. Two modules
were designed, one focusing on individual plots, and the other on
apartments, although in practice, a combination of the two may
evolve. These will allow a variety of urban structures, plot sizes and
configurations, and varying building forms for housing and small-
scale commercial use.

Option 4: new communities

Under this option, resettlement is assumed to take place away from
existing habitations, that is, in new towns, requiring more extensive
infrastructure, including municipal capacity, municipal buildings,
and connector roads to other towns, etc. Costs for new free-standing
communities were based on accommodating people in a number
of modules, similar to those in Option 3—50,000 and 250,000 people
for a new town and a new city, respectively, and on typical land
use and infrastructure costs. The analysis is limited to outlining
the infrastructure, housing and land requirements and costs of a
hypothetical new town; it does not review the issues and significant
risks associated with the economic and social viability of a new
community.
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Table 8.2: Options for upgrading or new development of housing and infrastructure
Jor refugees and displaced pegple

Option

Summary description

I Camp upgrading

Type 1
Type 2
Type 3
Type 4

Type 5
Type 6

Type 7

Utilities and road and footpath paving. No changes in plot
boundaties or structures, except to accommodate the utilities.
Utilities and road and footpath paving. Improved access.
Relocation of around 20% of inhabitants.

Utilities, road and footpath paving. Improved access,
re-blocking and relocation of around 50% of inhabitants.
Partial redevelopment (utilities, roads and plots to
municipal standard). High density.

Full redevelopment to municipal standards. High density.
Partial redevelopment (utilities, roads and plots to
municipal standard). Low density.

Full redevelopment to municipal standards. Low density.

IT Informal area upgrading

Utilities, road and footpath paving. Improved access.
Minor relocation.

IIT Urban expansion

Module A

Module B

A 30-hectare development scheme, focusing on individual
plots with playgrounds, social facilities, community facilities,
and commercial plots, designed to be adjacent to an existing
village or small rural town. The module accommodates
about 12,500 people with a density of about 400 p,/ha
initially, but with intensification over time, close to 19,000
people can be accommodated at a density of about 630 p/ha.
A 30-hectare development scheme, focusing on apartment
buildings, with amenities as in Module A above, designed
to be adjacent to an existing larger town or city. The mod-
ule accommodates about 20,000 people, at a density of
about 670 p/ha.

IV New communities

New town

New city

Scheme designed for 50,000 people, land requirement of
240 hectares.

Scheme designed for 250,000 people; includes amenities
such as tertiary education, potential for research or other
industry-focus; land requirement of at least 1200 hectares.
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Relocation because of demolition

All the types of upgrading and redevelopment under Option 1
(except Type 1) involve some demolition. In some cases demolition
is only required in order to upgrade infrastructure to higher stand-
ards (i.e., mote or wider roads) or to combine plots to more accept-
able standards and to decrease density; in others demolition is
required for redevelopment. Where these types involve demolition,
they also involve relocating families. Some of this relocation is tem-
porary, in order to accommodate the work on site; however, where
the upgrading or redevelopment results in alower population density
on site, then the relocation is permanent. The issues of land tenure
and compensation for demolition and their effect on beneficiaries
are major considerations.” In this analysis, for the purposes of esti-
mating the full costs of the options, it is assumed that families to be
permanently relocated would be resettled elsewhere, as per the
‘urban expansion’ modules desctibed below. The costs of permanent
relocation (for housing, land, public and social infrastructure at the
resettlement site) are included in the total costs of the upgrading,

Cost estimates

Public and soctal infrastructure

Any of the options are likely to involve the basic elements of public
infrastructure, social infrastructure (schools, health centres and com-
munity facilities), housing, and land. The costs of public and social
infrastructure for these options are based on conditions in existing
camps and sites, and on recent construction and upgrading contracts,
but are not area specific. They are expressed in US dollars per 1,000
refugees and are indicative of costs on an average basis. Before finaliz-
ing any future plan, detailed site-specific appraisals would be requited.

Public infrastructure

The estimated infrastructure costs in this phase of the analysis are for
on-site construction of the infrastructure (roads and footpaths, water
and sewerage, drainage, power, and telephone lines) needed to
upgrade existing camps and informal settlements. Estimates are based
largely on observed construction costs in Jordan. Construction costs



140 - Palestinian Refugees

vary significantly, depending, #nter alia, on topography and soil type,
and contracting market conditions. For upgrading works, they also
vary according to road widths and housing density. Cost estimates in
Table 7.3 are capital costs of utility infrastructure only; they do not
include off-site works.”

Social infrastructure (schools, community centres and health centres)

The working assumption is that the existing built social infrastruc-
ture in camps will remain unchanged because the resulting lower
population densities will reduce current overcrowding in the various
facilities. The costs of social infrastructure for the appropriate
number of ‘relocatees’ (that is those relocated from camps) are esti-
mated according to the assumptions for the new urban expansion
areas, which in turn are based on public planning criteria.

Several simplifying assumptions have been made regarding fac-
tors such as household size, residential densities and infrastructure
requirements. As and when more specific information becomes
available, more detailed costs can be estimated. Several issues have
not been addressed, for example costs of public transport and other
amenities, nor have any operation and maintenance costs been
included. It is important to note that the estimated costs outlined in
Tables 7.3 and 7.4 do not include any contingency allowance, and
that they pertain to a period prior to the recent period of political and
economic deterioration.

The seven types of upgrading/redevelopment were defined on
the basis of observed layouts and existing plot sizes, housing struc-
tures, infrastructure networks, and land availability, and based on
conditions in camps in the West Bank, Gaza, and Jordan. However,
only a few camp layouts and structures have been reviewed in detail;
more in-depth study would be needed to determine whether there
are other ‘typologies’ that would produce significantly different
results. Although the types are based on observations of specific
camps, they are ‘generic’, and their relevance depends on current or
‘starting levels’, not particular locations. The cost estimates in
Table 7.3 are based largely on costs observed in Jordan. Construction
costs (for infrastructure and building) are higher in the West Bank
and Gaza; indices are estimated at 1.5 for the West Bank, and 1.35 for
Gaza. These estimates can be used as building blocks to estimate the
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costs of various scenarios. Similarly, indices could be developed for
other geographic areas to estimate costs elsewhere.

Housing and land

Housing

In recognition of the inadequacy of much of the housing currently
occupied by refugees and displaced persons, the costs of building new
units or upgrading existing housing were estimated. However, the inclu-
sion of housing and land in the cost analysis should not be taken as an
endorsement of full-scale public construction of housing, which would
not be feasible for several reasons — including equity considerations, as
well as the extremely high costs.® Nor does this papet assume thatdonots
or others would be willing or able to pay for housing construction.

For the purposes of this analysis, cost estimates for new housing
(i.e., for Options 3 and 4, and for redeveloped areas within camps)
were based on 120 square metres of built accommodation per
household. A modest house of this size, typical of housing in the
region, was estimated to cost (without finishings) in the order of
$41,400 in the West Bank, $37,260 in Gaza, and $27,600 in Jordan.’
In the camps, much of the existing housing is sub-standard, and
needs to be expanded, modified, or re-built in some way to comply
with safety and other regulations. The cost is roughly estimated at
about 65 per cent of that for new housing cost, resultingin a range of
$18,000 to $27,000 per house, depending on the location.

Land

Much of the land on which refugee camps are built is owned pri-
vately and land tenure arrangements need to be clarified in order for
residents to be assured of retaining the value of substantial improve-
ments. This is a major issue that will need to be addressed. Land
values vary greatly in the study region; at one end of the range are
urban sites with commercial value and sites near the Mediterranean in
Gaza; at the other end are remote rural sites. In the absence of com-
prehensive information on land ownership and prices by area, land
costs estimates in this paper are only indicative. Indicative camp land
costs for upgrading range from as low as $200,000 per 1,000 people
(using a low land cost, minimum level of upgrading, and no change



Table 8.3: Estimated costs (US§ per 1,000 people) for on-site public and social infrastructure®

Public infrastructure Social Total
infrastructure

Option Remainees Relocatees Total Remainees Relocatees Total
1 Camp upgrading
Type 1 156,847 156,847 156,847 156,847
Type 2 195,342 35,169 230,511 52,416 195,342 87,585 282,927
Type 3 144,869 93,787 238,656 139,778 144,869 233,565 378,434
Type 4 130,118 63,307 193,425 94,350 130,118 157,657 287,775
Type 5 86,735 84,409 171,144 125,800 86,735 210,209 296,944
Type 6 309,805 309,805 309,805 309,805
Type 7 172,094 172,094 172,094 172,094
2 Informal area upgrading 175,050 175,050 103,916 278,966 278,966
3 Urban expansion
Module A 168,817 251,600 420,417 420,417
Module B 77,213 239,683 316,896 316,896
4 New communities
New town 205,026 313,624 518,650
New city 205,026 376,349 581,375

Notes:  * ‘Social infrastructure’ here refers to schools, health facilities and community centres.

Construction costs are higher in the West Bank and Gaza. Indices for these locations are estimated at 1.5 and 1.35; the index for both Syria and Lebanon is estimated
atabout 0.85. Figures in Table 7.3 do notinclude any contingencies. The figures for all the upgrading forms, except Type 1, include the costs of relocation. Relocation
costs per thousand ‘relocatees’ are based on the costs per person of urban expansion, module A. Figures are as in Report (A) Table 6.1, except that no costs of bulk

water for new communities are included here.
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in camp densities) to as high as $1.2 million per 1,000 people. Prices
for urban development sites also vary greatly, and there is little his-
tory of large-scale land transactions for urban development. The
land costs per thousand people would be in the order of $720,000 for
Option 3 Module A, and $450,000 for Module B (which accommo-
dates more people in the same area). Option 4 assumes a large remote
site, where land values may be in the order of $2 to $5 per squate
metre. Taking the upper end of this range gives land costs in the
order of $240,000 per thousand. Cost estimates for the various
options can be refined further as specific sites are considered.

Indicative costs for housing and land are given in Table 7.4. Housing
construction costs are very large relative to on-site infrastructure costs.
From Tables 7.3 and 7.4, it can be seen that the ratio is generally higher
than ten to one for both upgrading and urban expansion.

Report (A) provides a framework for discussions of options and
broad ‘order of magnitude’ costs. The framework is capable of addi-
tional calibration as and when more detailed information becomes
available, and can be used for further development as opportunities
emerge. The figures and assumptions need to be used with discre-
tion, bearing in mind their faitly severe limitations.

Aggregate costs

The costs in Tables 7.3 and 7.4 are additive — the total cost of, for
example, upgrading a camp, or developing a new urban expansion
module, would include the costs of the public infrastructure, the
social infrastructure, and the land and housing costs, as appropriate.
Using Tables 7.3 and 7.4, cost estimates for various scenarios can be
broadened to allow ‘order of magnitude” housing and land costs to
be added to the public and social infrastructure costs.

LAND AVAILABILITY AND OFF-SITE
INFRASTRUCTURE COSTS IN THE
WEST BANK AND GAZA

Background

The Phase 11 analysis looked at the potential for, and costs of, accom-
modating some returnees on public land in the West Bank and Gaza



144 - Palestinian Refugees

Table 8.4: Indicative costs (US§ million, per thousand population), for housing and land

Option Housing (a) Land Total
» ® [N :U: Y
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1 Camp upgrading (d)
Type 1 2.52 252 040 020 0.80 292
Type 2 2.00 0.80 280 054 035 094 3.34
Type 3 112 215 327 079 059 119 4406
Type 4 199 145 344 052 039 077 3.96
Type 5 193 193 386 054 045 0.75 440
Type 6 3.11 311 060 030 119 3.71
Type7 3.86 386 040 020 0.79 4.26
2 Informal area upgrading
3 Urban expansion
Module A 3.86 0.72 4.58
Module B 3.86 0.45 4.31
4 New communities
New Town 3.86 0.24 4.10
New City 3.86 0.24 4.10

Note: Figures in Table 7.4 do not include any contingencies.

(a) Estimated costs are based on those observed in Jordan. Construction costs are
higher in the West Bank and Gaza. Indices for these locations ate estimated at
1.5 and 1.35; the index for both Syria and Lebanon is estimated at about 0.85.

(b) The ‘base case’ land costs for camps is $20 per square metre.

(¢) Thelow and high land cost figures for camps are $10 and $40 per squatre mette,
respectively.

(d) The figures for all the upgrading forms, except Type 1, include the costs of reloca-
tion. Relocation costs per thousand ‘relocatees’ are based on the costs per person
of urban expansion, Module A.

following a political settlement. Consultants, co-ordinated by the
Ministry of Planning and International Cooperation (MOPIC),
studied public land availability and the off-site water, wastewater and
transportation requirements (thatis, the more binding constraints to
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accommodating new residents) in several types of selected study
locations in the West Bank and Gaza. The study locations were rep-
resentative and geographically diverse — initially including nine
(existing) urban centres with possible expansion areas; two potential
‘satellites’” (existing villages or towns within commuting distance
from larger urban areas); and three ‘new town’ sites.

The study did not attempt to estimate the overall absorption
potential of the West Bank and Gaza. Rather, it estimated the cost of
absorbing 100,000 to 200,000 new residents on public lands located
in and around existing study towns and in a limited number of new
town areas. Among the main limitations on the study’s scope were:
(a) only selected sites were included — the study did not address all
public land in the West Bank and Gaza; (b) private land was not con-
sidered"; (c) no other aspects of accommodating new residents were
addressed beyond land, housing, and some related infrastructure;
and (d) only capital costs were considered."!

The existing situation

This section briefly describes existing conditions in the West Bank
and Gaza, giving context to the analysis of off-site infrastructure
needs. However, the information is illustrative. The methodology
used for the study can be applied in other locations.

Water and wastewater service levels

Water demand in the West Bank and Gaza is suppressed as a result
of both limited natural supply and artificial constraints, that is,
restrictions on the development of new sources and infra-
structure. Present water supplies are far below those needed.
Consumption in the inland region, for example, for the 86 per cent of
the population connected to a piped system, averages about 50 litres
per person per day, about half the recommended World Health
Organization (WHO) minimum for house connections in small
communities. In areas without piped networks, consumption rates
are considerably lower. The gap between water supply and water
demand is increasing, due to population growth and increasing
irrigation and industrial use, as well as increasing usage per capita.
Wastewater treatment facilities at four operational plants serve
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nearly 15 per cent of the population; and most Palestinian localities,
including some large towns, do not have sewerage systems. In the 19
localities with sewerage systems, many are partial. In the West Bank,
about 60 per cent of houses in large municipal communities are con-
nected to sewerage systems. The situation in the refugee camps is
worse; in many camps, wastewater is channelled into open drains
until it flows into either a sewerage network in a nearby city or is sim-
ply transported outside the camp boundaries. There are now three
operating wastewater treatment plants in the West Bank (at Jenin,
Tulkarm and Al-Bireh), and two non-operational plants at Hebron
and Ramallah.

Transportation

The transportation system in the West Bank and Gaza is primarily
the roadway network.'”” The total paved roadway length is about
5,900 kilometres, of which about 5,200 kilometres are in the West
Bank, and 700 kilometres in Gaza." Just over half of the roadway
length is paved, and over 50 per cent of the roadways in the West
Bank and Gaza are in poor condition. The cost of expanding and
improving the system has been estimated at about $1 billion. The
connection between the West Bank and Gaza is through 40 kilome-
tres of Israeliland."* Allin all, the roadway system is inadequate: poor
roadway conditions and poor design and capacity limit accessibility
between smaller population centres, and between larger population
centres and smaller ones.

Publicland availability in the West Bank and Gaza

Analysis was limited to public and wagf lands in the study areas."” The
study areas were geographically diverse, and consistent with the
regional plans for West Bank and Gaza. They should be viewed as
illustrative, and should not be construed as representing any teloca-
tion decisions by either households or government agencies. The
study areas were:

* Nine urban centres with possible expansion areas: Jenin, Nablus,
Tulkarem, and Tubas in the North; Al-Jiftlik and Jericho in the
East; Al-Bireh and Bethlehem in the middle region; and Hebron
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in the South. Seven of the nine urban areas are regional /district
centres; Tubas and Al-Jiftlik are local centres.

* Two satellite villages/towns: Beitunya, west of Ramallah; and
Tarqumia, west of Hebron.

* Three potential ‘new town’ sites: one in the northern part of the
Jordan Valley; one west of Jerusalem/Ramallah in the Latrun area;
and one in the southeastern part of Gaza, near Rafah airport.

Basic information on land ownership had to be compiled for the
study, because much of the Palestinian land, especially in the West
Bank, is not fully registered. The 11 (existing) study towns and satel-
lite villages in the West Bank are estimated to be capable of absorb-
ing around 300,000 immigrants by the year 2010, under the
assumptions that all topogtraphically suitable land that is not contra-
indicated (for environmental or other reasons) is considered, and
land ownership is not taken into account. However, based on infor-
mation gathered from the Surveying Department at the Ministry of
Housing, public land within or adjacent to urban or village centres is
quite limited. Only five out of the eleven study towns — four of the
towns and one of the potential satellites — have ‘vacant’ public lands

Table 8.5: Vacant expansion areas and public land in study locations
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Jenin 4.4 20.6 907 4.4 205 702
Jericho 8.9 14.5 1,095 7.5 30 1,065
Nablus 11.6 37.0 1,629 4.4 1,550 79
Tarqumiya 1.9 7.4 274 3.7 140 134
Tubas 1.8 6.7 282 4.2 282 0
Total 28.6 86.2 4,187 4.9 2,207 1,980
Notes:

(a) Master plan area and urban expansion area according to regional plan.
(b) A dunumis 1,000 square metres.
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sufficient to absorb a significant number of new residents.'® The
remaining six study towns had marginal or no available public land.
Table 7.5 lists the areas in the five towns with sufficient available
public land. Wagf land was found to be largely either already utilized
or of small size, and was therefore not pursued further.

For the three potential new town areas, the final site locations for
the study are based on availability of public land and site suitability.
Table 7.6 shows the areas of public lands available in the three
selected areas.

Table 8.6: Available public land in the new town sites

Study area Available  Elevation range Slope
public (metres above sea level)
land (km* High Low

Northern 7.2 200 -75 5% to 15%
West Bank:

Al Malih

Latrun 13.307 425 150 6% to 9%
Eastof Rafah  16.13 90 70 Negligible

Accommodation potential: West Bank and Gaza

Individual pieces of public land in the five remaining study towns
and three new town areas were plotted, and locations were reviewed
for land use restrictions and suitability of topography.'” The suitable
land areas were then analysed for their ability to accommodate new
residents, taking into account guidelines related to population
growth, land utilization density and urban expansion areas, and the
zoning and building requirements in each location.

Three scenarios were constructed for the five existing towns and
villages using different assumptions for land utilization (horizontal
expansion) and type and height of buildings (vertical expansion):

e Scenario 1: Available public land is used to its maximum;
i.e. depending on zoning requirements, maximum allowable
construction percentages and number of floors is assumed,



resulting in the highest possible number of new residents

accommodated.

*  Scenario 2: Only 50 per cent of available public land is used; how-
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ever maximum zoning requirements for each plot is assumed.

* Scenario 3: All the available public land is used; but housing types
are mixed — a combination of single houses and multi-storey
buildings is assumed. Gross land utilization per person, for hous-
ing purposes, is assumed to be 24.4 square metres, double the
overall average of 12.2 square metres for public housing projects.

Depending on the residential density assumed, and on whether
sites inside and/or outside municipal boundaries were included, it
was found that these five existing towns /villages could absorb from
around 51,000 to around 211,000 new residents on publicly owned

149

land. Table 7.7 shows results for two of the three density scenarios.

Table 8.7: Potential for accommuodating new residents on public land in or near

existing towns
Potential numbers of new residents
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Jenin 1 13,225 45,287 58,512
3 5,881 20,139 26,020
Jericho 1 6,028 55,351 61,379
3 3,299 30,295 33,594
Nablus 1 54,895 3,416 58,311
3 31,753 11,013 32,765
Tarqumiya 1 7,903 10,806 18,708
3 4,016 3,844 7,861
Tubas 1 14,248 0 14,248
3 5,924 0 5,924
Total 1 96,299 114,860 211,158
3 50,873 65,291 106,164
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The three new town sites were estimated to be able to accommo-
date some 130,000 to 165,000 people on public land. '

Table 8.8: Potential for accommodating new residents on public land in new towns

Selected areas/density Potential numbers
of new residents
North West Bank:
Al-Malih High density 36,364
Low density 21,557
Latrun High density 77,778
Low density 57,082
East of Rafah (a) Low or high density 50,000
Note:

(a) For the site east of Rafah, analysis revealed a large area of suitable land in this
study area, sufficient to absorb large numbers of new residents, consequently a lim-
iting number of 50,000 persons is assumed here.

Off-site infrastructure investment costs

Water and sewerage

In order to estimate the investment costs of providing water and
wastewater facilities for the benefit of returnees to the West Bank
and Gaza, several underlying assumptions were necessary, an import-
ant one being that service levels in the study towns, which are cur-
rently far below generally accepted norms, would increase gradually.
This decision was based on equity as well as practical considerations;
the study could not simply make the assumption that service levels
for returnees would be substantially higher than for the existing
populations in the same study towns. The undetlying assumption is,
therefore, that domestic consumption would increase from the
current average of around 75 litres per capita per day (1/c/d) to an
average of 1261/c/din 2010 (alevel still substantially lower than the
WHO average of 1501/c/d). The analysis considered the investment
needed to ensure this level of water (and related wastewater) service
levels for existing populations as well as for returnees, taking natural
growth of both into account.
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For planning purposes, the important costs are therefore those of
upgrading and expanding the whole system for a given town, to
accommodate both the existing population and any returnees. The
‘investment cost per returnee’ for water and wastewater facilities,
which ranged from around $1,150 to around $1,700 for the existing
study towns, and around $1,800 for new towns, relates only to the
additional cost of accommodating returnees, but should be used
with reference to the costs for existing residents, as the undetlying
share of investment ‘for the returnees’ is not meaningful in isolation.
For existing populations, the cost per person for water and waste-
water ranged from about $800 to about $1500. Estimated water and
wastewater costs are shown in Tables 7.9 and 7.10.

Roads

Limited information on traffic was available, and it was beyond the
scope of the study to generate original data. Moreover, the current
situation is very different from the traffic patterns that would prevail
once conditions allow substantial numbers of Palestinians to return.
Analysis was limited to the assumed access roadway linking the
potential residential development areas in each study site to the exist-
ing roadway network and the associated intersections. The average
road construction cost varied from a low of around $6 per person
under a maximum density scenario in Jericho, to over $200 per
person for a mixed housing use scenario in Tubas. For new town
areas, the average per capita costs ranged from a low of about
$160 per person in Gaza, to highs of $400 to $700 per person in the
northern Jordan valley (Table 7.9).

COMBINING PHASE I AND PHASE II ANALYSES

Infrastructure (public and social)

The Phase 11 studies summarized above provide cost estimates for
off-site water, wastewater and road infrastructure and housing for
various densities and types of housing development for returnees on
public land in the study sites. With additional assumptions, these can
be combined with the costs of on-site public infrastructure (water
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Table 8.9: Summary of illustrative infrastructure cost estimates for new residents in study
areas (US$/person)®

Town Off-site infrastructure On-site Social Total cost
e § 24 %
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Jenin 38 1,226 291 434 1,989

Jericho 1 1,417 291 434 2,153

Nablus 202 1,149 291 434 2,076

Tarqumia 34 1,658 291 434 2,417

Tubas 271 1,736 291 434 2,732

New town, 556 1,520 354 541 2,971

N. Jordan Valley

New town, 244 1,501 354 541 2,640

Latrun

New town, east 159 1,475 318 487 2,439

of Rafah

(a) These estimates do #otinclude the estimated cost of upgrading water and waste-
water infrastructure for existing residents — and should be used only in conjunction
with these costs (see Table 7.10).

(b) Average per capita road costs, using Scenario 3 for existing towns, and Scenario
2 for new town areas.

(c) Figures are based on cost estimates for urban expansion module A and for a new
town, from Sections 2 and 3 of Report (B). Module A, with a planned capacity of
some 400 persons per hectare, is more akin to the Phase II density assumptions than
Module B; and the new town assumed population of 50,000 is closer to the poten-
tial /illustrative number of returnees in the Phase II analysis. The Phase I figures
have been adjusted (i) for the West Bank and Gaza (50% and 35%, respectively); (ii)
to include contingency (15%); and (iii) for the new town sites, to exclude the esti-
mated bulk water costs from the Phase I analysis.

(d) doesnotincludeland, housing construction, off-site electricity infrastructure, or
any recurrent costs.

and wastewater, roads, electricity, etc.) and social infrastructure
(schools, health clinics and community buildings) estimated in the
Phase I analysis of infrastructure costs and outlined above, to
provide a more complete estimate of the total costs involved in
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accommodating new residents.'” As noted, this methodology can be
extended to other locations where returnees might settle.

The cost estimates can be combined in various ways, depending
on the undetlying assumptions. Table 7.9 shows an example; how-
ever, the estimates in Table 7.9, do nofinclude the estimated cost of
upgrading water and wastewater infrastructure for existing residents,
and are shown only to illustrate how the more relevant figures in
Table 7.10 were derived.

Table 7.10 applies the per person costs from the last column of
Table 7.9 to an illustrative number of returnees — in this case, using
density Scenario 2 (not shown in Table 7.7) which assumes use of
50 per cent of available public land for housing, and maximum
zoning requirements for each plot) for the existing study towns. The
medium density scenario is assumed for new towns. Column (4)
shows the estimated cost of upgrading water supply and wastewater
infrastructure for existing residents, to obtain the more trelevant
figure for total estimated cost. Column (5) then shows the total cost
per 1,000 returnees. For planning purposes, a figure of $3—6 million
per 1,000 returnees might be used, which includes the costs of
upgrading water and wastewater services of those currently living
in the towns. /¢ should be noted that the fignres for existing towns in Colunmn
(5) include the costs of upgrading water and wastewater services for existing
residents, and that the estimated costs for new towns do not take into account
any considerations related to building viable new communities: the fignres for
excisting towns are therefore not comparable to the estimates for new towns in the
same column. The costs for other density scenarios can be calculated
similarly.

The cost estimates can be combined to yield illustrative estimates
of the total costs per person; and ranges of possible costs can be esti-
mated by using various assumptions about density or about using
land inside or outside municipal boundaries, etc. Some of the
importantlimitations in scope have been outlined above. It should be
emphasized that the estimated infrastructure costs for new towns do
not take into account the significant risks in planning a new town or
city; for example, the risk that new industry will not be attracted, cre-
ating pockets of high unemployment (i.e., an urban slum) at some
distance from other towns. An additional important caveatis that the
figures used in this study have reference to a more stable period prior
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Table 8.10: lustrative cost estimates of infrastructure for new residents in study areas, includ-

ing costs of npgrading existing water/ wastewater infrastructure for existing residents
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Jenin 1,989 29,256 58.19 44.68 102.87 3.52
Jericho 2,153 30,690 66.08 26.33 92.41 3.01
Nablus 2,076 41,000 85.12 160.09 24521 598
Tarqumia 2,417 9,354 22.61 14.83 37.44  4.00
Tubas 2,732 7,124 19.46 2242 41.88 5.88
New town, 2,971 26,966 80.11 n/a 80.11 297
North Jordan
Valley
New town, 2,640 67,172 17733 n/a 1773  2.64
Latrun
New town, east 2,439 50,000 12195 ~n/a 121.95 244
of Rafah
Notes:

(a) Estimated costs do not include land, housing construction, off-site electricity
infrastructure, or any recurrent costs.

(b) This illustrative table uses Scenario 2 (use of 50% of available public land, and
maximum zoning) for the existing study towns, and the medium density scenario for
new towns.

(c) The ‘total cost for returnees’ is calculated as the product of the numbers in the
two preceding columns.

(d) From Table 16 in Report (B).

(e) For existing towns, includes the cost of upgrading water supply and sewerage for
existing residents. Note that figures for existing towns are not directly comparable
with those for new towns.

to the devastating impacts of the current political situation; and the
cost estimates would need to be reviewed before further use.
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Housing costs

Comparison of Phase I and Phase 11 estimates

Housing costs were estimated in both Phase I and Phase 11, and the
analyses were cartied out independently of each other.”” The Phase I
analysis looked at the cost, in Jordan, of 120 square metres of built
accommodation per household for new housing in urban expansion
areas, towns and cities, and in redeveloped areas (upgrading, Types 4
and 6). The 120 square metre standard corresponds to modest housing,
in line with ‘typical” housing in the region.”' It accommodates a living
room, three bedrooms, and kitchen and bathroom for a six to seven
person household, and is typical of the ‘“final” accommodation that a
household with a median (or slightly lower) household income builds,
incrementally, as resources allow.”> Construction costs were estimated
to be in the order of $200 per square metre in Jordan, that is a cost of
about $27,600 per house.” This figure would be $41,400 in the West
Bank (or around $6,000-$7,000 per person), and $37,260 in Gaza,
using the assumed adjustment factors of 50 per cent and 35 per cent.
Similatly, adjustment factors can be applied to other locations.

It was roughly estimated that the costs of expanding, rebuilding, or
upgrading housing in the camps would be about 65 per cent of the new
housing cost.* This results in a cost of about $18,000 ($27,000 in the
West Bank, and $24,300 in Gaza) for upgrading each existing house. In
order to estimate complete costs per 1,000 people, the costs of accom-
modating relocatees in new housing would also need to be considered.

In the Phase II analysis, which was carried out about a year later,
housing construction costs were based on initial cost estimates from
recent housing projects in the West Bank and Gaza, and ranged from
around $6,800 to around $7,500 per person, depending on location
and density (Nijem 2001: Appendix II). The housing cost estimates
from the two Phases of the study are thus roughly consistent.

Given the consistency of the housing costs estimates, and since
the Phase II estimates are both more recent and more detailed, they
are used in Table 7.11 to illustrate the effects of adding the costs of
housing to the various infrastructure costs to geta more comprehen-
sive view of the overall costs. Table 7.11 demonstrates that the cost
of housing s by far the largest element, often close to double the sum
of infrastructure costs and costs of schools, etc., combined.
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Table 8.11: //ustrative cost estimates of infrastructure and housing for new residents

in study areas

Town Estimated Housing Infrastructure and
cost of construction housing
infrastructure cost® construction cost©

(US$m per 1,000  (US$m per (US$m per 1,000
persons, col (6), 1,000 persons) persons)
Table 7.10)®

Jenin 3.52 6.84 10.36
Jericho 3.01 6.16 9.17
Nablus 5.98 8.21 14.19
Tarqumia 4.00 6.84 10.84
Tubas 5.88 6.84 12.72
New town, 2.97 8.23 11.20
North Jordan

Valley

New town, 2.64 10.64 13.28
Latrun

New town, 2.44 7.34 9.78
E. of Rafah

(a) Includes costs of upgrading existing water/wastewater infrastructure for exist-
ing residents, from Table 7.10.

(b) Housing cost estimates are from Appendix III in the Phase II consultant’s
report (Nijem 2001).

(c) Since the figures for existing towns include the costs of upgrading water and
wastewater services for existing residents and the estimated costs for new towns do
not take into account any considerations related to building viable new commu-
nities, the figures for existing towns are not comparable with the estimates for new
towns in the same column.

HOUSING FINANCE OPTIONS

Given the magnitude of housing construction costs, it is clearly most
unlikely that the full costs of housing construction and upgrading
could be borne by any external source. Moreover, if a decision were
made for the public provision of housingin a situation of insufficient
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funds, issues of locational incentives and equity would atise, as only a
relatively small proportion of households could be accommodated.
Another approach involves not funding housing construction
directly, but providing lump sum payments and allowing individuals
to build their own units. This would be more welfare-enhancing, but
the provision of sufficient funds for a complete housing unit would
require severe rationing, and would not remove the difficult equity
question. A third, and perhaps most realistic approach, reflecting the
reality of limited funds for housing construction and/or upgrading,
would focus on funding infrastructure, and supporting public sector
authorities in facilitating both an adequate supply of housing and
households’ access to housing finance.

Experience in many countties has shown that public housing con-
struction often does not reach the intended beneficiaries, and that by
far the most important part of the capital funding for new homes or
for shelter improvements comes from households themselves, either
up-front from accumulated savings, ot through loan repayments.”
However, public sector authorities have a crucial role to play in
easing constraints in housing supply, in housing finance, and in
administering any subsidies to needy households. Israeli expetience
in accommodating immigrants confirms the importance of address-
ing supply constraints, and shows that measures to treat housing
supply at large have been more successful than those focusing on a
particular group.

Housing market conditions in the West Bank and Gaza and hous-
ing policy priorities are briefly summarized below, followed by an
outline of some options that could be considered by donors wishing
to assist, whatever the locality.*®

Housing in WBG

Housing demand in WBG is largely driven by a very high natural
population growth rate. There may also be considerable pent-up
demand, as evidenced by over-crowding in some levels of the
market. The high natural growth rate predominates, even under the
assumption of alarge inflow of refugees. Housing finance is not well
developed, and there is still little long-term financing available for
homebuyers, despite the successful start-up of the Palestinian
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Mortgage and Housing Corporation (PMHC). Commercial bank
finance is limited to short-term loans for housing developers, whose
operations remain limited in scale. Efforts to develop mortgage
finance have begun, for example through PMHC, but are still at an
early stage.

Construction is very important to the Palestinian economy, with
construction investment accounting for about 75 per cent of private
investment, and about 22 per cent of employed people working in
construction. Lack of access to construction work in Israel has been
a main cause of unemployment in the West Bank and Gaza.

The housing policy reform priorities are to remove the constraints
which keep construction costs high, especially in land supply, infra-
structure services, and planning and construction standards. On the
demand side, thete needs to be an increase in the availability of
finance for consumers and developers. Efforts to increase the
availability of housing supply and housing finance should focus on
low-income households. However, to make a returnee housing
programme viable, it is crucial to lower the costs of publicly sup-
ported housing solutions and to increase cost recovery, in order to
gain sufficient programme reach. Measures to stimulate the supply of
low cost units, both for rent and for sale, should be given priority, and
constraints preventing the conversion of existing units to low-cost
units should be addressed.

Programme options

Experience has shown that competing objectives should not be
addressed in one comprehensive programme. Distinct sub-
programmes are suggested, with the individual goals of:

* Mitigating property loss incurred during past conflict phases;

* Providing housing solutions based on need; and

¢ Stimulating additional housing production where returnees are
likely to settle.

Given the size of the refugee population, the property loss miti-
gation goal is likely to create strong competition for resources with
the housing policy goals. The housing finance paper, Report (C), pro-
poses a vehicle for reaching compromise: its design principles
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DEMAND DEMAND DEMAND SUPPLY
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Figure 8.1 Returnee housing programme, design for the West Bank and
Gaza
Note: dotted lines indicate potential instruments

include incentive neutrality for refugees with regard to the decision
to move; consistency with local housing policy and the reform
agenda; and efficiency of design and administration. It also allows
donors to choose which sub-programmes to support.

The proposed programme, based on the design features above,
includes ‘baskets’ or sub-programmes, as alternative funding options
available to donors.

Within such a programme of ‘baskets’ for donors to select, the
proposed eligibility requirements and benefits might include:

* In the first sub-programme, some refugees could receive a grant
benefit based on their legal status.

* The second sub-programme proposes housing assistance on a grant
basis. An important use of assistance on a grant basis could be for
housing itself. However, it is proposed that only those fulfilling
general pre-specified wealth and income limits could receive this
assistance, and that domestic residents with housing needs who
also satisfy the wealth and income limits would also be eligible.
With this instrument, returnees and residents in need would be
enabled to choose among a limited range of solutions in the
housing market, including using the grant towards rent or hous-
ing purchase down payments. This type of assistance could also
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be used for relocation/reintegration, for example, reimbursing
moving costs for refugees and displaced persons who decide to
relocate.”’

* In the third sub-programme, a selection of housing finance pro-
grammes could be made available to enable 4/ households in a
destination country, regardless of their refugee or housing bene-
ficiary status, to upscale their housing solutions. Short-term and
micro-credit programmes would need to be introduced for
households that cannot be absorbed by the rental market, and
that have a low debt service capacity.

* The housing demand enhanced by these three sub-programmes
could be supported by a fourth sub-programme to stimulate the
supply of low-cost units. This could, for example, be specifically
geared towards investment into land conversion and develop-
ment, including funding for infrastructure, etc.

For equity reasons, the proposed instruments in the second and
third ‘baskets’ would be available for low-income residents as well as
returnees, but not to high-income households.

NEXT STEPS

The analyses summarized in this paper have necessarily been limited,
both in the initial selection of study areas, and in investigating only
public land sites. It has also been limited to a few geographical areas,
but could be expanded to apply to other locations. The results,
although helpful in identifying the likely orders of magnitude of the
capital costs involved, fall far short of providing a blueprint
for ensuring that sufficient infrastructure will be in place, and that
appropriate and equitable housing solutions will be available, as the
need arises.
There are several potential directions for further studies:

(a) Widening the investigation to additional towns with absorption potential.
MOPIC now has the methodology to extend this work to other
locations in the West Bank and Gaza not included in the original
study; in particular to identify where there is additional public
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land.”® In fact, the methodology can be applied to any location
inside or outside the West Bank and Gaza.

(b) Planning pilot projects in one or two of the study areas already identified as
having available public land. This would serve as a focus for identi-
fying any policies, procedures, and specific actions required to
provide infrastructure and ensure housing availability for
accommodating new residents.

(c) Investigating how private land could be brought into use for housing on a
larger scale. This may include a review of availability of private
land within and near urban areas, the size of parcels, etc., and
could also build on the initial review of the legal and institutional
framework summarized in the consultant’s paper (Nijem 2001).

Further discussion of some of theissues raised in connection with
the analysis already carried out would help to move the work forward
and avoid delays when the time comes for designing programmes to

accommodate returnees. Issues to be discussed could include:

Possible incentives for municipalities to provide the various infra-
structure or other facilities needed to attract and accommodate
refugee or displaced households, within an overall policy frame-
work of improved housing market operations (particulatly
targeting low-income families) and infrastructure service provi-
sion, also benefiting existing residents;

The role of the public and private sectors in construction of
infrastructure and housing; and

The types and extent of subsidies (explicit and implicit) in the
various options for providing housing and infrastructure. The
subsidies need to be sufficient to act as an incentive to ensure
the full co-operation/participation of municipalities, but need to
take into account the limited availability of financial resources.

BIBLIOGRAPHY

Asa’d, A.K. and Jayyousi, A. (2001) Water and Wastewater Sector Investment for

Refugees, Washington, DC: World Bank.

Nijem, K. (2001) Absorption Capacity in the West Bank and Gaza Governorates:

Public and Waqf Land, Washington, DC: World Bank.



162 - Palestinian Refugees

World Bank (2000) Infrastructure and Housing Costs:  Technical Note,
Washington, DC: World Bank.

—— (2002) The Absorption of Refugees in the West Bank and Gaza: Potential for
Housing Accommodation on Public Land in Selected Study Areas, Washington,
DC: World Bank.

—— (2002) Housing Finance for Returnees: Issues and Policy Options,
Washington, DC: World Bank.

Zeidan, K. (2001) Estimating the Roadway Costs Associated with Absorbing
Palestinian Returnees to the West Bank and Gaza, Washington, DC: World
Bank.



CHAPTER9

Land and housing strategies for immiigrant absorption:
Lessons from the [sraeli experience

Rachelle Alterman, Technion-Israel Institute of 1echnology, Haifa, Israel

INTRODUCTION

Israel offers one of the world’s largest scale and most consistent
experiences (relative to population size) of absorption of legal immi-
grants since the Second World War. Due to shared aspects of geog-
raphy, history, demography, and national development trajectories,
Israel’s experience is particularly salient to its Palestinian neighbour.
At the same time, there ate also significant differences that call for
care in the interpretation of the Israeli lessons and their transfer to
the Palestinian context.

This paper details the lessons from the Israeli experience with the
absorption of mass immigration in the last five decades. It will exam-
ine different immigrant absorption waves and analyse the range of
absorption strategies. The conclusions point to the elements of
Israel’s evolving immigrant-absorption policies that have been more
successful, and those to avoid.

This paper is based, in part, on a larger unpublished study pre-
pared for the World Bank. It draws upon a variety of sources: an
extensive literature review (in Hebrew and English) of the various
aspects of Israel’s immigration policy, including land-use, housing,
economic, and social dimensions; official documents from the vari-
ous periods; and official statistics. It also reflects the author’s ongoing
research and publications about Israel’s land-use, housing, and urban
policies and laws; as well as international comparative research on
planning, land-use laws and policies (Alterman 1988; Alterman and
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Cars 1991; Alterman 1997; Alterman 2001; Alterman 2002), housing,
and neighbourhood policies (Alterman 1988; Alterman and Cars
1991; Alterman and Churchman 1991). The information about
policy-making during the mass-immigration wave of the early 1990s
and its outcomes draws on this author’s in-depth analysis of policy-
making during that crisis period (Alterman 2002).

A BRIEF INTRODUCTION TO ISRAEL’S
IMMIGRATION POLICY

A cross-national comparative perspective

Israel is a small, densely inhabited country with a natural population
growth rate higher than other advanced-economy countries.
Palestine is even smaller and denser, and with a much higher natural
population growth rate — one of the highest in the world. Yet both
countries have parallel histories that have made them —and will con-
tinue to make them — nations that absorb immigrants at a much
higher rate than most other countries.

The impact of mass immigration on a small country such as Israel
—and in the future, on Palestine — is very high, compared with that of
another advanced-economy country among the few which, in recent
history, were ready to receive many immigrants, such as Germany.
One should take into account the relative size of the population, the
economy, average individual wealth and the available land resources.
In 1990, when the most recent wave of mass immigration started,
Israel had about one fifteenth of Germany’s population, Israel’s
gross national product (GNP) per person was about half of
Germany’s, and among the lowest among advanced-economy coun-
tries. The size of Israel’s economy was approximately 3 per cent of
Germany’s, and its population density, though not the highest among
the group of countries, is expected to become the highest in the near
future, mainly due to Israel’s higher natural growth rates (Alterman
2002: 10-12). The argument, in sum, is that the impacts of mass
immigration on Israel’s economy, society, geography, and environ-
ment have been objectively greater than the impact of immigration
on most other advanced-economy countties.
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Immigration policy, endemic uncertainty and crisis-proneness

In many ways, Israel’s immigration policy is not only different from,
but opposite to that of most countries. The goal of the immigration
policy of most countries is to turn the demand for immigration from
an unknown and potentially unmanageable factor, into one where
both the number and traits of the immigrants are controlled and pre-
dictable. Istael’s policymakers knowingly place the country in an
endemic state of uncertainty about the number of immigrants at any
given time, their human-resource traits, and the potential impact of
mass immigrations. Through this policy Israel has willingly made itself
vulnerable to immigration-generated crises. This happened during
Israel’s formative years (1949—1955) and once again in the early 1990s.

Israel is unique among advanced-economy countties in its consist-
ent open-doors policy toward (Jewish) immigrants, as expressed in
law and policy (see below). In this respect, the future Palestinian state
is likely to be similar to Israel.

As might be expected, Israel’s immigration policy is controversial,
being an integral part of the Middle East conflict. While Israeli immi-
gration law and policy is extremely open towards Jews and their non-
Jewish family members, it is very restrictive toward others (Rubinstein
1996: 124, 877-893). The rationale for this policy is to preserve the
country’s scarce land and water resources as a potential haven for Jewish
refugees, should there be a resurgence of anti-Semitism anywhere in the
wotld. A related goal is to maintain a Jewish population majority.

Within the ebb and flow of immigration to Israel since its estab-
lishment in 1948, one could in retrospect identify more-or-less dis-
tinguishable periods characterized by differing contexts and
different policies for absorption. Table 9.1 presents a rough division
into ten periods, showing the number of immigrants, their dominant
countries of origin, the size of the initial population, and the key
economic indicators. The division into periods roughly parallels the
evolution of strategies for immigrant absorption.

The policy variables for designing absorption strategies

In retrospect, one is able to identify several policy variables that
served as the basis for immigrant-absorption policies (in the realm of
land use and housing). In the next pages I shall take a close look at
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Table 9.1: Major periods of immigration to Israel, by number of immigrants, existing popula-

tion and GDP per capita

Key periods and their
characteristics

Typical annual number

of immigrants

Israel’s population in

initial year

Total number of
households

GDP per person

1996 prices (USS$)

Average annual
growth

I: 1948-1951
Mass immigration
of refugees

1I: 1952-1959
Moderate, mainly
North Africa, Romania
III: 1960-1966
Moderate, mainly
North Africa

IV: 1967-1970
Low, mainly
western countries
V: 1971-1976
Moderate, mainly
USSR
VI:1977-1985
Low, South
America and
western countries
VII: 1986-1989
Stagnation:
emigration balances
immigration

VIII: 1990-1992
Mass immigration
wave from USSR
(Commonwealth of
Independent
States — CIS)

IX: 1993-2000
Moderate wave
from CIS

170,000

44,000

50,000

22,000

50,000

21,000

12,000

140,000

70,000

872,700

1,629,500

2,150,400

2,776,300

3,022,100

3,653,200

4,331,300

4,559,600

5,327,600

474,900

549,000

653,900

933,300

1,102,500

1,162,000

1,398,100

1,647,000

3,410

4,490

9,494

9,346

11,770

12,748

14,301

16,080

19,150

N
o

53

6.3

4.9

5.2

0.62

24

2.5

1.9 (high tll
1996 then
dipping into

recession)
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X: 2001-2004

Moderate-low rate

from CIS and

elsewhere 30,000 6,508,800 1815000 18,000  —3.0

Sonrce: Israel Central Bureau of Statistics, Statistical Abstract (annual reports for the
relevant years) 19502005

each of these policy variables to see how they varied over time. Thus,
Israel can serve as a ‘laboratory’, so to speak, of policy variables
for immigrant absorption that are ‘tested’ under varying contextual
conditions.

Whenever decision-makers design an immigration absorption
strategy they ate likely to consider all or most of the five major policy
variables depicted in the following list. These are the building blocks
out of which Israeli policymakers constructed the country’s immi-
gration policies, and altered their choices over time. I don’t wish to
imply that such decisions were made in a concerted, synchronized or
comprehensive way; public decisions ate rarely of that nature. The
decisions may have been made in an incremental, disjointed manner,
but de facto at any given time period they did add up to an identifiable
set of policies.

The policy variables for designing immigration absorption
policies are:

1 Planning law and regulation of development.

2 Land and property rights policy: the role of publicly owned land.
3 Regional development: direction to preferred geographic regions.
4 Housing production:

* Production side: type and extent of public intervention in
production.

* Housing standards.

* Consumption side: type of consumer subsidies and targeted
populations.

5 Living support ‘absorption basket’ (for initial period after arrival).

Some of these policy variables have been more reactive to mass
immigration and crisis situations, others less so. The most flexible
policy variables used to adjust to crises have been housing and living
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support. Also reactive, but somewhat less flexibly, have been land
policy, regional development and (surprisingly?) planning law. Least
adjustable to crises through policy instruments have been economic
development and employment policy.

In the sections to follow I shall analyse each of the policy variables
(grouping some of them), showing how it evolved over time and how
itinteracted with each of the other policy variables.

PLANNING LAW AND THE REGULATION OF
DEVELOPMENT

Most accounts of Israel’s immigrant absorption policies —indeed, of
any country’s immigration absorption policies — neglect a major vati-
able: the role of planning law. Would planning regulations enable the
large-scale housing starts and other construction projects triggered
by accelerated growth?

Until 1966, land-use planning and development control in Israel
were carried out according to the Town Planning Ordinance that
Israel inherited from the British Mandate over Palestine and inte-
grated into the Israeli legal system. When the 1965 Planning and
Building Law was enacted, the waves of mass immigration that typi-
fied Israel’s first decade had already subsided. The 1965 law was suit-
able (or barely suitable) for the countrys ‘regular’ pace of
development. However, when mass immigration resumed in 1990,
Isracli policymakers found that the planning law was unsuited to
dealing with massive development pressures.

The legal status of state-initiated construction

Under the British Mandate over Palestine’s Town Planning
Ordinance (that stayed in force until 1965), projects constructed by
government were exempt from the control of planning law. The
British Mandate government was engaged in construction mainly of
major infrastructure and military projects. Most housing and social-
service construction was left to the initiative of the two major local
populations — the Arabs and the Jews. Both communities had an
active private construction and non-profit sector.
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When the state of Israel stepped into the shoes of the British
Mandate Governmentin 1948 and faced mass immigration, itundet-
took state-initiated construction at a larger scale. This included the
construction of hundreds of large-scale housing projects, entire new
neighbourhoods, over 30 new towns, and hundreds of new co-
operative and communal villages (for an extensive description of this
mammoth project, see Brutzkus 1964, 1969). In addition, the gov-
ernment also undertook many infrastructure construction projects
of roads, water supply, regional drainage and sewerage, hundreds of
schools, health facilities, and some social facilities (others were initi-
ated by various quasi-public organizations not legally exempt from
planning controls). Indeed, by 1965 when a new planning law was
enacted, the majority of Israel’s currently existing towns, cities and
villages, were already on the map. Many of the horses had already run
out of the stable.

This massive planning and development effort was not worse, and
at times better, than public-sector development carried out during
that period in many other counttries, including western ones. But its
huge scale in a short time (relative to the country’s size) magnified the
usual maladies that accompany government construction in most
countries: Many of the new towns were look-alike copies and oblivi-
ous to each unique setting, the housing types were repetitive, and
construction standards were not always adequate (Swirski and
Bernstein 1980; Darin-Drabkin 1959; Carmon and Czamanski 1990;
Carmon 1999; Tanne 1959). Some decision-makers felt that govern-
ment too should be regulated to some extent.

The 1965 Planning and Building Law went to the other extreme. It
did not exempt any state-initiated construction projects from going
through the full planning and building-permitting process. The rea-
sons for this about-turn have not been well researched, but I will sur-
mise that they reflected three interconnected views: a feeling that
since Israel had ‘come of age’, the need for massive government pro-
jects will no longer be as acute as during the country’s first initial
years; a critical view of the outcomes of the massive construction
projects that had bypassed the planning bodies; and an optimistic
belief — which turned out to be over-optimistic — that the planning
system under the new Planning and Building Law would be able to
handle not only private-sector initiatives but also state construction
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initiatives. However, the 1965 Planning and Building Law did not
meet all of these expectations.

The Israel Planning and Building Law in a nutshell

After some 70 mostly minor amendments, the Israel Planning and
Building Law still stands today as Israel’s main planning law. It is a
rather centralized law compared with the planning laws of most other
advanced-economy countries (Alterman 2001a). Most planning deci-
sions at the local level require the approval of the District Planning
and Building Commission composed of representatives of central
government ministries. The Minister of the Interior has extensive
oversight powers. At least on paper, the system calls for a co-
ordinated hierarchy of plans, from the national, through the district,
down to the local levels. Lower level plans have to be strictly consistent
with all higher level plans. Every action of development or demolition,
big or small, requires a building permit; there are hardly any exemptions.

Before I mention the Planning and Building Law’s shortcomings in
handling the accelerated development brought about by mass immi-
gration, I should say that it has also had some important achieve-
ments. It has enabled a large slate of national (mostly sectoral) plans
for essential infrastructure projects, has protected parks, and has con-
tributed to the preservation of farmland and coastlines. A less recog-
nized achievement, but perhaps the most significant for the subject at
hand, is the fact that after only a few years of adjustment, all state
agencies did indeed learn that they must ask for planning approval for
all their construction initiatives. This means that since 1966, all state-
initiated housing, public services, or infrastructure projects have been
subject to planning review, to (some) public exposure, to the growing
slate of environmental controls, and (presumably) to better co-
ordination with other public and private projects.

These achievements aside, the 1965 Planning and Building Law
came under severe criticism soon after its enactment. The level of
criticism increased with time, as land became scarcer and as the
level of planning and environmental controls increased. The criti-
cism centred on the multi-layered approval process and the rampant
delays. Statutory planning was (and still is) regarded by many as
chronically lethargic, and an unnecessary impediment to economic
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development. While the problem of perceived excessive delay in
development approval is not unique to Israel, many Israeli decision-
makers view it as #b¢ major problem in the planning system. Their sen-
sitivity to this issue may be due to the fact that Israel’s demographic,
economic, and physical-development growth rates are high even
during periods without mass immigration, and are higher than most
other advanced-economy countries. Palestine’s will be higher yet.

Special legislation to meet the needs of mass
immigration in 1990

As long as the pace of development reflected relatively moderate
immigration and growth rates, during the period from 1966 to 1989,
the planning institutions managed to handle the country’s needs,
more or less. However, and not surprisingly, when the major immi-
gration crisis broke out in late 1989 to early 1990, the single major
target for legislative change was the Planning and Building Law and
its institutional system (Alterman 2000; Alterman 2002).

The 1990 Planning and Building Interim Law achieved its goal by
establishing six Housing Construction Commissions (HCCs), one
for each district of Israel. These were to serve as ‘single stop’ plan-
ning institutions for approving any proposed development with at
least 200 housing units (public or private) or extension of an existing
industrial area. These new bodies were composed of six representa-
tives of the key central government ministries: Interior (two),
Housing, the Lands Administration, Transportation, and the
Commission for the Preservation of Agricultural Land.

The new law entirely bypassed the local planning commissions
that, under the regular law, were an important first station in the
approval process. Under the Interim Law the local authorities only
had partial representation on the HCCs. Although three local repre-
sentatives (the mayor and his appointees) would be members of the
Commission, their membership would be on a ‘musical chairs’ basis,
for only as long as a plan within their jurisdiction was on the agenda.
The elected officials from the opposition would have no voice at all.
Ostensibly set up as combined local-district bodies, the six new
Commissions functioned more like organs of the central government
than as mid-way bodies.
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In the name of cutting down approval time, the law also drastically
cut citizen review and objection time (from two or three months to a
period of only 20 days, including weekends and holidays).
Furthermore, it severely limited the time allocated for scrutiny by the
planning support staff and for deliberations by the HCCs.

The Interim Law also placed severe limits on the authority of the
National Planning and Building Board. It thereby challenged the logic
of the entire hierarchy of national, district, and local plans. The
HCCs were authorized to approve development that did not accord
with a district plan, without requiring the prior approval of the
National Board. The new Commissions were even authorized to
approve development that contradicted existing national plans as
long as they allowed the National Board 20 days in order to halt the
HCCs’ decision. Otherwise, the HCCs’ decision would prevail.

Another goal of the new law was to reduce the powers of the
national agricultural land protection body. Under the regular law, all
proposed development that impinges on declared agricultural land
required the review and approval of the Commission for the
Preservation of Agricultural Land (CPAL). The Interim Law
brought the CPAL ‘down’ from its elevated position by making its
representative a regular member of each Housing Construction
Commission and by authorizing the new commissions to review all
plans, even those that convert agricultural land. Although the
CPAL representative had the power to call in particular plans for
the CPAL’s direct review, in the ctisis-time atmosphere, that powet
was rarely used.

There is no doubt that during the height of the crisis, the Interim
Law did succeed in enabling a highly accelerated rate of approval of
housing and ancillary facilities. It did so in a reasonable time frame
that, under the circumstances, balanced the need for fast decisions
with adegtee of planningscrutiny (Alterman 2002: 90-97; Borukhov
1998). However, compared with non-crisis decision-making, the
decisions under the Interim Law often did compromise on environ-
mental assessment, design control, open space preservation, and
timely infrastructure completion (Alterman 2000; 2002: 129-169).

Even though the 1965 Planning and Building Law was not abol-
ished and continued to operate side by side with the Interim Law, the
latter was to dominate the Israeliland-use planning scene for the next
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fourand a half years (it was extended three times). And even after the
crisis was over and the Interim Law was allowed to sunset, in the eyes
of pro-development government and private interests, the Interim
Law continued to serve as a model of how to bypass the ‘planning
bureaucracy’. So far, the more draconian of such initiatives have
been aborted, thanks to the actions of environmentally conscious
groups and government agencies in charge of regulative planning
and the environment, butin 2002 an amendment to the Planning and
Building Law instituted a special national body and a streamlined
procedure for approving plans for ‘national infrastructure’ projects.

LAND POLICY AND REGIONAL DEVELOPMENT

In this part I shall discuss the second variable in the list —land policy
and property rights instruments as they pertain to immigrant absorp-
tion. In addition, 1 shall also refer to the third variable, Israel’s
regional development policies and their interaction with immigrant
absorption policies.

Introduction to Israel’s land system

Israel’s immigrant-absorption policies have relied to a large extent on
a factor unique to Israel — national ownership of the majority of
the country’s land area (approximately 93 per cent). The majority of
private land is concentrated in pre-state towns (about half of which
are in Arab—Israeli villages and towns). Within the major cities,
national land holdings are not as large, and are mostly concentrated
on the urban outskirts. Municipal land holdings in Israel have always
been minimal, consisting at most of local roads and some other
public facilities. Nationally owned land figures prominently in most
day-to-day activities, such as housing and industry. From a cross-
national perspective, the quantitative and qualitative characteristics
of Israel’s public land holdings place itin a category of its own. It has
no equivalent today either in an advanced-economy country
(Alterman 2003), or in the Palestinian Authority. Today, Israeli land
policy presents an interesting (and counter-intuitive) mixture of
public powers alongside a very high level of protection of private
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property rights — whether on private land or on long-term public
leaseholds (Alterman 20006).

The national land holdings served as a major policy instrument
for immigrant absorption in each and every one of the immigration
waves noted in Table 9.1. Despite the series of decisions that
have gradually brought the public leasehold system closer and closer
to a freehold system (Alterman 1999, 2003; Benchetrit and
Czamanski 2004), public land policy has played a major role in
immigrant absorption even during the most recent mass immigra-
tion wave of the 1990s (Alterman 2002: 85-86, 97—103, Cohen ¢t al.
1993).

In addition, the fact that the state controls most of the land
reserves has enabled the linkage that Israel has made throughout its
history, between immigrant absorption and nation building through
regional development policies.

The evolution of land policy and regional
development instruments

Table 9.2 summarizes the key land policy and regional-planning
instruments applied in the various periods of immigrant absorption
(combining several of the immigration periods in Table 9.1, as
relevant to the discussion of land policy). In the Israeli context, these
policies almost invariably were articulated by central government
rather than by municipal governments. Central government decided,
for the most part, where and when new development for new immi-
grants was to be located.! Municipal involvement (whether promot-
ing or opposing these policies) was very low during most of the
periods discussed. The slightly greater municipal involvement of
recent years has not manifested itself directly in land policy, but
rather indirectly, through local planning and development controls
and through lobbying central government (Alterman 2001b).

Table 9.2 presents the evolution of the land component of immi-
grant absorption policies in terms of the initial allocation of public
land; the determination of the price of land allocated; and the tenure
status of the immigrant residents. The Table is therefore closely
linked to the evolution of housing policies, to be discussed in the
next section.
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Table 9.2: The evolution of public land policies as related to immigrant absorption

Policy evolution periods

(approx. dates)

Public land, property rights and regional

policies related to immigrant absorption

1948 to early 1950s

Mass immigration waves

Mid-1950s to mid-1960s
High immigration rate

Allocation by central government of large
tracts of national land for temporary
housing sites and ancillary public services
(atno cost to the residents and no official
establishment of property rights), mostly
on the outskirts of existing cities.
Allocation of built-up housing units vacated
during the 1948 war (mostly belonging to
Palestinians) as temporary housing. Some
become the immigrants’ secured-tenure
permanent housing through pre-State
tenant-protection laws, through public
long-term leasehold, or though outright
freehold purchase by the occupants.

Land allocation (at no cost or artificially
low price) for public-sector construction of
new permanent neighbourhoods on the
outskirts of existing cities and towns.
Allocation of large tracts of national land
for the construction of about two-dozen
new towns, mostly in peripheral areas, to
be inhabited by new immigrants. Land is
allocated to state and quasi-public
developers at artificially low price.

The property rights of the urban residents
in the new housing is initially mostly rental.
Gradually (during the 1970s and 1980s)
most rental units become ‘owner occu-
pied’ (more precisely, on long-term urban-
sector leaseholds akin to freehold).
Allocation of large tracts of national land
for the establishment of scores of new
agricultural villages in peripheral areas,
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Table 9.2 (cont.):

Mid-1960s to late 1970s
Low to moderate

immigration rates

Late 1970s to 1989

Low immigration rate

mostinhabited by new immigrants. Public
land allocated for housing, agriculture, and
ancillary industrial sites through rural
leasehold contracts, usually at no initial cost
to the residents and very low leasehold fee
(butin retrospect, the property rights

turned out to be insecure).

Public-land allocation recedes in
importance as a direct instrument of
immigrant absorption.

Exceptions: allocation of national land for
several Immigrant Absorption Centres
(hotel-like facilities for initial housing and
language courses).

Establishment of new towns ceases; new
urban neighbourhoods and new villages
are built on public land but are not directly
earmarked for new immigrants. Initial
market mechanisms developed for
valuation of public land before allocation.
More former immigrant renters of public
housing upgrade their tenute to
‘ownership’ (in fact, long-term leasehold).

Public-land policy is de facto fully
disengaged from immigrant absorption
strategies. No more construction
earmarked for new immigrant housing
Immigrant Absorption Centres continue
until 1986, then are phased out in favour of
the ‘direct absorption’ policy.

A major new city (Modiin), as well as
scores of new small exurban non-
agricultural communities are planned on
national land, but are targeted mostly for
long-term Israelis to be lured from the

central region.



1990-1992

Mass immigration wave

1993-2000
Moderate immigration rate

Land and housing strategies - 177

Market mechanisms for allocation of
national land for housing and industry
become sophisticated and simulate market
prices closely. Lower-than-market prices
are used as a lever for population distribu-
tion (not earmarked for new immigtrants).
Prices are reduced in part (Galilee, Negev
regions) or in full (along the borders).
Project Renewal seeks to upgrade the
housing of declining neighbourhoods —
mostly those targeted for the immigrants of
the 1950s and 1960s. The Project indirectly
further stimulates transfer of more rental
housing to the ‘ownership’ of the residents.
Lowet-than-market ptices may be charged.

Available tracts of national land are once
again allocated for mass construction of
entire new government-initiated urban
neighbourhoods and facilities.

These are not exclusively earmarked for
new immigrants but are triggered by the
mass immigration from the former USSR.
The market mechanism for pricing public
land for government-initiated housing is put
‘on hold” and developers are given land at no
cost or (in high demand areas) at half-cost.
A very small proportion of the housing
units are designated for rental; the vast
majority is for sale (long-term lease).

Most development towns (‘new towns’)
and some exurban neighbourhoods
planned at the previous stage receive a
population boost from the immigrants.

Land policy is once again disengaged from
immigrant absorption strategies.
The market mechanisms for allocating

national land are resumed. Lower-than
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Table 9.2 (cont.):
market prices ate still used only for
population distribution target areas. New
immigrants are indirect beneficiaries but the
policies are not earmarked for them.

* Experimental land-subsidy programmes
are developed for targeted socially
deprived communities or social groups.

2000 to date * New policies of lower-than-market-price
Low immigration rate allocations of public land in peripheral
(intifada, tetrorism and areas were introduced in 2001 to stimulate
deep recession) the recession-depressed housing market.

New immigrants were indirect benefi-
ciaries. But these incentives were almost
fully withdrawn in 2003—2004. I predict that
they will be reintroduced for border regions
in the future.

Lessons to be learned from Israel’s land and tenure policies

Several conclusions emerge from Table 9.2:

1 Avoid illegal squatting and ensure that temporary sites
are phased out

Unlike most countries with a developing economy that face large
waves of immigrants or migrants, Israel’s immigrants rarely have
found themselves as squatters without established property rights.
Intentionally, the temporary sites (camp sites, transit sites) did not give
any property rights to the residents, yet their stay there was legal. These
sites were planned to be temporary (Jewish Agency 1959) and indeed,
most (but not all) were vacated within a few years, usually not beyond
the early 1960s (Namir 1972). The residents knew that they were likely
to be offered permanent housing. But the precise timing, location, and
type of housing were often not known in advance. When such housing
did come through it was not always to the immigrants’ liking (see
lesson 3). The policy that immigrants should be offered permanent
housing has become one of the hallmarks of Israel’s housing policy.
The need for temporary housing for mass immigration recurred in
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1990-1991. At that time, various policy means were used (such as a
‘sunset clause’ in planning permits, and agreements signed with local
authorities) in order to assure that the sites would not become quasi-
permanent and would be phased out within a maximum of five years
(Feitelson e al. 1992). That did not always hold up, but most sites
were indeed cleared within a considerably shorter period than during
the 1950s (Borukhov 1998; Alterman 2002: 132—135).

2 View national land holdings as a possible instrument for
immigrant absorption

The availability of large vacant tracts of nationally owned land became
the major instrument of Israel’s immigrant-absorption policy during
the 1950s to the eatly1960s (Brutzkus 1964: 6) and once again,
during the massive wave of 1991-1992 (Alterman 2002: 85-80,
97-103; Cohen et al. 1993). Central government was thereby able to
control the size and timing of development by using large tracts of
vacant land rather than relying on infill. Public ownership enabled
government to avoid the need to assemble private land through expro-
priation or other means of onerous intervention in property rights.

3 Consider the pros and cons of linking regional development
policy and immigrant absorption

National land ownership was a major instrument in the Israeli gov-
ernment’s ability to link the need to house masses of immigrants with
regional-planning goals such as population dispersal to the petiph-
eral and border areas (Brutzkus 1964; Law Yone and Kalus 1995;
Garon 1992). In the uncertain geopolitical situation of Israel’s early
years when the armistice-lines were not yet recognized as national
borders, government adopted a planning policy of distributing
towns and villages as widely as possible to the country’s peripheries
in order not to leave entire regions without a ‘Jewish stronghold’.
These national-development goals were buttressed by environmen-
tal and land-use policy goals that sought to deconcentrate the popu-
lation away from the central region (Brutzkus 1969). These regional
development goals were accomplished through the establishment of
some 30 new towns and hundreds of new agricultural co-operative
villages (Brutzkus 1964, 1969). Nationally owned land was the key
instrument for the implementation of this policy.
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But the policy of linking national land ownership and immigrant
absorption, while being a potent tool for achieving regional-
distribution goals, also had major negative outcomes. It has resulted
in some of the worst social disparities within Israeli society. The
lucky, better-connected or better-off households got access to
housing in urban locations, but others were encouraged (often
without being given other options) to go to petipheral locations such
as new towns or co-operative villages. This period was responsible
for much of Israel’s social inequality to date. Those who went
to the peripheral regions in order to gain permanent housing
tended to be the less socially mobile groups among the immigrants
(Kipnis 1990). The deprivations that characterize peripheral loca-
tions as such, compounded with initial social deptivation of many of
the immigrants, created regions where the new immigrants of the
1950s and eatly 1960s joined the lower rungs of the socio-economic
ladder (Swirski and Katzir 1978; Swirski and Bernstein 1980; Lifshitz
1990).

The policy of dispersing the new towns and villages as widely as
possible created nodes with few employment opportunities and usu-
ally with an undiversified economy base (Soen and Kipnis 1971).
Geographic isolation away from the country’s major cities exacer-
bated social disparities between the new immigrants and the existing
Jewish population. The design of the new towns to look ‘urban’
and be composed of apartment blocks without offering most of
the benefits of urban concentrations did not enhance the value of
the housing units (Lerman 1976). The more upwardly mobile
households tended to leave for better employment in the country’s
central region, so with each wave of immigrants, the average socio-
economic indicators of these new towns and villages tended to
decline further.

During the ‘comeback’ of mass immigration in 1990, some Israeli
politicians sought to re-link immigrant absorption, national land
ownership, and population distribution. But other decision-makers
regarded the availability of jobs to be an overriding condition for
good immigrant absorption, and they opted to reduce incentives for
immigrant location in the peripheral regions. The result was a com-
promise position that was guided by the de facto availability of land
reserves (Alterman 2002: 86—87).
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4 Encourage gradual disengagement of national land policy from
immigrant absorption

Since the late 1970s, Israel’s public land allocation and pricing pol-
icies gradually became disengaged from immigrant absorption
(though not necessarily through an explicit decision). That is, public
land was no longer allocated specifically for projects earmarked for
new immigrants, nor were special pricing mechanisms used to sub-
sidize land for immigrant housing. However, the public land instru-
ment was by no means entirely dropped from public policy; rather, it
became more targeted to general regional-development goals such as
the ‘population distribution’ policy rather than directly to immigrant
absorption.

The mass immigration wave from the Soviet Union in 1990 led the
government once again to view the allocation of national land for
immigrant housing as a major policy instrument in the immigrant
absorption strategy. Government planners scanned all areas of the
country for tracts of national land available for development.
However, the 1990 land policies differed significantly from the pol-
icies of the 1950s and 1960s. While the trigger was the mass immi-
gration wave, and the original notion may have been to renew the
policies of the 1950s, the policy that was finally developed turned out
to be much more sophisticated. Only a minority of the tracts were
allocated for housing for immigrants, while the majority were
allocated to new government-subsidized mixed housing available for
purchase by any interested households. As soon as the mass immi-
gration wave subsided, government resumed the full disengagement
of national land policy from immigrant absorption strategy
(Alterman 2002: 97-103).

5 Increase reliance on the market place in allocating public land

The pricing mechanism for the allocation of publicland forimmigrant
and other publicly initiated projects changed over time. In the initial
periods, a zero or close-to zero price was charged for land allocated to
immigrant housing. Gradually and incrementally, a market-emulating
pricing system was developed. During the 1960s and into the 1970s
this mechanism was called ‘chart prices’, policy-driven decisions about
the pricing of land according to categorties of preference. This mech-
anism was widely criticized for its arbitrariness, inequities and potential
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misuse, especially where high-demand areas were concerned. The arti-
ficial pricing mechanism was therefore gradually phased out and
replaced by a tender-based mechanism that applied to most allocations
of national land for any purpose (Alterman 2003).

However, when mass immigration resumed in 1990, policymakers
reinstituted subsidies of housing production through the pricing
mechanism for national land. Such land was allocated at no cost any-
where outside the central region, and at half costin the high-demand
central region where land values were very high. The decision-
makers soon discovered that in high-demand areas, the subsidy
through the land component would rarely reach the consumers, but
would be pocketed by the developers (Alterman 2002: 99). They
therefore reduced the subsidies in land in the central region. In 1992,
when the massive wave tapered down, these subsidies were phased
out entirely. The market-emulating mechanism for the pricing of
most national land allocations was reinstated. The only remaining
exceptions were the regular subsidies that applied to peripheral and
border regions (and since 2004 these too have been phased out).

6 Aim for a high rate of home ownership generally
and among immigrants

Finally, Israel should be a target of envy for other countries because
it has offered secure property rights in housing to most immigrants
(in urban areas). This has occurred gradually and incrementally.
Three sets of policies have contributed to this outcome: the consist-
ent reduction in the amount of new public housing for rental (Israel
Ministry for Immigration Absorption 1975; Alterman 2002: 47-58);
restrictions on eligibility for such housing (only the very poor or old);
increasing public expectation that households be able to purchase (or
long-term lease) a housing unit; availability of (modest) mortgages
for this purpose (to be discussed later); and a policy of encouraging
gradual purchase of public-housing rental units by their occupants —
most of whom are former immigrants or their offspring. Another
possibly relevant factor (though likely never to have been thought-
out as linked to the above policy) is that Israel has never had rent-
protection laws for housing constructed after statehood.

The outcome is that today, the majority of the new immigrants who
arrived atany time after the state’s establishment own their apartment or
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house. No such statistic has ever been assembled, but my assumption is
that the figure is approximately 65-70 per cent. Thete are, howevet,
marked differences in the number of years it has taken the immigrants
of the different waves to achieve home ownership. The latest wave of
new immigrants from the former USSR achieved an over 70 per cent
home ownership rate within a few years of their arrival (Alterman
2002: 113-114). But for the immigrants of the 1950s and 1960s it has
taken many years, at times a generation, to reach that point. Among the
latter, there were large disparities among ethnic groups — immigrants
from Europe tended to reach home ownership faster than immigrants
from North Africa and the Middle East (Law Yone and Kalus 1995).

Home ownership (usually condominium-apartment ownership) is
the main capital asset of most Israeli households. It has proven to be
amajor determinant of social mobility, and therefore a major tool for
immigrant absorption (Carmon 1999, 2001 for Israel; Alba and
Logan 1992 for the USA). Compared with rental, home ownership
has other important positive benefits regarding residents’ motivation
for upkeep and maintenance. It is therefore generally recognized as
an important player in physical and environmental quality of life
(Megbolugbe and Linneman 1993).

HOUSING PRODUCTION AND CONSUMPTION POLICIES

In forging housing policies, government institutions must decide on
three main issues: 2ype and extent of public intervention in the market, desired
housing standards, and targeted populations. Among these three issues I shall
use the first issue — the type and extent of public intervention — as the
main prism for viewing the evolution of Israeli policies for housing
immigrants. The other two issues will be incorporated in that discussion.

I don’t mean to imply that Israeli government institutions have
developed housing strategies for immigrant absorption in a compre-
hensive manner; that is rarely the way public institutions anywhere
make decisions. However decided, these three issues were part of
housing policy at any given time — whether as overt decisions, or by
default. However, before focusing on these particular aspects, one
should look at the position housing has occupied among the plethora
of policy issues relevant to immigrant absorption.



184 - Palestinian Refugees

Housing as lead issue

Unlike immigration absorption policies in many countties, including
the USA and Canada, in Israel housing has been viewed as the lead
issue with which government decision-makers must contend. In
many countries, immigrants are expected to look for housing
on their own. They often occupy substandard housing in inner cities
ot squat in makeshift housing on the urban outskirts. This has never
been part of Israeli public policy regarding immigrant absorption. In
setting public policy regarding priority areas in which government
should invest, housing has always taken the lead. This preference
held even during the 1990 mass immigration wave when Israel
was already an advanced-economy country (Alterman 2002: 81-89).
It had a well-developed private housing sector that conceivably may
have been able to adjust itself to the increase in demand, but with a
long time lag. During the interim, many immigrants would not
have had adequate housing and the unmet demand would have
driven up housing prices. So policymakers once again identified
housing as the lead issue, and directed the largest portion of public
investment into housing rather than into other areas such as eco-
nomic development.

The reasons why housing has always been seen as the lead issue in
immigrant absorption are probably deeply embedded in Israeli social
values and political expectations. The sight of homeless families has
been socially and politically unacceptable throughout Israel’s history,
irrespective of the country’s economy at that time. Politicians have
consistently viewed adequate housing as a mark of success in immi-
grant absorption, and homeless immigrants or their concentration in
substandard housing, as a starkly visible mark of failure.

The policy spectrum: type and extent of public intervention

Beyond the long-term consensus about housing as a priority area in
immigrant absorption, the particular strategy of housing provision
varied over time, reflecting changes in the economy, society, and the
role of government.

Figure 9.1 shows a schematic spectrum of housing policies
on the production side. The spectrum runs from direct government
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From direct government intervention to private-market production
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Figure 9.1 Housing production strategies: conceptual policy spectrum

intervention by means of state-initiated and financed construction
on the left, to reliance on the private market for all or most of hous-
ing construction initiatives and financing on the right. In the intet-
mediate parts of the spectrum one could place various mixes of
public and private roles in housing production, according to the
degree of government intervention in the marketplace. The three
interim-range policies included in this spectrum refer to particular
mixtures of policies applied in Israel at various petiods, as will be
described in the sections below. The policy on the extreme right has
never been practised in Israel and is added here only for the theor-
etical completeness of the spectrum. A similar spectrum con-
structed for another country’s context might show slightly different
policy mixtures in the interim stations.

In 1990 the special policies developed for the absorption of a mas-
sive number of immigrants from the former Soviet Union, were a
combination of policies from both the far and immediate past
(Alterman 2002: 97-103). Because the progress along the spectrum
of housing production policies has not been entirely linear, I have
notindicated the periods along the spectrum.

A concomitantset of policies applies to the consumption side. These
pertain to the manner in which households get access to public-sector
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Figure 9.2 Housing consumption policies: de facto spectrum of subsidies
and approximate periods

housing. Figure 9.2 presents the policy spectrum regarding con-
sumer-based subsidies as they progressed through time. The policy
movement along this spectrum has been entirely linear; therefore, I
have added approximate dates.

The discussion below will follow the division into periods set out
in Figure 9.2 and will deal both with the production side and the
consumption side policy spectrums. I shall devote more space to
the discussion of the two periods that I believe are most relevant
to the Palestinian Authority because they deal with mass immigra-
tion: the first period where direct government production policy
dominated and Israel — like Palestine — was in its most important
nation-building stage; and the most recent period where highly inno-
vative approaches were developed.

First period: divect government housing production
Jrom 1949 to 1965

During the early periods of mass immigration — 1949 to the eatly or
mid-1960s — the dominant production-side policy favoured direct
government construction. This was viewed as necessary to house the
masses of new immigrants. Construction took place on national land
and through government or quasi-government financing. This was
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true both for temporary housing sites and for permanent housing
construction (the land policy component was discussed above).

Temporary housing sites

At first, the major concern was finding shelter for recently arrived
immigrants, much of which had to be temporary. Between 1948 and
1950 about 400,000 immigrants arrived, almost all with no financial
means. The Jewish Agency was the main body in charge of tempor-
ary accommodation. It was the pre-state governing body of the
Jewish sector, which in Israel’s early years was better organized than
the embryonic government bureaux.

During those stressful years of war and incipient statehood, the
authorities were able to offer the majority of immigrants only tem-
porary housing. The types of housing ‘solutions’ delivered duting
1948 to mid-1950 — the period of greatest urgency and poorest
public resources — included immigrant camps, various dormitory
facilities, rural temporary housing, and cohabiting with relatives.
These categories total about 55 per cent of the accommodation
types used by recently arrived immigrants (Jewish Agency 1959). In
addition, about 124,000 (31 per cent) were to be housed in Arab
houses and apartments vacated during the war (Carmon and
Czamanski 1990: 514; Jewish Agency 1959). Some of these housing
units turned into permanent housing, others remained temporary
because they were sub-standard. I estimate that during 1948-1950,
65-70 per cent of the immigrants received temporary housing. This
percentage increased still further in the following years since the
formerly Arab housing stock had been exhausted during this early
period, while permanent housing had not yet been completed in any
significant amount. The role of the temporary camps and transit
sites increased, and hundreds of thousands passed through them.

The temporaty camps and transit sites deserve further description
because they have become the symbol of the time in both collective
and individual recollection. In 1949 the Jewish Agency established its
‘Camps Division’ whose first project was to prepare a site on the out-
skirts of the port city of Haifa where immigrants received initial shel-
ter. This massive tent camp handled about 1,000 immigrants entering
ot leaving daily. In total, 127 camps had been built by 1951 and
250,000 people had lived in them (Bernstein 1980: 6). Each family
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received a tent of some 16 square metres, and the toilets and bathing
facilities were collective (Darin-Drabkin 1955: 36). Conditions in the
tent camps were often intolerable, especially during winter.

The fear of social unrestand the financial burden of supplying the
immigrants’ full needs (employment was hardly possible for these
short-term residents) led the Agency in 19501951 to begin the con-
struction of ‘transit-housing sites’ (wa’abarof) (Bernstein 1980).
These were to supply interim housing until permanent housing was
ready. In these sites a variety of temporary inexpensive structures
were tried out: ‘cloth housing’, ‘tin housing’, ‘asbestos housing’,
wooden shacks, and housing made of a mixture of temporary and
some permanent construction materials (Darin-Drabkin 1955:
36-35). These units were tiny in size, with external toilet facilities,
although some had running water. The number of immigrants who
lived in these transit sites is estimated at 260,000 (Bernstein 1980: 6).

Of all the housing categories of the first period, it is the tent
camps and transit sites that have remained as a collective symbol: a
symbol of hardship for the hundreds of thousands of Israeli families
who passed through them; a symbol of ethnic discrimination; a rally-
ing flag for some politicians; and a symbol for decision-makers and
planners of what to avoid in the future.

Permanent government-constructed housing

In 1952, the Jewish Agency and the government set out on one of the
wotld’s most ambitious housing agendas — to supply permanent ade-
quate housing to the new immigrant households who were living in
temporary housing and to those who were yet to arrive. By 1964,
despite the country’s low GDP, a hefty 500,000 units were constructed
by the public sector (Carmon and Czamanski 1990: 519). This repre-
sented some 70-80 per cent of all housing starts in those years (ICBS
1997). It included both housing constructed directly by government,
and housing constructed by a variety of quasi-public agencies. Among
these were the Jewish Agency’s housing corporations, the Labor
Union’s (bistadrut) housing and construction corporations, and vatious
otherideological or political party-based organizations. All these agen-
cies received national land at no or very low cost.

The desire to construct as many housing units as possible in a
short time often led the authorities to compromise on building
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design and construction quality. The government’s chronic shortage
of foreign currency for importing building materials and equipment
also contributed to this negative outcome. The construction stand-
ards were basic, and inexpensive materials were used (Carmon 1997,
Darin-Drabkin 1959). The need to save on costs of construction (or
at least, the perceived short-term savings) led central-government
planners and atchitects to opt for very small apartment sizes
(Glikson 1958).

The massive construction project was conducted centrally, and
was only marginally sensitive to differences in residents’ needs and
preferences. Yet, even in the early years, the physical standards for
newly constructed housing usually required in-house toilet, running
watet, electricity, and sewerage connection (Darin-Drabkin 1959:
90). These standards represented a higher physical-facilities level
than at that time prevalent in most Eastern European countries and
even some western European ones.

The floor areas of the housing units constructed were extremely
small. In the early 1950s, the urban housing constructed typically was
only 24 squatre metres in size, often in low-rise double-attached or
row housing. Located on the outskirts of urban areas, this housing
had a quasi-rural design with relatively large lots that were planned to
serve as home vegetable gardens to supplement the families’ income
(Glikson 1958). In many cases, however, the food-supplement
assumption never worked out, whether due to economic reasons or
the planners’ faulty cultural assumptions. The extra land could not
compensate for the sizes of the grossly inadequate housing units.
The gardens lay barren in Israel’s hot climate, whereas the cost of the
dispersed infrastructure was very high.

In order to overcome these deficiencies, from the mid-1950s
onwards, decision-makers changed the policies regarding housing
design in favour of more urban densities (though by no means high).
Walk-up apartment buildings with two to four stories were con-
structed, with ample spaces among them (once again reflecting the
absence of a pricing mechanism for land and the modelling on
European-type housing). Apartment sizes were gradually increased,
at first to 28-32 square metres, then to an average of 44 square
metres, and by the mid-1960s, to 60 square metres (ICBS 1997). The
increases in size applied only to new units, so that the cumulative
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stock contained many very small apartments. But even the improved
apartment sizes were still grossly inadequate for most families, espe-
cially for the many large families who arrived from North Africa and
the Middle East.

The consumption side: group focus, vental public housing
and purchase options

The focus during this period was on the immigrants as a gro#p whose
basic needs had to be met rather than on sndividuals and their choices.
Since immigrants usually arrived in groups, often from the same
country, the group focus also enabled the authorities to ‘send’ people
to particular housing sites, temporary or permanent.

At this initial period, alarge proportion of the publicly constructed
permanent housing was allocated via rental. Rental charges were low,
and heavily subsidized by government. Very eatly on during this state-
building period, the central government and the Jewish Agency
developed policies to encourage renters to purchase (usually, to long-
term lease) their housing units (Jewish Agency 1959: 72). These
included rent-to-buy programmes, subsidized mortgages with alow ini-
tial payment, and an artificially low appraisal of the value of these units.

The eligibility criteria for both temporary and permanent housing
were simply that the family in question was a newly arrived immi-
grant family.” No income or property tests were used (nor were they
relevant in most cases since the vast majority of immigrants during
this period were penniless). For permanent housing, the eligibility
criteria also included a determination that the household had no
other permanent housing, In later years during this period, families
who were housed in permanent but substandard structures became
eligible to move to better housing, if such were available.

The outcomes of government-constructed housing

The goal of the mammoth public-housing project was to provide a
permanent housing unit for each immigrant household. That goal
was more-or-less achieved by the early to mid-1960s (Namir 1972).
So, in quantitative terms of output (and in comparison with other
countries of a similar per capita GDP) the national housing project
was immensely successful. Furthermore, as we saw in the section on
land and property rights, though much of the housing was initially in
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rental tenure format, gradually many of the residents or their off-
spring managed to gain ownership of their original apartment or a
future one (Jewish Agency 1959). Thus the public housing stock has
served as a capital jumping-off point for many families, who were
then able to gain mobility to better housing.

Today, the residents of public rental housing are not a large group
in Israel. Many ate eldetly persons or descendants of the immigrants
of the 1950s and 1960s; others are new immigrants from the former
Soviet Union. The total public rental housing stock in 2004 is esti-
mated at about 75,000. It is further declining through a variety of
purchase-by-residents programmes. Only part of this housing stock
dates back to the 1950s and 1960s (and has been upgraded since),
while the rest was built later. The very fact that today there ate only
several tens of thousands of public-rental units indicates that the
bulk of the housing stock constructed by the government in the
1950s and 1960s has been purchased by the residents. This attests to
the success of Israel’s housing policy even during Israel’s initial years
of very tough circumstances.

Howevet, in other terms the public housing project was less suc-
cessful. The sizes of apartments constructed by government and
quasi-government bodies contrasted sharply with the sizes of apart-
ments constructed by the private or associations sector’ ICBS 1997,
Darin-Drabkin 1959). The private sector continued to operate after
Israel’s establishment and catered to those sectors of the population
that could afford it. Statistics show that the disparity in sizes is main-
tained throughout this period. Thus whereas in 1950 the average size
of housing built by the public sector was about 34 square metres, the
equivalent in the private sector was about 63 (ICBS 1997). By 1965
the respective numbers were 60 compared with 90.

This disparity is compounded if one looks at household sizes and
degrees of crowding. Those who could afford to purchase housing
on the private matket tended to be of European origin and had, on
average, smaller families than the average for the new immigrants
from North Africa and the Middle East. The outcome was that there
was a stark disparity between the average levels of crowding among
population groups, depending on their length of stay in Israel. In
1957 about 70 per cent of the immigrants who had arrived since 1948
lived in crowded conditions of over two persons per room (including



192 - Palestinian Refugees

the living room) and a hefty 19 per cent had an average of more than
four persons per room (Darin-Drabkin 1959). By contrast, among
those who had arrived pre-State, only 6 per cent had over four per-
sons and only 39 per cent over two persons per room. Criteria of
crowding were not applied in the allocation of housing until a decade
ot so later. Only then did public policy attempt to adapt housing-unit
sizes to family sizes.

The mass construction of apartment blocks by a central body
often also fell shortin the qualitative aspects of design. The buildings
were designed in a modern style of rectangle blocks modelled on
European social housing of the time (Tanne 1959). This reflected the
norms according to which most of the architects had been educated.
The architecture was almost uniform, irrespective of difference in
geography, climate, water availability for garden maintenance, or
topography. The architects were oblivious to the differences in
family, residential, and design cultures among the many ethnic
groups of immigrants (Carmon and Czamanski 1990; Carmon 1999;
Lerman 1976). There was little room for adjustment to different
modes of living, and little room for individual stamping. The
greatest disparity pertained to immigrants from the Middle East and
North Africa, many of whom had been accustomed to living in a
large common room or perhaps two, and a large courtyard (Swirski
and Bernstein 1980: 32). The format of a small apartment divided
into small rooms was alien to their lifestyle.

This type of disparity is likely to apply to many of the potential
Palestinian returnees, especially those who have been living in
refugee camps or villages.

Many of the buildings directly constructed by government deteri-
orated within a few years, not structurally, but functionally. In retro-
spect, the ‘saving grace’ of this housing was the spacious layout and
the relatively small number of floors (three or four). This fact turned
out to be the major unanticipated asset that in the 1980s enabled the
national large-scale Project Renewal to target many of the eatly
immigrant neighbourhoods and upgrade them. The most effective
upgrading went beyond renovation, to upgrade the size of apart-
ments. Before Project Renewal, this was done mostly by joining
together two adjacent original-size apartments into a larger com-
bined one. After the 1980s, a more audacious programme was



Land and housing strategies - 193

applied, which enabled construction of entire new slabs attached to
the original apartment building. These slabs added significant floor
space to each apartment in the buildings, but only if the residents
were interested in such intervention (Carmon and Hill 1993; Carmon
2002). Such additions were made physically possible thanks to the
ample spaces between adjacent apartment buildings constructed in
the 1950s, and would have not been possible had the layout been
more dense ot the buildings much taller.

Second period: from direct government production to direct
subsidy policies —1965 to late 1970s

By the 1960s government planners and politicians realized that con-
tinued reliance on centrally designed and constructed housing would
be a mistake. Herewith began a consistent trend of gradual reduction
in the proportion of direct state-constructed housing and a con-
comitant rise in the role of the private sector in meeting national
housing goals. National housing policy gradually moved along the
spectrum of housing policies depicted in Figures 9.1 and 9.2, away
from the public extreme, edging its way towards the second station
on the way to the private-sector side.

The termination of the temporary and transit housing sites neces-
sitated a new solution for those newly arrived immigrants who did
not go directly to permanent housing of their choice. I shall first dis-
cuss the ‘Absorption Centres’ idea that emerged during this period,
and will then move on to discuss the policies of this period concern-
ing housing production and consumption.

A substitute for temporary housing: the absorption centres policy

From the late 1960s until 1987 Israel’s immigrant-absorption policy
featured the idea of ‘absorption centres’. These centres combined
several functions in one: temporary housing along with essential ser-
vices such as restaurant, laundry, and storage; a language learning
centre and lecture hall (since Hebrew was not, nor is it today, the
mother tongue of most immigrants); childcare facilities such as day-
care, kindergarten, and playground, a youth club and a synagogue.
The philosophy behind these centres was that new immigrants
often encounter ‘culture shock’, and that these centres would
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provide the social and educational means and the mutual exchange of
information to cushion this shock. Each immigrant had the right to
spend several months in an absorption centre. It was assumed that
since all their daily needs were taken care of, the immigrant family
would be able to use their stay in the absorption centre and the guid-
ance provided in order to search for permanent housing of their
choice. Butin fact, the centres tended to isolate the immigrants, often
lengthening rather than shortening the immigrants’ integration into
Israeli society and the economy. Some immigrants developed a
dependence on these centres, reducing their drive to find housing
and work in the ‘real wortld’ (Leftman ez a/ 1980).

In 1986—1987 these shortcomings brought about the decision to
phase out the absorption centres in favour of a new policy, the ‘direct
absorption’ policy, the epitome of the individual-focused approach
(Mikonovski and Caspi 1991). The absorption centres were subse-
quently used only to house immigrant groups with special needs, such
as Bthiopian Jews who immigrated in groups in the 1980s and 1990s.

The consumption side: from group-based to individual-based

The group-based policy of immigrant absorption continued until
the mid-1960s. In 1965 the policy was changed, to focus more on the
individual household. This change of course followed the decline in
numbers of immigrants. It also reflected the accumulated dissatis-
faction with the outcomes of the eatlier policies, especially those
that directed new immigrants to ‘development towns’ and mass-
constructed neighbourhoods (Soan and Kipnis 1971; Lichfield 1972;
Swirski and Bernstein 1980; Kipnis 1990; Lifshitz 1990; Gonen
1990). Instead of a policy that offered the immigrants only limited
choice about the desired housing type and location, the new policy
encouraged private choice, though still within limits.

Beginningin 1965, Israeli social housing policy, which in the 1950s
had been largely focused on immigrants, expanded to cover broader
groups of the population. This became necessary as new families
were formed, most of whom could not afford the type of housing
size or location that the small private sector was constructing.

So, planners and decision-makers at the Ministry of Housing setup
the rudimentary elements of Israel’s ‘housing eligibility’ policy that
has become a major attribute of Israel’s housing strategy to date. The
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concept was that certain categories of households would be con-
sidered as ‘eligible’ for financial help in purchasing (or long-term leasing)
a housing unit. As during all periods of Israeli housing policy, public
rental housing remained restricted to the very poor and the elderly.

The main categories of eligible households were (and still are)*:
new immigrants; young couples married within a specified number
of years; and households living in substandard or crowded housing
(the definition of crowding has changed over time with the rise in
housing standards) (Fialkoff 1988: 11). New immigrants wete, and
still are, eligible for better levels of rent support, mortgage sizes, and
mortgage interest rates than non-immigrant Israelis.” Unlike the
immigrants, the levels of financial support for which non-immigrant
households were eligible were based on socio-economic characteris-
tics of the couple’s parental families. The eligibility assessment
method evolved gradually over the years, becoming more and more
sophisticated in the use of socio-economic indicators.

Direct production subsidies: public-programme housing,
1965-1979

The gradual reduction in direct housing production by government
agencies did not mean a retreat from the high position that housing
held in Israeli public policy priorities. I'll even hazard to say, that the
reduction in the onerous load of designing, financing, executing,
delivering, and managing housing production allowed government
agencies the ‘space’ to develop a broader and better housing policy.
Rather than focusing mainly on new immigrants, the Ministry of
Housing (and in the rural sector also the Jewish Agency) gradually
extended its concern to broader sectors of the population and tried
to tailor policies to fit a variety of household needs and capacities to
pay. A variety of subsidy policies were developed, some instituted
temporarily and experimentally, others applied on a long-term basis.

The guasi-public housing corporations

From the mid-1960s to the late 1970s, government policies stood at
the second ‘station’ of Figure 9.1 and were based largely on direct
subsidies to quasi-public producers. A small portion of the units was
still to be constructed through direct governmentinitiative and fund-
ing (Israel Ministry of Immigration Absorption 1975). However, the
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main part of the new housing policy relied on quasi-public develop-
ment corporations as producers of social housing by means of pro-
duction subsidies (Carmon and Czamanski 1990: 519-521). These
corporations (most of which have since been privatized) were owned
by the National Labor Union (bistadrut), the Jewish Agency, various
political organizations, and various other organizations recognized
by the Ministry of Housing.

The housing corporations were obliged to build the subsidized
housing in designated locations, according to the specific guidelines of
the particular ‘Program Specifications’ defined by the Ministry of
Housing for each site. The Ministry’s planners were guided by an over-
all national target of annual production of units and their desired dis-
tribution among the various population groups and regions (in
accordance with the national population distribution policy). The pro-
gramme developed by the Ministry of Housing’s architects and plan-
ners for each site became part of each developer’s contract. It was
rather detailed, specifying the number of units, their sizes, their target
populations, and even their detailed design. The development compa-
nies had little leeway for making decisions. To ensure affordability,
there were also restrictions on the maximum size of housing units. The
result was that much of the public-sector housing units could easily be
distinguished (in the negative sense) from private-sector ones.

During this period, the developers of public-programme housing
received direct subsidies in land and infrastructure (see also the above
discussion under ‘Land policy’). In brief, public land was usually allo-
cated to these corporations at a price much below market value. Some
of these corporations received tracts of land that were much larger
than needed to fulfill their foreseeable share of building public-
programme housing. (In some cases, this accumulation of land
turned out in subsequent decades to be a great source of enrichment
of these later-privatized corporations). In addition, some or all of the
infrastructure and public services were also subsidized by govern-
ment budgets. The actual construction of these services was some-
times done by state Public Works Department, at other times by the
quasi-public development corporations with government financing.

Itis important to note that duting the petiod 1965 to 1979 (approx-
imately), those who had ‘eligibility status’ for subsidized mortgages
could use them only towards the purchase of public-programme
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housing produced by the authorized corporations (Sasson 1992:
18-19). The eligible households were allowed to use theit subsidized
mortgages only toward the purchase of housing-corporation units
(and not private-market housing). Thereby, the housing corporations
were in fact ensured a consistent level of demand. Thus, the public-
programme housing units were in effect subsidized both on the pro-
duction side and on the consumption side.

The outcomes of the 1965—1979 housing policy

The outcomes of this periods housing policy were mixed.
This policy was in part a reaction to the centralized uniformity of
design and construction standards. In this respectit succeeded some-
what in softening the edge of public-sector housing. Nevertheless,
the degree of control imposed on the developers through the
detailed ‘public programme’ concept still produced less variety in
housing types and sizes than the market demanded, and too
much uniformity of design (Carmon 1997; Tanne 1959). This led to
continued tagging of subsidized housing and in many cases, to their
long-term deterioration (some became the targets of Project
Renewal in the 1980s).

At the same time, this housing policy was socially more successful
than the direct government-constructed housing of the 1950s. The
fact that households with different backgrounds and different levels
of need (expressed in a variety of eligibility levels) could purchase
housing in the same neighbourhood or apartment block created a
greater social mixture than before. New immigrants were no
longer concentrated in housing earmarked for them. Furthermore,
since the eligible households could shop around a variety of semi-
public producers, this policy produced a quasi-market process. The
developers built housing units with some variety in price levels that
reflected location, and to some extent also differences in apartment
size, density, and design. Socially uniform housing was partially
avoided. Such outcomes were better for immigrant absorption
than the policies of the previous period, but not yet good enough.
The proof is that within a decade or two many of these units
deteriorated in upkeep and price levels, trapping their residents in
low-value housing units that would hamper the residents’ capacity
for social mobility.
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Third period: indirect production incentives —
Public-programme housing, 1979-1989

Starting in the later 1970s or early 1980s, Israel’s housing policies
moved into the third ‘station’ of the production-policy spectrum in
Figure 9.1, mostly relying on éndirect subsidies. Partly reflecting the
all-times low in the rate of immigration and partly the privatization
trends in the general economy, Israel’s housing policy took several
large steps towards the private-sector side of the spectrum.

Opening the private housing market to eligible households

The main change was to enable eligible houscholds to use their sub-
sidized mortgages on the open housing market, whether new or
second-hand. Subsidized mortgages could be used towards the
purchase of any housing type, in any urban area (Sasson 1992: 17).
(The levels of support continued to vary by region, according to the
population distribution policy.) That meant that decision-makers
could relax the reliance on housing produced or directly subsidized
by the government.

By 1988, the government’s direct share in housing construction
steeply declined, reaching only 5 per cent of housing starts
(Alterman 2002: 53-56). Most of the quasi-government corpot-
ations were privatized (often along with the public land reserves they
had accumulated during the previous period). The public pro-
gramme share of housing starts also shrank greatly, from about
60 per centin the 1970s to only 15 per centin 1989 (CBS 1997).

The circle of developers who were eligible to participate in public-
programme housing production was gradually enlarged. Private
developers could present their candidacy to become authorized
housing corporations and the Ministry would assess their size, cap-
ital, past performance, and reliability. These companies could then
compete in tenders put out by the Ministry of Construction and
Housing (or at times, by the Lands Administration).

Indirect incentives to private developers in the
public-programme housing

The Ministry of Housing’s goal was to ensure that housing remained
affordable to eligible households. Therefore, the locations where the
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housing was to be built were not in high-price areas (Haber 1975). At
the same time, the Ministry of Housing’s policy was to serve all
regions of the country, not only the peripheral regions. Affordability
was to be enabled by placing caps on the sizes of apartments permis-
sible for purchase with a subsidized mortgage by households of
various sizes (Sasson 1992: 18).

The public programme specifications that the Ministry of
Housing gave out to developers became more flexible and market-
oriented than during the previous period. While the location of the
housing project, the number of housing units, and approximate
breakdown into types and sizes of apartments would be predeter-
mined in the programme, the detailed architectural design was no
longer done by the Ministry of Housing but by the developet’s archi-
tect (Carmon and Czamanski 1992). To promote social mixture, the
Ministry adopted a policy that required the developers to design a
variety of housing types and apartment sizes within each housing
complex.

The subsidies offered to the developers were smaller and less
direct than during the previous period (Sasson 1992: 15-21). The
system of large bonuses granted through artificial land prices was
abolished in favour of a system of tender, but because the minimal
price was set by the public land appraiset’s office, in some cases there
might be a small subsidy folded into the price of the land. However,
in regions outside the high-demand areas, land prices were sub-
sidized outright, the rate of subsidy changing from time to time and
from region to region. In high-demand areas, local infrastructure
costs were to be largely financed by the developer, with the Ministry
or the Lands Administration participating to a lesser extent than in
the past. Some land or development-based taxes were also relaxed. In
addition, the degree of uncertainty about demand that developers
faced was at times lower than on the open market because the
Ministry had already performed an assessment of the market of
households eligible to buy the public-programme housing,

The outcomes of the 1979—-1989 housing policy

The quasi-privatization policies of the 1980s on both the production
and the consumption sides had very positive outcomes. The sizes of
apartments and their variety were greatly increased compared with
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the public-programme housing of the 1970s, but were still smaller
and therefore more affordable than the private sector was building
(CBS 1997). The architectural designs became highly varied, and the
quality of construction was high. Allin all, public-programme hous-
ing became almost physically undistinguishable in quality or design
from private-sector housing, yet the prices were usually lower.
Because the categories of ‘eligible households” had been expanded,
and thanks to the Ministry of Housing’s policy of encouraging a mix-
ture of apartment sizes in each apartment complex, the socio-
economic mix of residents became potentially more heterogeneous
than in the past (Sasson 1992: 22-23).

However, in some locations the contrary occurred: the social mix-
ture was more uniform than in the past. The fact that more and more
eligible households chose to use their housing support to purchase
housing on the open market meant that public-programme housing
attracted households that had few other choices. The Hebrew term
for ‘housing for the eligible’ increasingly became a euphemism for
housing for the poor. The 1980s that saw accelerated social change in
Israeli society, also brought about an increasing number of exclusion-
ary decisions by local planning bodies along socio-economic lines.

The fourth period: the housing production strategy developed
for the 1990s mass immigration wave

In 1990 when mass immigration resumed, the consistent movement
towards the private-market side of the policy spectrum took a
sudden partial turn-around. The government found itself having to
move partly back towards the public intervention side of the spec-
trum — but with a difference. Public policymakers feared a repeat of
the housing policies of the 1950s and tried to develop policies that
would have ‘antidotes’ against 1950s-like policies.

The decision-making process that accompanied the most recent
wave of mass immigration was unlike any that came before. By
November 1989, when the gates of the USSR suddenly opened for
Jewish emigrants, Israel had thoroughly changed compared to its
eatlier decades. The 1980s wete the lowest immigration years since
Israel’s founding. The general public had almost forgotten the hous-
ing crises of the early years and the policies that accompanied them.
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Israel had entered a decade of relative stability. The trends of privat-
ization and deregulation in the economy had progressed far.
Suddenly, between late 1989 and the beginning of 1990, came the
mass-immigration crisis. The estimates were that within three to
five years, between one and two million people would arrive.
Government policymakers had to ensure enough housing so as to
avoid two dangers: homeless immigrants on the one hand, and a hike
in general housing prices due to over-demand on the other hand. So,
urgently they sought for ways of increasing the housing stock as
quickly as possible (Alterman 2002: 88—-90).

The strategic dilemmas facing decision-makers

The 1990s housing production programme had cleat, quantifiable
goals: to maximize quantity and minimize production time, while yet
ensuring a reasonable quality of housing. In the spring of 1990, when
the official estimate of new immigrants was one to two million
within three to five years, planners at the Ministry of Housing esti-
mated that the public-programme housing sector would have to
increase its production rate 14-fold, from the pre-crisis rate of some
5,000 units to 70,000 units annually. These would be added to the
15-20,000 units supplied by the private sector in a typical pre-crisis
year. (Alterman 2002: 109-113).

In the initial stages of policymaking during this crisis, government
decision-makers faced the following strategic dilemmas (Alterman
2002: 86-87).

o Government or private-sector construction? Should the government
resort to direct construction of public housing, or should it hat-
ness the financial and production capacities of the private sector
to the greatest extent possible? Recall from the previous section
that, by the 1980s, direct public-budget housing constructed by
the government had declined to a small fraction of the housing
starts. Even public-programme housing, built on public land with
private capital, and usually for market-rate sale, had declined to
about a sixth of housing starts.

*  Build a stock of temporary housing for the short range or only permanent
housing? Should there be extensive reliance on temporary housing
that can be built quickly with public funds, or should resources be
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directed to permanent housing, even at the risk of having to use
interim emergency shelter facilities?

Concentrate or disperse temporary housing sites? 1f large-scale tempor-
ary housing were necessary, should it be concentrated in large
sites, or should it be dispersed? Could temporary housing be
planned and designed to minimize its long-term negative effects
and enable the transition to permanent housing?

Target new construction for new immigrants or increase the general housing
stock? Should the government opt for new housing starts designed
specifically for new immigrants, or should it prefer a social mixture
of new immigrants and Israelis? The latter option would mean
that the general stock of new housing should be increased. To be
marketable, the standard of such housing would have to be higher
than housing designated for new immigrants only, thus requiring a
greater investment of both public and private funds.

o Should new housing be located in regions of national priority, or where there
are more job opportunities? In the selection of locations for the new
housing, should the opportunity of mass immigration be used to
boost the long-standing policy of population dispersal to the
peripheral regions, or should employment opportunities in the
country’s central region be the overruling consideration?

The crisis atmosphere enabled decision-makers to question
entrenched ‘sacred cow’ policies. The Ministry of Finance’s econo-
mists wete the first to address the dilemma of population dispetsal
versus jobs. For the first time in Israel’s history, a government body
recommended a departure from the policy of population dispersal
by halting any new incentives for development in the periphery.
However, the Ministry of Finance’s recommendation was not
adopted at that time. Its document was also the first to suggest relax-
ation of the hitherto ‘untouchable’ policy of agricultural land con-
servation. That policy had for decades been a major stumbling block
before both public and private developers who proposed the con-
version of agricultural land for development on a large scale, espe-
cially in the country’s central areas where demand was concentrated.
The Ministry of Finance document was also the first to state the need
for new land-use planning legislation to streamline the processes of
plan approval (rezoning) and building permits.
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The components of the 1990 housing production programme

After debating these dilemmas, planners and policymakers in the
Ministry of Housing finally developed a programme that, they
believed, would provide enough subsidies and incentives to stimulate
the construction of the needed amount of housing, Theit pro-
gramme strategy was a compromise between two views: the first was
thatlarge-scale direct government-constructed housing was the right
solution. The second view was that government should limit its role
to regulation and the provision of approved sites on public land, but
the private sector should carry out the actual construction with pri-
vate capital, according to market demand, in a manner akin to the
strategy developed during the 1980s — the third period discussed
above (Alterman 2002: 53-50).

The compromise solution called for a relatively small number of
several thousand ‘emergency’ units to be built as early as possible
through direct government financing. However, most of the housing
starts would be built with private capital but with government incen-
tives and subsidies. This type of strategy was not new — it was similar
to elements of the public-programme housing that prevailed in
Israel’s housing policy during the second and third periods discussed
above. What was totally new was the highly fortified formula of sub-
sidies developed for this crisis — a formula very different from any-
thing that had existed before. In terms of the Figure 9.1 spectrum,
the new strategy combined elements from the third and fourth
‘stations’ on the one hand, and the first station on the other.

Also very new was the overriding policy of ‘direct absorption’
(Mikonovskiand Caspi 1991). That s, mostimmigrant groups would
be expected to find housing on their own — whether rental housing
(with rent allowance) for the initial period, or permanent housing
with a subsidized mortgage. The Absorption Centres concept,
phased outin 1987, was not reintroduced, except for a small number
of very needy groups.

Government-supplied temporary housing

The direct government-constructed housing was of two types: tem-
porary sites for mobile homes (‘caravans’) and permanent but (hope-
fully) rapidly constructed and modestly priced low-rise housing
(‘emergency housing’).
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The Minister of Housing wanted to import 60,000 mobile home
units because he feared that permanent housing construction would
take too long and thousands of families would lack any ‘housing
solution’. The Ministry of Finance, fearing a gross waste of national
resources, wanted to minimize the number. The compromise was
that 27,000 units were imported from several countries, after a
worldwide tender. Planners from the Ministry of Housing and the
Lands Administration located undeveloped sites, each of which

could accommodate several hundreds or thousands of caravans
(Feitelson ez al. 1992; Borukhov 1998: 211).

Government-constructed permanent housing (tagged ‘emergency housing)

The second component of government-constructed housing was
12,000 so-called ‘emergency housing’ units. This was a misnomer
because these were permanent but small (45—-60 square metres) low-
rise units (‘ground-attached’ in Israeli planning jargon). These were
designed so as to allow for expansion in the future either laterally or
through a second floor. These units would be located on sites that
could accommodate a few hundred, at a density of about 1620 to
the net acre (40-50 to the hectare). These were to be constructed
only in development towns, especially in peripheral areas — the
Galilee and southern area. The construction was to be inexpensive
and with few frills.

The government-constructed units of the 1990s turned out to be
sustainable both socially and environmentally, thanks to their low-
rise format, and their wise design as ‘expandable units’ through a
second floor.

The subsidy and incentives formula for the public programme
private-capital housing production

At the beginning of the crisis, the Ministry of Housing’s planners
and the developers spent months bargaining over the incentive pack-
age. The developers held back action, and were tough negotiators.
Only in late summer and autumn of 1990 did the Minister of
Housing convince the Cabinet to override the Ministry of Finance’s
opposition to a more generous package of incentives to the
developers (Alterman 2002: 97-100). The package of incentives and
conditions was composed of several main elements:
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Bonuses for speed and innovation in construction modes: This incentive
offered very generous bonuses to stimulate the speed of con-
struction. These could reach $15,000 (per unit?) if a unit were
completed within seven months or less. Bonuses for longer
periods were also generous.

o _Allocation of public land- The second type of incentive called for the

allocation of public land to developers at no cost. This policy was
applied equally in most parts of the country excepting the high-
demand central region where subsidies were at ‘only” half-price.
Since land prices there were much higher than on the periphery,
the value of this bonus was very significant. In late 1991, this
policy was abolished for the central region, as evidence corrob-
orated initial expert opinion that in a ‘sellers” market’ subsidies
accrue to the developers and are not passed on to the immigrants
or other consumerts.

Infrastructure costs covered: This incentive did not draw as much
attention as the previous two. The Ministry of Housing offered
to cover virtually all developers’ infrastructure costs — roads,
sewerage, and public services.

The buy-up commitment: This subsidy was perhaps the most
significant. The developers argued vehemently that a buy-up
commitment was necessary, but government was very reluctant
to grant it. The developers were concerned that they would need
to commit huge resources in the face of great uncertainty. They
argued that to increase production capacity dramatically, they
would have had to invest large sums in new equipment; import
manpower; train local labour, and absorb high financing costs.
Yet, the immigrants might suddenly stop coming or might not
have enough income to obtain financing for mortgages. After
tough negotiations, government finally agreed to buy up any units
that developers did not succeed in selling within a specified
period of time, and to pay the developers 100 per cent of the
agreed-upon value of each unit. In the high-demand central
region, the government committed itself to buying up ‘only’
50 per cent of the units. The buy-up commitment, however, had
a price ceiling, as noted next.

o A price ceiling: A ceiling of approximately $80,000 was set for the

buy-up commitment. Since most developers wanted to be eligible
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for the exercise of the buy-up commitment, if that became nec-
essaty, it was assumed that they would keep to the price ceiling.
The ceiling was intended to serve two purposes: to ensute that the
new housing would be affordable, and to save on public funds
should the government have to activate its buy-up commitment.

N restrictions on the ‘status’ of the potential buyers: This incentive was
a notable departure from the traditional policy of public-
programme housing in which the housing was specifically desig-
nated for new immigrants and other earmarked households such
as young couples. Since the purpose of the crisis-time pro-
gramme was to increase the foza/ housing stock, it was decided
that all the units could be sold on the open market, to anyone.
This policy also served the planning goal of avoiding social seg-
regation and neighbourhood detetioration, and the developers’
goal of opening the market to anyone who could pay. This rule
helped increase the potential demand for the public-programme
housing, making it even more attractive to developers.

»  Uniform application: The incentive programme was to apply coun-
trywide, to all local authorities and all sites on public land that the
government slated for public-programme housing (with a distinc-
tion between the central and peripheral regions). But despite the
ostensible uniformity, the price ceiling was not always maintained,
as the Comptroller General noted in her 1992 Report (Alterman
2002: 111). Furthermore, some astute local authorities were able
to negotiate minor variations in the programme, such as better
design control or use of external materials, as I have shown in pre-
vious research that compared how two ‘matched’ local authorities
handled the ostensibly uniform centrally imposed guidelines in
significantly different ways (Alterman 2002: 146—-169).

The economically sophisticated formula for public programme
private-capital housing of the 1990s turned out to be very successful
in stimulating the private housing construction market to produce an
amount of housing ten-fold its usual production.

Tax excemption to enconrage the private rental market

The only incentive provided during the crisis to the private housing
market was an exemption from the 10 per cent income tax that
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applied to private rentals before the crisis. This initiative, proposed
jointly by Housing and Finance, was enacted in 1990. In the virtual
absence of housing constructed especially for rental (this has been so
throughout Israel’s history), the ad-hoc rental market by individuals
who own more than one apartment or are abroad has provided the
major rental stock in Israel. Many economists and planners credit the
tax exemption with the greatincrease in the rental housing stock that
suddenly appeated during the mass-immigration crisis. I have my
doubts because much individual rental income was never reported
either before the crisis or during it. The increased supply was due to
a steep increase in demand and the resulting hike in prices that made
it lucrative to rent out vacant, pootly maintained, or previously con-
verted housing units.

Consumption-side policies in the 1990s: the evolution of subsidies
to eligtble households for rental and for purchase

The policies developed during the 1990s were the most sophisticated
not only on the production side, but also in the consumption side.
Before introducing these in detail, I shall summarize the evolution of
these policies until the 1990s.

The evolution of consumer-side policies until the 1990s

A consistent element of Israel’s housing financial support policy to
immigrants has been to provide them with enough money to rent
housing during their start-up years, but to encourage them to put-
chase housing as soon as possible. This meant that, unlike non-
immigrant Israelis, immigrant households are eligible for initial
rental support, but only for alimited number of years (except for the
very needy or elderly). Alongside the opening-up of the private
housing market to eligible households, the rental support system too
was opened up and gradually deregulated. The particulars of the
rental support policy have changed with time, but the details are
beyond the scope of this report.

While Israel’s policy of encouraging housing purchase has been a
consistent leitmotif, the subsidies towards housing purchase have
not always been in direct relationship to housing or immigrant
absorption goals. Being a major government expenditure item, the
levels of support have changed with Israel’s macro-economic and
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social policies, or in response to interest-group political consider-
ations. The size of the mortgages and the levels of subsidy of the
interest rates were not always very generous, often lagging much
behind the hikes in housing prices, especially during high-inflation
periods. The levels of subsidy have consistently been part of the
national population distribution policy (Alterman 2002: 50-56;
Gal’on 1998). This has meant that the size of mortgages and the
levels of subsidy would be higher for the same eligibility category in
peripheral and border areas than in the central region.

During the early stages of the mass-immigration period of the
early 1990s, the consumer-side strategy was very similar to what had
been in effect in the 1980s. That is, under the ‘direct absorption’
policy, new immigrants wete offered rental subsidies for a limited
period of time so as to substitute for temporary housing, After that
period, it was hoped that most new immigrants would be able to buy
(orlong-term lease) a housing unit, with the help of subsidized mort-
gages available to immigrants at privileged terms compared with
other eligible categories of Israeli households. The basic categories
remained the same as in the 1980s (Israel Ministry of Housing 1989,
1990: Table 11). However, with time, as feedback accumulated from
the Ministry of Absorption and the Ministry of Housing, several
lessons were learnt.

There has been a gradual shift from rental support granted to the
house owner (requiring immigrants to give the authorities copies of
the rental leases) to a policy that made the rental support entitely
liquid, to be used at the family’s discretion. The length of time during
which immigrants would be granted rental support and the levels of
support varied from time to time in accordance with the monitoring
data about the rates of housing purchases (Gal’'on 1998).

Rental allowances and the living-support ‘basket’

Asaresult of feedback, several important policy improvements were
made in the rental allowances. The first change pertained to the
target of the allowances. At first, the allowances were earmarked for
housing only, and renters had to produce the leases to prove that the
allowances were used legally. This not only caused difficulties for the
immigrants, but also led to a hike in rental prices as renters realized
that the immigrants had a particular assured sum earmarked for
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rental only. So, decision-makers changed the policy, later allowing
immigrants to receive the rental allowance as part of the total
absorption-support ‘basket’.

The second change pertained to the permission to pool
allowances. Initially, only one rental allowance could be used per
household. With time, this was relaxed to allow more than one
family to share an apartment with relatives or non-related persons.
This turned out to be the ‘great saviour’ in that it allowed the rental
housing stock — very limited at the outset of the crisis — to ‘stretch’
itself according to demand and prices.

The third policy improvement dealt with the time limit of the
allowances. Initially, the rental allowances were limited to a short
period of time and were tied to the production of an actual rental con-
tract. This caused not only stress to many households, but also misin-
formation, and a tendency by some to delay housing purchase in order
not to lose out on the free allowance. Decision-makers found that it
was best to lengthen the period of time to allow more households to
stabilize their job situation and to have a longer horizon before
making the decision to take out a mortgage for housing purchase.

Subsidized mortgages

The key consumption-side policy remained as in the 1980s (the third
‘station’ of the spectrum in Figure 9.2). Thatis, households were each
eligible to take out a mortgage according to the number of persons,
and these could be used towards the purchase of any unit on the open
market (Israel Ministry of Housing 1990: Table 11). With time, a very
important relaxation was made that moved the strategy of the 1990s
further along our spectrum of policies, into the fourth station.
Whereas during the early periods each family had been eligible for
only one mortgage, in the eatrly 1990s policymakers reacted to the
many requests to combine mortgages. They made the highly critical
decision to allow more than one mortgage to be used towards the put-
chase of a single housing unit (Israel Ministry of Housing 2004 5).
Many immigrant households have made extensive use of the new
flexible policy. For instance, some families took in one or two grand-
parents, while some patrents pooled their eligibility with that of an
unmartied adult child. Because there was a housing shortage duting
the early 1990s, this new policy was not only helpful to the
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immigrants, it also helped to stretch the housing stock and to
increase the rate of housing purchase. While the permission to
combine mortgages has generally been a very successful policy,
allowing households to set their own priorities and to gain tenure
security faster, there have been cases of misuse within families. Allin
all, however, this policy has been an important factor in the success
of the 1990s housing strategy.

The immigrant mortgage system that evolved after the mass-
immigration wave of the early 1990s is the most successful in Israel’s
history (relative to the country’s resources). The additional flexibility
introduced regarding household choices has been important in
enabling an exceedingly high rate of immigrants to gain housing
security in a relatively short time — probably one of the highest rates
of success in the wotld. The majority of immigrant families have
been able to buy a housing unit within 5-7 years of their arrival.

The outcomes of the public-programme housing of the 1990s

By 1993, the results of the housing-production onslaught were vis-
ible everywhere. The policy formula developed led to the delivery of
some 100,000 ‘affordable’ housing units, mostly in the form of con-
dominium apartments. These generally were built to a good stand-
ard, despite the speeding-up incentives. In some towns, especially the
smaller ones, entire new neighbourhoods sprang up, thoroughly
changing the physical and social landscape of these towns. The con-
struction blitz added a much-needed stock of medium-sized and
smaller apartments to Israel’s housing market (Alterman 2002:
104-114).

The housing programme largely relied on the ‘trickle down’ process.
The policymakers’ goal was not just to increase the general housing
stock so as to avoid homelessness; they hoped that the majority of
immigrant households would be able to become homeowners (usually
meaning apartment owners) just like the general population. Like the
other eligible population groups since the 1980s, the new immigrants
were allowed to use their government-subsidized mortgages towards
the purchase of azyhousing unit of their choice, whether in the public
ot private sector (Alterman 105-113).

By September 1999, 73 per cent of the immigrant households
that had arrived during the 1990s had already purchased their own
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housing unit, despite the hike in housing prices that occurred until
1996. Remarkably, this figure is about the same as the equivalent
figure for home ownership by the total Israeli population! (Alterman
2002: 113-114). The picture becomes even more impressive if the
immigrants are classified by year of arrival in Israel. The new immi-
grants may achieve an even higher home-ownership rate than the
total Israeli population. Among the immigrant households who
arrived in 1990, a hefty 91 per cent have already purchased their
home, and of those who arrived in the massive wave of 1990 and
1991, 88 per cent and 81 per cent, respectively, have bought a hous-
ing unit (Alterman 2002: 114). Even among the immigrants who
arrived in 1996, about half had managed to buy a housing unit within
three yeats. These figutes also provide an indirect indication of the
reasonable success of employment and economic integration.

CONCLUSION

The Israeli experience with immigrant absorption, especially in the
area of housing policy, has been very successful in international com-
parative terms. One of the keys to success has been the capacity of
decision-makers to learn from their own mistakes and adjust their pol-
icies. This is not to say that the learning process has been adequate, or
that mistakes were not repeated. However, in many countries, housing
policy suffers from governmental failure more than some other areas
of socio-economic intervention. Furthermore, government failure in
immigrant absorption is also a common malady in many countries,
often compounding the problems encountered in forging housing
policies particularly for new immigrants (Carmon 1996).

In the above pages I have attempted to point out those elements of
Israel’s evolving immigrant-absorption policies that have been more
successful, and those to avoid.

In conclusion, I present in Table 9.3 a comparison of the outputs
and outcomes of the housing strategies applied in Israel over the
various periods. The table shows the gross public investment (in
constant IS). These figures should be seen, of course, in relation to
the country’s economy at each petiod. In the 1950s, the investment in
housing constituted some 35 per cent of the government’s total



212 - Palestinian Refugees

Table 9.3: 7he outputs and outcomes of the housing strategies in key policy periods
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1948-1951 804 50 28
Mass immigration
1952-1959 1,202 19,372 75 45 58
Moderate, mainly
North Africa
1960-1966 1,939 44760 92 61 39
Moderate,
North Aftica,
Romania
1967-1970 1,441 8,750 104 74 29
Low immigration
1971-1976 3,805 21,130 110 73 23
Wave from
the USSR
1967-1985 2,180 10,580 126 86 16.2
Low level —
South American
and affluent
countries
1986-1989 886 3,520 144.4 98 12.5
Stagnation:
Immigration and
emigration balance
1990-1992 5,569 34,660 148 85 11.5

Mass immigration
from former USSR
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1993-2004 2,867 18,475 152 105 7.9
Moderate wave

from CIS tapering

down after 2001

Sonrce: ICBS 1997, 1998

Note: " More than two persons per room (‘room’ includes bedrooms and living
rooms but not kitchen).

expenditures (Darin-Drabkin 1959). In later periods, this percentage
declined.

The table also shows how despite the intake of mass immigration,
housing standards in Israel have tisen constantly. The rise in housing
standards has applied both to private and public sector housing. In fact,
during the 1990s’ mass immigration crisis, the government had to make
a special effort to reduce the average size of apartments constructed
(Alterman 2002: 111-113), which can also be seen in Table 9.3.

So, despite the fact that during Israel’s initial years the economy was
similar to Palestine’s today, and in the 1950s the degree of crowding was
58 per cent, it has declined to 8 per cent today. If one adds animportant
indicator not shown in the table — the rate of home ownership among
all Israelis and the even higher rate among the newest immigrants (well
over 70 per cent), one can support the conclusion that Israel’s housing
policy offers important lessons for other countries.

I personally hope that this report will contribute to the transfer of
knowledge among the closest next-door neighbours and that the
lessons from the evolution of Israel’s policies — both successes and
mistakes — can soon be applied usefully to address the intake of
Palestinian returnees and the upgrading of current refugee and other
inadequate housing, Hopefully, a peaceful settlement between Israel
and Palestine will arrive soon.
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CHAPTER 10

Israeli settlements and the Palestinian refugee guestion:
Evaluating the prospects and implications of settlement
evacuation in the West Bank and Gazga— a preliminary
analysis

Geoffrey Aronson and Jan de Jong, Foundation for Middle East Peace,
Washington, DC

PALESTINIAN SPATIAL DEVELOPMENT in the Israeli-occupied West
Bank, East Jerusalem and Gaza Strip is characterized by a number of
factors. Some of these are expressions of an authentic Palestinian
response to population growth and economic and social develop-
ment. Others are the product of Jordan’s rule or the endemic conflict
with Israel and the massive dislocations that result from prolonged
occupation, Israeli settlement expansion, and the lack of sovereign
control over the allocation of national resources. The resulting
system of towns and villages in this Palestinian region reflects its
organic, haphazard, unplanned, pre-industrial antecedents.

Israeli settlements and their associated infrastructure, in contrast,
are modern, purpose-built communities planned to consolidate a
national political strategy. They are not merely bricks and mortar to
be integrated seamlessly into this troubled Palestinian reality. Their
existence is the product of a set of assumptions, objectives, and cir-
cumstances, certainly different from, if not antithetical to premises
that animate Palestinian society. It need only be said that settlements
were fashioned as part of a zero-sum contest to conquer and control
space, and thereby stifle rather than cultivate and nurtute the devel-
opment of Palestinian life, to suggest the depth of the potential
antagonisms to Palestinian development that they represent.

Settlements were consciously constructed in order to offer
their Israeli residents a marginally better living and communal
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environment than comparable locations in Israel. The standard of
services made available to settlers, from housing size to education
and public amenities, has proved to be a costly investment counted in
billions of dollars. Per capita operation and maintenance costs in set-
tlements, reflected in capital transfers from the national government
to settlements, are far higher than the average within Israel, let alone
those in Palestinian cities and towns of the West Bank and Gaza
Strip. The entire municipal budget of Bethlehem, according to the
city’s mayor, is only US $3.5 million, a sum that pales before the
budget of Ma’ale Adumim, a nearby settlement. This extraordinary
expenditure is responsible for the present high standards maintained
in most settlements, but this level of expenditure would be unsus-
tainable if such areas were to be evacuated by Israel and come under
Palestinian rule.

Notwithstanding the antipathetic objectives that inspired Israel’s
construction of settlements and their high operating costs, and
regardless of whether settlements are evacuated in the context of a
final status or interim agreement, or indeed as a unilateral measure,
Palestinians will be presented with the challenge of integrating the
evacuated sites into the existing Palestinian social, economic, and
national-political structures, either by utilizing the resources which
come into their possession or by destroying them as uneconomical
or inconsistent with Palestinian interests.

The tabulation of settlement assets is a straightforward if time-
consuming exercise and the task lends itself to quantification and
assembly in database form. Assessing the value — and not only in
strict monetary terms — of these assets for the Palestinian commu-
nity is a far more prosaic exercise.

The limited discussion of this matter to date has been framed by
three widely shared assumptions: first, that evacuated settlements
represent a natural and self-evident value to the Palestinian commu-
nity; second, that the transition from Israeli to Palestinian use would
be a natural and seamless one; and third, that refugees are the most
logical inheritors of housing vacated by settlers. Our assessment of
the potential utility to the Palestinian community of settlement
assets evacuated by Israel, a study funded by Canada’s International
Development Research Centre, was in large part the product of
such assumptions. However, we do not see such assumptions as
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self-evident, nor indeed as necessarily accurate, and our inquiry has
not been guided by them.

Our efforts represent the first attempt to create a comprehensive
settlement database and to investigate the question of what value, if
any, these assets represent for Palestinians. We assume that these
assets will be left intact by Israel as they withdraw and that they will
be secured for Palestinian use by Palestinians or others in the after-
math of withdrawal. Our analysis on the utility of settlements for
Palestinians is based, as it should be, on principles and plans gener-
ated by the Palestinians themselves. The context in which these
assets will be used, and the social and political priorities that fashion
the world in which the settlements and their assets will be exploited,
is a Palestinian one. As a consequence, we have not sought to create
new paradigms but rather, insofar as is possible, to use existing
Palestinian plans as informative baselines from which to assess the
utility, or lack thereof, of settlements evacuated in a variety of possi-
ble scenarios.

DEVELOPMENT AND URBANIZATION

Palestinian habitation is characterized by the Palestinian Authority’s
Ministry of Planning (MOP) as

asystem of built-up areas developed more or less randomly, scattered
by man-made interference, with the topography lacking the essential
inter-linking infrastructure in terms of network facilities that
characterize a mature and well-developed settlement system. ... The
main challenge for the future is to achieve a balanced development,
one that accommodates socio-economic needs generated through
population growth, and development towards economic and
environmental sustainablility.

(MOPIC 1998: 6-7)

THE GAZA STRIP

The Gaza Strip has an area of 365 km® with a built-up area of
15 per cent of the total, and a population of approximately
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1.2 million, a number which will double by 2015. As the Gaza
Governorates Regional Plan (MOPIC 1997) notes, one large core
city, Gaza City, contains one third of the entire population and dom-
inates the road network, which runs in a north—south direction.
Refugee camps and urban villages dominate the middle region, while
small cities and towns characterize both northern and southern
extremities.

The Gaza Governorates Regional Plan anticipates the repatriation
to Gaza of 590,000 returnees by 2015. It supports the development
model “Two Core Cities’, which proposes that Gaza City and
Khan Yunis will absorb more than one half of the area’s projected
population growth, including 30 per cent and 70 per cent of
returnees respectively, with numerous local centres located through-
out the area absorbing the remainder and providing local services.
This ‘compact pattern of development’ with accompanying high
population densities best suits the dual requirements of providing
housing and maximal utilization of land for agricultural use and
environmental protection. The plan also calls for the protection of
most of the lands associated with the settlements in the Katif
bloc and in the northwestern corner of Gaza. This is necessary in
order to preserve land for recreation and agriculture, and to protect
aquifers.

Housing densities are an average of 17 persons/dunam (pd),
increasing to 90 pd in Shati camp (10 dunams = 1 hectare). The plan
calls for an increase in density in already built-up areas to 37 pd and
the resettlement of 70 per cent of refugee camp residents to new
areas by 2015. This ratio suggests that a neighbourhood of 5,000 res-
idents requires 130 dunams, including 65 dunams for housing (5.5
housing units/dunam), 32.5 dunams for services and open space,
and 32.5 dunams for transportation. These standards translate into
3,925 dunams requited to support a population of 100,000, at a den-
sity of 3.6 housing units/dunam.

Based upon these standards, and given the need to rehabilitate
run-down housing and provide housing for refugees resettling from
camps, there is a need to create 266,000 new residential units by 2015.
This figure may be broken down as follows: 186,000 units for popu-
lation increase; 51,000 units for resettled refugees; and 29,000 new
units for urban renewal.
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WEST BANK

According to the 1998 Ministry of Planning Regional Plan for the West
Bank Governorates, by 2020, the Palestinian population of 2.3 million
in the West Bank, including East Jerusalem, is estimated to increase to
3.8 million, including 780,000 immigrants, with an economically active
population of almost 2.5 million aged 15 to retitement (currently
890,000, of whom only 42.5 per cent are in the labour force).

The existing built-up areas of the West Bank — living space char-
acterized by scattered, decentralized low-density development which
is almost the exact opposite of development in settlements — will
need to be doubled by 2010 in order to accommodate the projected
population increase (MOPIC 1997: 25).

The existing housing infrastructure in the West Bank is 238,000
units, of which 18,000 are located in refugee camps. The average
housing density is 2.2 persons/room, increasing to 2.5 in camps.
During the 1997-2010 period, 280,000 units will need to be con-
structed, including 30,000 units in existing built-up areas, for a net
total of 250,000 units.

The total area required for new developments is 258 km? There
are three options for residential development at varying densities:

(A) 168 km? is required for residential use for construction of
250,000 units at a density of 670m? land/unit, and 1.5 units/
dunam

(B) 92km?is required for tresidential use for construction of 250,000
units at a density of 365 m?land /unit, and 2.7 units/dunam

(C) 64 km?is required for residential use for construction of 250,000
units at a density of 257 m?land/unit, and 3.9 units /dunam

The Palestinian Authority (PA) Ministry of Planning (MOP) targets the
low density Option A as the realistic scenario, which suggests an approx-
imate figure of 1.5 hu/dunam or 1,500 housing units (hu) per km?

UTILITY OF SETTLEMENT HOUSING

Roughly speaking, if the 168 km?of land noted in Option A is related
to the more than 100 km? area of civilian Israeli settlement in the
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West Bank and East Jerusalem, and the approximately 100,000 hous-
ing units therein, the simple conclusion is thatif all settlement hous-
ing stock were evacuated, that is, if Israel withdrew from all
territories occupied in June 1967, the remaining housing infrastruc-
ture would numerically satisfy 40 per cent (100,000 of 250,000) of
the MOP-projected West Bank housing needs. Furthermore, the
45,000 urban settlement housing units in East Jerusalem occupy
12.5 km? This density rate of 3,600 hu/km?is more than double the
targeted Palestinian (low) housing density, but only slightly higher
than the Palestinian high density figure.

According to this simple analysis, in a best-case scenario, all settle-
ment housing stock available in all West Bank settlements would pro-
vide for 20 per cent of projected Palestinian housing requirements in
the period to 2010. Housing in all East Jerusalem settlement areas
would equally support an additional 20 per cent of projected housing
needs.

The rates for the Gaza Strip are far less significant. The 1,200 Gaza
settlement units, which supported a population of 7,500 on the eve
of their evacuation and subsequent destruction in mid-2005, repre-
sented less than 1 per cent (1,200 of 237,000 new units required).

The Palestinian development plan explores four models for the
distribution of the projected population increase (natural increase
plus immigration). Model 1 postulates proportionally equal growth
for every locality, roughly doubling the population of each by 2020.
Model 2 projects all growth will be channelled to 35 main towns and
large villages. Model 3 divides this growth as follows: 60 per cent to
Nablus, Metropolitan Jerusalem and Hebron, and 40 per cent to the
remaining towns in the previous group of 35. Model 4 restricts all
growth to the West Bank’s central ridge locales along Route 60.

The Ministry of Planning selected Model 4 as the preferred option.
We will assess the potential contribution settlement housing could
make to satisfying Palestinian housing needs defined by this model.

The Palestinian plan favours urban ‘growth-poles’ growing out of
existing towns and villages. This is a sound and fruitful concept.
MOP projects that the biggest demand for land for residential expan-
sion will focus on the ridge corridor along Route 60, especially
between Ramallah and Bethlehem (MOPIC 1998). Models 3 and 4
channel much population growth to Metropolitan Jerusalem,
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doubling today’s population in this area by the year 2020. The 60,000
settlement housing units in metropolitan Jerusalem — using an aver-
age occupancy ratio of 8 persons per housing unit — would largely
accommodate the projected need of Model 3 or 4. The built-up areas
of these settlements, however, are least likely to be evacuated. Such
an analysis raises the question of whether the remaining 40,000 set-
tler housing units in the rest of the West Bank would be equally suited
to meet MOP targets.

In this analysis, optimal housing and productivity zones (cultiva-
tion, commerce, industry) will be measured in terms of the most vital
constraints to housing and urban development. In particular, the
analysis focuses on the effect of the different strategies on agricultur-
ally significant lands, determined by use of the Palestinian Economic
Council for Development and Reconstruction (PECDAR) Strategic
Water Plan, including those that come into Palestinian possession as a
consequence of settlement evacuation; ecologically significant areas;
and areas with high water sensitivity and landscape quality.

Gross indicators offer a basic and often not very helpful way of
assessing the suitability of settlement housing for Palestinian needs.
Atone end of the spectrum considerations related to suitability may
not be decisive, as price differentials will reflect the marketplace’s
assessment of each location’s strengths and weaknesses. In other
words, if the price is right, there is a buyer for everything. However,
the situation in the occupied territories reflects considerations other
than those of the marketplace, which may require Palestinian repre-
sentatives and others to make judgements about the suitability and
perhaps the monetary value of settlement assets.

Suitability is a function of numerous factors and considerations.
Some of these have been noted above. Other issues impacting upon
suitability include considerations related to land use and transporta-
tion. Settlements might be far away from suitable transportation net-
works or places of possible employment. As far as possible, our
analysis attempts to evaluate the suitability of settlementassets, using
benchmarks relating to ecology, water, and landscape preferences
devised by Palestinian planners.

As much as we endeavour to assess the utility of settlement assets,
there are also areas of evaluation that we do not address. We have not
considered questions relating to the establishment of mechanisms
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for the transfer of assets from Israeli to Palestinian control, including
the broad issue of securing assets against theft or appropriation. We
do not address the question of land ownership, or mechanisms for
determining or adjudicating ownership claims by Palestinians against
lands or assets formetly held by Israeli individuals or institutions. We
do not suggest ways in which to manage the disposition or distribu-
tion of settlement assets.

We do not hazard a dollar value for settlement assets, and for good
reason. Settlement assets can be valued according to relative value in
Israel’s national market. In formal economic terms, this value
decreases to zero as Israel implements a decision to evacuate. That s,
in the aftermath of a decision to evacuate, there is no Israeli market
for fixed settlement assets, other than one regarding compensation,
which would be granted at prices determined by the government of
Israel, which do not reflect economic criteria. At this stage the settle-
ments —in classic economic terms — are worthless.

The transfer of settlement assets from Israeli to Palestinian control
would establish new criteria for their valuation. In the West Bank
today, the construction of a dwelling of 120 m? a size typical of hous-
ing in the region, costs approximately US $41,400 and US $37,260 in
the Gaza Strip (Elwan 2003). From this simple benchmark, which
makes no provision for the varying cost of services and land (remem-
ber the three rules of real estate valuation: location, location, location)
a rough valuation of residential assets in settlements could be made.

Finally, we do not explicitly match specific Palestinian populations
such as refugees with settlement housing, beyond observations
about the type and size of housing available to Palestinians as a con-
sequence of Israeli evacuation.

As the Palestinian Authority develops standards for the eventual
reintegration of territories evacuated by Israel, certain basic assump-
tions have been formulated. The Ministry of Planning’s report on
Reintegration and Development of Evacuated Ateas, prepared in late
2004 in the context of the impending evacuation of all settlements in
the Gaza Strip and four in the Jenin area of the West Bank, notes that:

The reintegration of the evacuated areas into the Palestinian system is
one of the most critical components for ensuting the political, social,
economic, cultural, physical, environmental benefits associated
with the return of colonies’ areas into the Palestinian domain. The
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evacuated areas should not be treated as separate islands, but should
be incorporated as parts of the Palestinian environment and accord-
ingly integrated within the overall existing Palestinian infrastructure
and spatial patterns.

Any future use of evacuated areas and/or installations should be
assessed against the long term developmental vision and objectives,
and strategies leading to a viable, contiguous, prosperous and inde-
pendent Palestinian state. In this respect, the Gaza Strip cannot be
seen as an isolated or semi-independent territorial or political entity.
... It cannot be assumed that structures installed for the purpose of
occupation, colonization and annexation of Palestinian land would
be of value for independent Palestinian development. From the
perspective of the occupied people, one would assume that the
opposite is the case. That is, these installations would be detrimental
rather than beneficial to Palestinian development.

(MOPIC 2004: pp. 3, 7)

To the extent that our inquiry was guided by an assumption of the
self-evident value of evacuated settlement assets to the Palestinian
community, the process of evaluation accompanying Israel’s antici-
pated redeployment from the Gaza Strip and four settlements in the
Jenin area of the West Bank has been a sobering experience. Our
analysis of the utility of settlement areas to be evacuated supports
the overall assessments made by MOP, that is, that while the basic
infrastructure created by Israel, including roads, telecommunica-
tions, water, and electricity networks, can be useful to and comple-
ment Palestinian development plans, particularly in the Gaza Strip,
the location and nature of the dwelling units and the limited
communal, commercial, and industrial facilities (with the possible
exception of the Erez industrial zone in north Gaza) represent, at
best, marginal additions to Palestinian development efforts. Indeed,
the Palestinian Authority concluded that the destruction of the
entire infrastructure of housing in the Gaza Strip of approximately
1,200 units would enhance rather than complicate Palestinian
development assessments and goals, which include, znter alia, the
provision of suitable housing for Gaza’s existing refugee population
and an anticipated influx of Palestinians, many of them refugees, in
coming years.

The destruction of the visible superstructure (as opposed to
the infrastructure) of settlement assets associated with the Gaza
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disengagement plan establishes a precedent for future Israeli evacu-
ations of occupied territories. It is important to note that the deci-
sion-making dynamic that produced the policy of settlement
destruction was led by the government of Israel. Israel’s conclusions
at first were tacitly supported by the PA, a view that was later articu-
lated with greater clarity as the disengagement period approached.

However, there is no reason to believe that the infrastructure left
by Israel will be as inconsequential, if not deleterious, to Palestinian
requirements as is the housing stock included in the Gaza disengage-
ment plan. Indeed, while for Israel the precedent of destroying set-
tlement housing upon evacuation was established in the retreat from
Sinai (in Yamitif notin the small Red Sea settlements) and in the cut-
rent disengagement plan, for Palestinians, opposition to retaining
settlement housing assets is tied, not to issues of principle, but to an
assessment of their utility. While these assessments appear to com-
plement each other in the Gaza plan, there is no guarantee that this
will be the case in future Israeli withdrawals.

Our research suggests however that the settlement housing in the
West Bank and FEast Jerusalem that will be most helpful to
Palestinians is indeed unlikely to be evacuated by Israel in any of the
settlement evacuation scenarios that we have postulated. Built-up
urban settlement areas in and around Jerusalem in particular that
could easily complement Palestinian development strategies are
unlikely candidates for evacuation. Settlements like Kiryat Arba, with
1,200 units could provide useful housing and limited industrial space
for Hebron, which it abuts. Ariel, with a current settler population of
18,000, offers some attractive ingredients necessary for successful
integration, such as an integrated housing and transportation net-
work of sufficient scale and proximity to existing Palestinian
employment and commercial poles, which would make the settle-
ment useful in its current configuration. There are also other smaller
settlements that offer more attractive assets, including Itamar near
Nablus, Ofra near Silwad, Bet El near Ramallah, the Jordan Valley
settlement of Masua near the proposed new city of Jiftlik, the Etzion
Bloc settlements, with the prominent exception of Betar Ilit, and
Bet Haggai near Hebron.

Opverall, however, these locations are exceptions to the rule
we have seen established in the Gaza disengagement plan. The
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settlements to be evacuated by Israel under most plausible
withdrawal scenarios will provide important assets, such as trans-
portation, water, and communications networks that can facilitate
Palestinian development and thus contribute indirectly to housing
anticipated increases in Palestinian population, including refugees.
However, in terms of housing stock for refugees or other
Palestinians, evacuated settlements can be expected to be of only
isolated and marginal value.
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2 STATISTICAL DATA ON PALESTINIAN REFUGEES:
WHAT WE KNOW AND WHAT WE DON’T

1 PLO established this bureau in 1979. It used to compile statistics from
secondary sources on the Palestinian people, in addition to carrying out
infrequent surveys targeting Palestinian refugees living in Lebanon and
Syria. Currently, this office is part of PCBS and provides limited statis-
tical services on Palestinian refugees in these two countries. These sta-
tistics are usually published in Ramallah by PCBS. Moreover, the bureau
has collected data on living conditions of refugees in the two countries
on behalf of Fafo upon agreement and permission granted to Fafo by
PCBS in Ramallah.

2 While international recommendations suggest that a census should be
carried out in 2007, we recommend that a census is carried out exactly
one year after the establishment of a Palestinian State. This census will
capture socio-demographic changes in the Palestinian society of the
emerging state as a result of the expected return of some Palestinians to
the independent Palestinian state.

3 This survey was conducted in partnership with Fafo. It was designed to
serve as a pilot for the upcoming Palestinian census. The sample size
was 15,000 households.

4 In fact, this survey was designed to be conducted on an annual basis.
Three rounds were implemented. Financing problems led to cessation
of this survey until 2001. PCBS recommends that a three-year cycle is
put together starting 2005.

5 'This survey was designed to measure the impact of Israeli military field
activities on the psychosocial conditions of these two vulnerable groups
within Palestinian society.
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6 This survey targets the Palestinian population of Jerusalem. While all
PCBS statistical activities cover Jerusalem, this survey is supposed to
provide extensive coverage of this patt of the country due to the special
conditions of Jerusalem.

7 The poverty line for a household of two adults and four children was
estimated for 2002 to be almost $360. This represents almost $1.97 a
day/person.

8 The full details of this sutvey can be obtained from PCBS (email:
diwan@pcbs.pna.org).

4 SOCIAL CAPITAL, TRANSNATIONAL KINSHIP
AND REFUGEE REPATRIATION PROCESS:
SOME ELEMENTS FOR A PALESTINIAN
SOCIOLOGY OF RETURN

1 Although Sari Hanafi was the Director of the Palestinian Diaspora and
Refugee Center, Shaml, at the time of writing this paper, this work
reflects only his views. He expresses his gratitude to Ann Lesch for her
editing of this chapter. He thanks the many researchers who critiqued
the first draft, including Roula El Rifai, Pamela Scholey, Riina Isotalo,
Cedric Parizot and Nadim Rouhana.

2 'This survey encompassed 2,254 Palestinian households in 19 commu-
nities in the Palestinian territories in the summer of 1999. (See
Giacaman and Johnson 2002.)

3 Fafo is the Norwegian Institute for Applied Social Science. The Fafo
survey is about the living conditions of Palestinian refugees in Lebanon
and Jordan. In Lebanon it covers a sample of 4,000 households in
refugee camps and relatively homogeneous refugee areas (Ugland
2003). In Jordan, the survey employed two methods: a survey of strati-
fied probability sample of about 3,100 households selected from
12 camps; and 13 focus groups. The primary purpose of the focus
group discussions was to learn how camp dwellers perceive economic
hardship, unemployment, and work opportunities (Khawaja and Tiltes
2002).

4 PSR’s survey was conducted between 16 January and 5 February 2003,
targeting 1,498 Palestinian refugee households distributed among 150
localities in the West Bank and Gaza Strip.

5 Here much criticism can be levelled at many surveys conducted
in the Palestinian territories that have relied on emotionally based
questions.
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The Public Health Institute of Birzeit University is currently examining
this issue.

Close relatives are defined as parents, spouses, children or siblings.
Second degree relatives are defined as matrimonial and patrimonial
aunts and uncles and their families.

Some 82 per cent of those surveyed said they received the same
assistance as before the ntifada.

See for example the European Union report commissioned in 1999,
Prospects for Absorption of Returning Refugees in the West Bank and the Gaza
Strip, the Institute of International Economic Relations (Charalambos
and Huliaras 1999).

See the critique by Grillo, Riccio and Salih (2000: 19).

Transfer of Knowledge Through Expatriate Nationals (TOKTEN) is
an interesting mechanism for tapping into national expatriate human
resources and mobilizing them to undertake short-term consultancy
work in their countries of origin. The United Nations Development
Programme (UNDP), which founded TOKTEN, demonstrated that
specialists who had migrated to other countries and achieved profes-
sional success abroad were enthusiastic about providing short-term
technical assistance to their country of origin.

More precisely we can define entreprencurship as ‘an attempt at new
business or new venture creation, such as self-employment, a new busi-
ness organization, or the expansion of an existing business, by an indi-
vidual, a group of individuals, or an established business’ (Reynolds,
Hay and Camp 1999: 23).

Here we use the ILO classification and the definition of the entrepre-
neur (ILO 1998).

Personal communication with the author.

I believe that the right of return is the key to any durable solution to the
Palestinian—Israeli conflict including the end of the occupation and the
resolution of the land issue, because the right of return requires Israelis
to acknowledge their moral responsibility and to be held accountable
for the birth of the Palestinian refugee problem and the colonial prac-
tices deployed during the war of 1948.

Palestinians residing in Lebanon may not be able to determine their
intention to return if the Lebanese position remains unclear. Will the
Palestinians be thrown across the border, as happened in Libya, or will
they be given the right to choose?

This figure is too high for Palestinians actually resident in Lebanon. It
includes Palestinians with Lebanese travel documents or passports. We
think the number cannot exceed 300,000.
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6 REFUGEES, REPATRIATION, AND DEVELOPMENT:
SOME LESSONS FROM RECENT WORK

1 See, for example, Abu Sitta, S. (1997) ‘The Feasability of the
Right of Return’, at <http://www.arts.mcgill.ca/MEPP/PRRN/
papers/abusitta.html>; Abu Sitta, S. (2001) ‘The Return of the
Refugees: The Key to Peace’, Middle East Insight 26 (2), available online

at <http://www.mideastinsight.org/3_01/abu.html>.

2 Initial World Bank work focused on general, order-of-magnitude costs,

and was not specific to any particular geographic area. Later work, in

conjunction with the Palestinian Authority, focused largely on refugee
absorption in the West Bank and Gaza, but developed methodologies
that could be applied to other areas. Needless to say, as an international

organization the World Bank works in partnership with host countries,

and its ability to examine refugee absorption in Israel or current host

countries is determined by the (un)willingness of local authorities to

undertake such studies.

3 UNRWA registration data shows some 389,233 refugees registered in
Lebanon in December 2002. It is generally accepted, however, that a

large proportion of these registrants do not currently reside in Lebanon

(UNRWA 2003).

4 Calculation based on data presented in World Bank (2003) Housing and

Infrastructure Scenarios for Refugees and Displaced Persons, Table 11.
5 The areas studied were Jenin, Jericho, Nablus, Taqumia, Tubas.

7 PLANNING IN SUPPORT OF NEGOTIATIONS: THE

REFUGEE ISSUE

The findings, interpretations, and conclusions expressed in this chapter are

those of the author(s) and do not necessarily reflect the views of the Board

of Executive Directors of the World Bank or the governments they repre-

sent. The World Bank does not guarantee the accuracy of the data included

in this work. The boundaries, colors, denominations, and other information

shown on any map in this work do notimply any judgment on the part of the

World Bank concerning the legal status of any territory or the endorsement

or acceptance of such boundaries.

1 Wagf or endowmentland is public or private land that has been donated,
usually to religious institutions, to be used for chatitable purposes. All

lands owned by religious institutions are considered to be wagf land.
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A dunum is a unit of land area enclosing 1,000 squate metres.
Source: Foundation for Middle East Peace, 1999.

8 INFRASTRUCTURE SCENARIOS FOR REFUGEES
AND DISPLACED PERSONS

The reports referenced here are just three of several studies and analy-
ses carried out by the World Bank and by independent consultants on
topics related to the needs of refugees and displaced people following
an eventual peace agreement.

Wagf or endowment land is public or private land that has been
donated, usually to teligious institutions, to be used for charitable
purposes All lands owned by religious institutions are considered to be
wagqf land.

Many Palestinian refugees and displaced people live in formal housing
stock of good quality, which is indistinguishable from other formal
housing stock, visually and statistically.

Report (A) presents details on the assumptions undetlying the options
(Annexes 4 and 5), as well as schematic diagrams of the vatrious upgrad-
ing and redevelopment types (Appendix 3).

These issues are discussed to some extent in Annex 8 of the Phase 1
papet.

The costs of temporary relocation, as for example in the redevelopment
options, is notincluded in the estimates.

The figures are as in Report (A), Table 2.1, except that costs of bulk
water for new towns and cities are excluded.

Unit construction costs allow estimates to be made of various housing
solutions — including upgrading, serviced plots, and adding rooms
incrementally, etc., and thereby inform estimates of the amounts of
financing that may be needed by houscholds. Some of the issues and
options in housing finance are summatized in this chapter. However,
the authors do not advocate any patticular model, but only provide
basic information.

Costs are based on prices in 2000. No contingencies are included.

The focus of this study was on public and waqf land, since donors are
generally reluctant to pay for land purchase. However, another option
could be the acquisition of private land. Future analysis could, for
example, look at availability and putchase of less expensive rural land,
and/or pinpoint privately owned land in areas where there is economic
potential for residential development. The consultant’s study on land
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therefore also briefly reviewed and outlined information on building
codes, zoning, urban structures, densities, etc., and on provisions for
changing land use, for example, changing public ownership to private.
For example, costs of additional electricity infrastructure and vatrious
types of public services, are not included.

International access is controlled by Israel. There is no operational rail-
way system, and the seaport has not yet been constructed in Gaza.

This figure does not include the Israeli built roads, which only serve
Israeli settlements, bypassing Palestinian population centres.

Under Oslo and subsequent accords between the Palestine Liberation
Organization (PLO) and Israel, the Palestinians will be allowed three
safe passages between the West Bank and Gaza through Israel. To date
only one such passage has been agreed by Israel, connecting the north-
ern part of Gaza with the southern part of the West Bank in the Hebron
area, but it is rarely open.

This limitation reflects the direct public investment perspective of this
particular study, and the assumption that serviced land (with or without
housing), may need to be made available quickly, for example, to assist
families who do not have the option to remain in current host countties.
Public funds for land acquisition are assumed to be extremely limited,
and donor agency funding guidelines tend to preclude land acquisition.
However, as pointed out in Report (C) on Housing Finance — where the
focus is on options for financing a variety of housing solutions — many
new residents are likely to find housing solutions through traditional
housing markets, involving the acquisition of private land and housing.
Available public land within municipal boundaries, for the purposes of
this study, refers to parcels of land greater than 2,000 square metres —
the minimum land area for high-rise residential housing under prevail-
ing regulations.

Maps are shown in Annex 1 of the Phase 11 papet_Absorption of Refugees in
the West Bank and Gaza: Potential for Housing Accommodation on Public Land
in Selected Study Areas.

The absorption capacity of the new town sites included in the study is
potentially much larger (more than 300,000 at low density levels) if all
the available public land in the Gaza site east of Rafah is taken into con-
sideration, rather than the limiting number of 50,000 used for that site
(see note to Table 7.8).

Annex 7 of Report (B) gives details on how the cost estimates from
Report (A) were adjusted for these aggregated estimates.

As noted earlier, however, the inclusion of housing and land in the
cost analysis should not be taken as an endorsement of full-scale public
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construction of housing, nor is there an expectation that donors
or other parties would be willing or able to pay for housing construc-
tion. Housing cost estimates may be used for models of various
housing solutions and their overall costs (for example, cote units or
incrementally built houses), and for analysing housing finance needs,
for example.

According to the Jordan Living Conditions Sutvey, 79 per cent of all
dars (traditional houses) and 82 per cent of all apartments have between
two and four rooms, not counting kitchen, bathroom and hallways.
According to the 1994 census, the median size of dwelling unit is
about 100 square metres, including kitchen, hallways, toilets, and
storage ateas.

This cost of construction covers basic low-income-type provision,
including only rendered walls, concrete floors, the minimum of simple
fittings, and no heating.

Including design and supervision, but not contingencies.

Thatis, 75 per cent of the construction cost, but without the 15 per cent
design and supervision included in the new housing cost.

There is significant research showing, for example, that, under favor-
able conditions, even poor families will borrow at market rates to
improve their housing.

Such a programme should, ideally, offset the economic cost of
relocation without creating any particular financial incentive to relocate.
Inanideal situation, such a programme should offset the economic cost
of relocation without creating any particular financial incentive to
relocate.

The consultants identified several locations, not included in the original
study, which have relatively large public lands.

9 LAND AND HOUSING STRATEGIES FOR
IMMIGRANT ABSORPTION: LESSONS FROM THE
ISRAELI EXPERIENCE

1

The most prominent expression for this approach were two national
comprehensive plans, the ‘Sharon Plan’ and National Outline Plan
no. 31. They were prepared to direct the new development requited for
Israel’s two mass immigration waves: the first, in the early 1950s and the
second in the early 1990s. (See Brutzkus 1964).

Until recent years, single young adults had hatdly any rights to sub-
sidized mortgages for regular housing.
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3

4

During Istael’s first decades this sector was large and included various
groups based on place of employment, party affiliation or ideology.
Current terms of entitlement for housing are presented at the Ministry
of Housing Internet site, at: <http://www.moch.gov.il/Moch/
HousingSupport/VatikimInfo.htm> (in Hebrew).

Terms of Additional support for Immigrants are presented at the
Ministry of Housing Internet site, at: <http://www.moch.gov.il/Moch/
HousingSupport/OlimInfo.htm> (in Hebrew).

However, take into account that Israeli families tend to be larger than
the average for the advanced-economy world today.

The Hebrew term for immigrant absorption used in most Hebrew pub-
lications is ‘k/itat aliya’. This is a unique term that literally means ‘ascent
to the Holy Land’. For simplicity I have translated it simply as ‘immi-
grant absorption’.
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