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GOHSLdePathHS Affecting Certaln of the Provisions of the

General Assernbly Resolution on the nPuture Government of

[

Palestine": [Fconomic Aspects of the CommlSslon's Tiork.

(Working Paper Prepared by the Secretariat)

Thls worlking paper is dOSLgned to preuent only a rrellmlnary'out~

line of certaln of the economilc aspecus of the Commlsglon's work,

I. APPOTUTMERT OF THE PREPATATORY WCONOHIC COIilssLO (Paft I, Par, B II)
The economic problems before the Palestine Commisslon may be divided
from the peoint of view of the Commiséion's procedure into two major
grdups,_name1y5 {a) the mointenance of conmtinuity of essential economic
services during the perilod from the relinéuishmcnt of responsibility by
the Isndatory Fower to tﬁe,assugption of independence by the two new
states, and (b) the sething up-of a Preparatory lconomic Commission of
three members w:ose mnin function will be to take the steps necessary to
establish. the Hconomie Union and set up the Joint Iconomic Board.,
These two groups. of problems are closely related since the
functions of governuwent and adwinistration will be - gradually handed
over to the new states and the necessary collaboration for the
establishment of the Joint Hconomic Roard as the chief administrativg
organ of tlie Eéonomio,Tn;on will have to he secured graduaily during
the neriad‘of Transition, Nevertheless,‘continuiby of easential
services .is an indispensable oondltJOn for .the eventual transference
of authority to the‘states-andftﬁe Joint Seonomic Beard, and this

transference will have to be organised in a manner to create the
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representatives-af the Arab and Jewish States and the Mandatory Péwer

are necessary before the Iconemic Urion can function independently of

the United Nations Commission, Tor Siis ressow a distinction between
the pléﬁning functions of the Gommiss?on and its immediate sdminis-—
trative résponsibilities is essential,

The‘AsseMbly resolution prVideé’that the Preparatory liconomic
Commission shall be ohérged with’thélt&sk'of making "whatever
arrangements are possible For economlc co~operation with a view to
esbabllshlnb, as soon as pfactlcable, t.ie conomic Union and the
Joint Economlc Board”. In view of tae close connection of day~tom
day problems of administration which will devolve upon the Palestine
Commission and thé making of arrangementg for the Fconomilc Unlon, it
is a question to decide how far the Préparaﬁory liconomic Commission
should become .involved in the tasks of malntaining essential economic

public services in the imterim period, One alternative would be to
divide the functions of ﬁaintaing day~to~déy administration of
services (in so far as the Commission may be involved in these) and
“the preparations for the Iconomic Union fairly sharply'betwegn the
Palestine Commission and the Preparatory Heonhmis Oommission.. This
arrangement might‘pfove difficuit in practice and might lead to some
duplication of work, |

A more effective solution of the problem might well he as

follaws'

'

_(l) The Palestine Coummission might set up the Preparatory
Fconomic Conmission to congist of a chairman. appOJnted from
one of the five Commissioners togsther with two outside
menbers appointed in thelr individual capacity,

: (2)~Thc Prepmraﬁory Eobnomic Commission would advise the

Palesbine Comml s1on on all oconomlo mptuera and would

Jact a8
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act as its eiecutive organ~in such directions as the

Commission wﬁﬁid}aéﬁérmiéé:V‘a'f,{ “|hw,gaiw‘;‘i S

(3) The Preparatorv Feonomic Commission would naké its own

dLerlbuilon of work between the probbems of malntalnlng

cufrent service as dlrected by the Palestlne bommlssmon

and the planning of the details of the FSeonomic Union, -

In this way the neoessafy djstindtionfwbuld'be maintained be-
tween problems of current administration and the plannlng of and
preparatlon for the 1ndependent worklng of bhe Jconomlc Union, while
at Bhe same tlme the close relationship between the two sets of
problems would be constantly in view and thus the activities”of the
'bogﬁiséion in~economic'ﬁ§ttefsvéould be quickly adapted to meet,
situations as they arise, The final egtablishment of the ﬂcoﬁomic
Unlon ig an integral part of the pollLlcal sﬂlutian‘of the Palestine
";problem ag deflned in the Assembly resolutlon but sé far as daJ~Lo—
‘day administration is concerned the Commission‘will almost certainly
be able to count on some local Arab'cb~opératibn'sinoelsuéh’co—
loperation:wbuld be a‘necessity_to tﬁe Arabs themselves,

IT, ﬂﬂ]ﬁﬂ@TﬂE&(ﬂ“%U‘HﬁPNﬁTmm‘4OMNICCDMUZSﬂMlmuMmBG
THE BSTABLISHEENT OF THE FCONOMIC UNION AND THE JOINT ECONOMIC
BOARD (Part I, paras. 3-l4 of section D)

1. Assenbly Resolution .

The resoluLlon of the General Assembly (Plan of Partltlon for
Palestine w1th fconomic Unlon, Part I A 11) prov1des that “the
Commission shall'appoint‘a Preparatory Tconomic Oommissidn gf three .

‘nmembers -to make whatevervarrangements are possible for_gcongm;c le
operation;'with g view to e§tgblishiﬁg, ag soon as praqt?cable, the
Fconomic Union.and:the: J01nt Lconomlc Board”

' The appointment of the Freparntory uconomlo Conmuﬁolon SlOdld

thus be one of the first tasks Qf»the Commlss;gn for Palestlne.

2/Functions
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2v  Functions of Preparatory Lcononu.c Commlsulon

. The main task of. 'the.l?‘repaxfatgry Teonomic COIT\IXIJ.&DJ-OIJ. lS to
bring intq.-_éidstence ;88 18001 88 _‘139.5‘,.5:1.1._71'63‘ th.e.._Ec_o,nomi,c_‘.U‘_mon .and the
Joint Econoﬁic Board which is the eggecutive insbrument _Qf th‘?.. .
Union. ,- : - ./ _

“The nature and purposes.of the Teonomic Union are laid d'own‘ in
Section D of the Plan of P@rtition. These are

.(a) to provide for a common customs pariff with complete free-
dom of trade hetween the Arab and Jewd.sh States and the City of
Jerusalem, - '

(b) to provide for a joint currency system with a gingle rate

of forelgn exchange, \
7( ) to provide for +he opemtlon in the common inte rest on a
. nen discriminatory basis, of railways, interstate lwlghwa‘/s postal
‘telephone anc_l telegraphic services f:md..porfts and alrports inrolved
in international trade and commerce, |
(d) to encourage, plan and :1.nvest1g1te Jomt pro,]ects of
development and to undertake such pr'ojects if they have the assent
of both states., ‘ ' ' | I
(e) to secure access for both states and for the City of
Jgrusalem on a non-discriminatery basis to water and power facil’i‘bies,

3 The Joint Ecohomic Board

The fﬁ}conoﬁﬁ.c Union is to be ‘administered by a Joint [iconomic
Board which is to cdﬁsist of th%é'répreéentétives of“ the Arab St'a.té s
three of the Jewish otate and three a‘ppoln‘bed by the ljconom:\,c and
uocw,l Goun01l of the Umted Natn.ons. The Preparabory 1oonom,10
Comnlssion will have to take whatever”sbaps it can to- br.Lng this
Joint .'.v?,ccv)‘ric.)mic :'Boa'ra o ex:Lstenoe and to est H.Lu] it as an

effective instrument of the Loonom:).c Un;Lon. It is not probable

. -
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that the Joint Fconomic Board could assume full responsibility
until a late stage in the Com@ission!s work, The Fconomic and
éocial Council would not.be in a position to appoint its three
members at its meeting in February 1948 unless the Palestine Cote
mission is itself sufficientiy prepared by that date, However,
the Fconomic and Social Council could prébably adopt 'a procedure
which would‘enable the appointments to be made subject only to
confirmation at ite next mee@ing. The Hconomic and Social Council
meets again on July 12, 1948, |

Eefore the Economic and Social Council could appoint three
members to the Joint FEconomi¢ Board it would need to be informed of
the Palgstine Commissiont!s decisions regarding:

(a) Conqitions of‘appointment as regards salary and related

matters, '

(b) Term of office,

No guidance is gi&en in bthese matters by the Assembly regolution
which only specifies the functions of the Joint fconomlc Board, its
composition, and the responsibilities and voting powers of its
members. Thé administratien expenses of the Jolrt Eeonomic Board
are a firgt charge on the revenues of the ficonomic Union and, there-
fore, decisions as to salaries etc.,.‘of members of the Doard should
be talken in consultation with local organisatigns in each state in
so far as this is'possibie without undué delay, |

Specific Problems

(1) ‘sttogs Unibn
The organisatiog'of the customs union fequires the
'prenaratlon of a complete scheme for its admlantraLLon, coverlng
decigions of Dolloy regarding customs tariff and excise ratos and

collection of dues, stafflng and other problems involved in the

L]
V. T
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establlshmenb oi‘ ble bU.o'LOmS ‘Ldmlmstratlon under ‘Lhe Joint Lconomlc :
Board,

) Cu r‘renox

Under the plcm ior part,Lt*Lon llwe Joint l'.conom:l,c Poard

»

will becomc the *lelr to the rem,ons;wa lltles oj‘ the Palest.me Cur—

1
.’

rency Board, 11, mll ha'\)‘e the sole rlghb of note isaue, ancl must
maintain a gingle rate of foru.m exoha.n;re f‘or eull Palestme. ”he

Preparatory fconomic Commission will have, to formulate a plan for

"the Joint Fconorde Toard to t me over the ue of currency and to
draw up the g meral regule b1 ong wiich qhould 'govc—*rn ibs procedure
and its relations with and control over the hankmg and monetary
activities of the two States, It will be particularly important to
negotiate with the londatory Power concermin.g."bhe most effective
méans of transferriﬁg the present functions of the Palestine Currency

Board to the United lations Commission and ultimately to the Joint
Zeonomic Beard, .
These currency arranzements will aloo 11ave to cover tlm qmstlon

of sterling bolances and the relation of Palestine currency to

sterling, _ o j

he  Transport and Communications

The Joint Xconomic Board is to he the autnomty ultlmatelJ

L
'

responsible for the ooeratlon of tranaport and communications servn ces
in the common interest, The preparation for t‘nis stagg;e involves .
decislons in pril';oiple' as to the mamner in which opef&tion in the
comnon interest can best be secured, ns to thosé s‘erv:'tcesv wmcn shiould
he udmln_lstered dll"LCLlT' [Shea bl e Jo:Lnt Hcomomo Bo r'dland Laoce ﬁiuch |
should bhe subject to some r\th‘ r t rpe oi‘ Jomt arrangjenent under‘ Lhe

aegis ol t‘ne Boa.rd end tmose which are of local 3 ltoresb only

Very extensive uc~1c11ezs by an uxpel"t Staf‘;t‘ are neCessury to

VN



A/AC.21/W,13
Page 7

a881st the freparatory Teonomic Comm1u31on to formulate plans.
These studies should be begun ag ‘soon as p0581ble in ths first
ingtance at Lake uuCCGSS and Jdter supplemented by an 1nten31ve

¥

survey on the spot.

5. [Lconomic Development

Prqblems pf eoonoﬁic development affeéting thelinterests of
both gtates and the City of‘JeruSalém may appeér less urgent in
the light qf the immediacy of other tasks of the Preparétof& Fconomle
Commission, N@vértheless the United Wations falestine Commission
will probably find that if it oan.point to the prospeot of Joint
economic development schemes tze chances of co-operation between
the two peoples mny be 1mproved. The Preparatory hoonomlc Commission
should, therefore, from the beglnniﬁg; devote attention to the study
of davelopﬁent“questions in order tb encourage co-operation on use~

ful orogects and also to provide a basis on which outelde financial

asalstance for thﬁm may he secured,.

6, Access 1o Water and_Power Facilities

- The Preparatory Economié Commission would need a survey to
‘be made of the effect of the’partitién én water‘and‘bower facilities
in order; in the first instanoe; to indicate the meagures which may
be necessary to preserve existing rights and'also ag part of the.
study of'development needs and possibilities.
IIi. CTHE, DRATT UMDRRTAKING RECARDING BCOUOMIC UNION AND FREEDOM

OF TRANSIT (Part I, Paragraphs D~1 D"L: and D~l8)

The Plan of Iartltlon ‘provides that each state, as a condition
of its Lndepeﬂdence, shall enter into an undertaking establlsthg
Lhe Lconom:c Union of Palestﬂne and prov:dlng for 1reedom oi transit,
The reuolutlon further nrovwdes that if Lb has not dlready heen‘
entered 1nto by the | thes by April lst 19A8 Lhe Undertaklng shall

/be put
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be put into force by the Commissioni In drafting‘this undertdking;
the Cormabolon 18 en301ned 0 utlllze to Lhe fedﬁésfﬁbggéibié
sxtent the adv1ce nnd co~opcratxon of repre uentatlve org canisations
and bodies from each of the proposed statES.

It will be necessary to draft the terms of underbaking at ahx
early stage in the work of the Commission and ﬁefofe;th@ details ‘of the
Seonomic Union have béen full& worked oub by the Preparatory Ecohomic,
Comission, The preparation of the draft uhdertaking as far as éOncerns
Um]kmmﬁcUMpnﬁmﬂdbemﬂwmmmlmwmePmmmmmmmhmmﬁo
Commission in dousuitation with thé legal adviser, The substantive
matterS'ﬁhich would enter into this p&rﬁ of the agrecment hgve been
:covered‘iﬂ-the paper on the Prépératory feonomic Commission, .TFreedom
of‘tfansit and otlicr non-economic matters of common interest, fall
outs:de the ooope of bhc activities of the Treﬂarabory GcénOmic Cbﬁr
missidn. ,Consequently, the study and negotiations hecessafy for the
drafting st theme'clauses of the undertaking should be Begun‘parallel
with the work of the Preperatory Eobmbmic‘cbmmiSSion;

TV, ALLOGATION AWD LIQUIDATIOﬁ Of'ASSE (Pnrt I, Paragraphs {i-l

and F-2 of Plan of Partition)

The prinqiple whicﬁvshould govern-the disposition‘of such immovahle
assets of the Paleéstine Administration'éé'would not fall under the con-
trol of the Joint Iconomic Boafd, is simnle since they'wgﬁld become the
property of the state in‘whose'ﬁérribéry they would fall,

As regards movalhle assels the Jommission is required to allocate
Lhem to the Jewish and Arab tateo and the Uity bf Jérﬁsalem‘on an
equitable basis, - fOr this"purﬁééé, an in&gﬁtdry will havé to be
made in consultation with the Mandatory Power, Tt will then be
neCeusary for the Commission to ]uV down’ celtaln &Ildlp pr’HCJpl@S
on the baéls of whic L an equltable distribution'wnuldfbe made. Tt

s

/might be
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nﬁght;péuadvgntaggous to the Commission to make & study of similar
cases, e,g. India and Pakistan.__

Pafagraph u~2 requires the Mandatory TFower to consult with the
Comnission on any measures it proposed 0 adopt regarding the disposal
of certailn specifi c'aésets (as distinct from ordinary day~to-day
operating) such‘as'the accumilated Treasury Surplus, tue proceeds of
Government Bond Issues and State lLands.

The Cammisslon should hegin consultations with the Mandatory
Fower on these mattérs at the earliest possible date, in order that
it may know what assets of this nature ﬁill be loft in its control,
when the legitimate charges agal st them.have been met; and to make
sure that there is no conflict‘of policy on these matters between
itself and the Mandatory Power, In the {irst instaonce certain agree-
ments in principle should be reached betﬁeen the Commission and the
Palestine Administration, especially as regerds state lands and the
proceeds of bond issues, As regards the accumilated treasury gurplus,.
the gituation is more complicated owing to 1 hu fact that dayato—day
costs are probably ohargeable.against it 'and, therefore, the amount
involved is not clearly fixed, The working out of de%ails‘will
require a close collaboratién betwgen the Commlssion and‘the'
Palestine Administration, and negotiatioﬁs nay be protracted. If,
however, agreement is reached at an early date the working out of
‘the details need not be unduly hurrled.

The full extent and nature of the assets subject to distribution
by the Commission can oply be known when the Pglestine Administration -
nas submitted an inventory, * Broadly, however, they will comprise
ﬁmzmlmwmgcwe@nMSw

A, ImmoVablés: 1) Tand
2) Buildings

-

/3) Bridges,
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Co

tovables;

v

3) Bridges, roads, railway tracks, ebc. '

1) Machinery and equipment

=) Furniture

4) Aninals

Special Ttems;

1) .Treasury Surplus '

2) Proceeds of Covernment Bond Issues

3) Assets of Palestine Currency Board.

R )




