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D GEVERAL SURVEY Off i STTUMTION RESULTING
. FROM HOSPTLITHES AND THI MATNIENANCE OF
. TR ARMISTICE FEGIME IN PALESTINE
| INTRODUCTION -

| 1 The hosbilitles thab have taken place in Palestine have affectod
nore op lesg directly all thecountries of the Middle Bast. To take only the
States bordering on the theatre of operations, thet is to say, Israel, on the
one hand, end Iraq, Jorden, Lebanon and Syria on the other, the direct
consequences of the war ave etill being felt. They affect in varying degrees a
population amounting to. about 12,000,000 human beings living in a tervitory
covering 750,000 square kilometres at a geograpilcal crossyoads the importance
of“which ls attested by history and the stablliity of whiech is one of the major

concerns of international politics.

2. Tor more than two years, bheae %tabes, vhose independenca is ®o
recent (Iraq-1932; Syria, Lebanon, Jordsn - 19M6 Israal - 1948) ?govegégonts and
administrations have not yet had time to attain to full maturity, have known
war, truce and, finelly, armietice. They are feelin@ the I%Bl effects, too
often unrealized, on the economic level, Whereas Europe, since the end. of the
war has been able o recover from terrible dostruction in a relatively ghort
period of time, this part of the wordd, which had suffered only minoy damage
as, & result of the hostilities between the Arab and Israeli armiea, hes not yet
succeeded in finding a satisfactory balance. The continuance of this
situation is eerious, not only for the present, but also from ‘the 1ong “texm
point of view. The still under- -developed sconomies of the Middle Eest are now
sufferin{ from the situwation resulting from the hostilities and are in danger
of seeln; the delays in the economlc exploitation of their tarritoriee |
producing their effects in the fubure both on the netional and on the

regional levels.

/I, EFFECTS
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I EFFEO&‘S oN THE EGONOMIBIS OF; 'I‘HE‘ Mnmm EAST
E <Ay Present consegquences. .

GRS
i 1 '

1L AL Present, -the populations of the countries concerned f€re Bﬁffefinf
‘the effects 6f a-situation which 1s 111. defined;and unfavourable to the expaﬁsidn
of all economlc lifey ' 'In the fleld of produgtion, in that of trade between the
countries of the Middle Bast and in vegard to. traneport and communicatlons, these
States are etill working uider a defective system which rotards and prevents ﬁhs
‘application of all equitable and eoonsmically sound. aclutlons for the problem of

SR i I R U
S TR oy

the refugees. A ' v R
(2) Change'in the Economlc Structure of Palestine .

e e

2. The soonomy of Palestina vhose territory was tha the&tre of the._h

militdfy opéfétiohs; has been completely overturned, . There has been a radical
change 1n the populatlon: owing to the.exodus of glmest. 750,000 Palesﬁinian,Arabs
‘'who were compelled t6  flee to the Arab part of Palestine and the_ﬁeighboring‘;_
States, and to the arrival in Tsreel of 450,000 Lmmigrants, _ The Arab economy
hee practlcally ceased to existh in.Iuraul..iuIts‘human elements have heen |
scatbered, whils thelriwealth and instruments: of productlion have been sequestrated
or explolted by the new arrivels. . This situation is. very clearly described in
the memovandum of 28 July 1949 submitied to the Technical Committee of the | . .
Conciliatlon Commission by the Economle Division of the Israeli Minlstry Pur S
Foreign Affalys, i/' AR - BERRET PR P : . |

o 3, The dammge ‘caused by the war. iteelf has not only nob been 1epaired
after the  cessation of hostillities, as in so many. other countries, but, on the
oontrafy, 1% hag been &nd ls every day belng aggravated by the maintenance of an
esaentially tempcrary condition, the armlstice regime.., In short, the continuance
f that situation 1a perhaps causing more damage than the dlvect results of the

i

hostilities‘ il A

/4. . The stepe

g
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b, ’J?}:Le.'silféps taken by the pa,if*ties to safeguard a number of valuable
resources ceanot be rcgm‘d@d @ﬁ a;l,,hher suFI',Lc,ient o:c adeq‘uate.. Two of the Tormer
Palestine's sources of woalth~. —cL'l;x‘us Truits end pobash~ which were all the more

lmportant borause they were a major 1tem on the credlt gide of the constantly
edyerge trals balange, may, BPYVE. 88,80 :Lllustration. 'ljhe produc’clon off citrus
Frvidd has opuwed: From Lh@,.bost(illties 5 hut oven more f‘rom’_ aqbsequcnt n@gloct oJ’

they opange.. g sves, . 0F, ‘uhe) Qra,nga groves be]cng.gin to Arabs:‘ now ‘refugees outside

Ty

Toxgel z-mdzwhub‘LJnToLmLod Lo, )Oper *0n1, of tot&l number 1n Palesl,m@ helf a,'t"e

IS

dgpied.up or -destroyed,, 25 per cent are manug,ad by “I:he "Arhuj nistrabox‘ of Abscnbea

l“

‘« \1-)

Lhe o«alnion of the experts

Property" o stablished, by tho Tsraeli Government, aﬁnd
in 19&9, 25 per cent conld still do .gu.veclﬂ 'J“}m 'Jane“f' \.;f\rmtion Fspp] Les, ’chou{rh

;.
f'LiO’} hoth ux‘ban an(f. ,

other abandoncd pre: )
o R L .‘.‘.::..~ R

to a lesser degree, in the case ol

rurals L e ok
TR B A L ey T
Lo . 5. The. e,xtmoh:lon o:f' pobaah has beun ﬁuB})OI}d@d at the north oj" the

[

Dgad Sea, an area. under the oo:r;l,Lg'o,l nF Jordem., No a(rreament has bcen reachecl 'bo

'|\l/

enuble work to be :r‘esumod b;y\ bhga £04 mmonary company, Whl('h is Obllbf‘d Lo coni‘ine

IR it

1%g, activities to the more in;a‘ocg T Lbla qouthern a,rea. The pamo applles to

L i S b
electric. pover and bhc—a e of‘ h;ydraulir- power, ;rn these counbriea whose sconomlc

IR

IR R TR N
JEnture both in. agri culture an(l industry is closely boun(l up Wj Lh the dnvelopmen‘c

CReS il
of . hydro-electric poyer, x'asourcas romaj n ummed q{.mcl. tha c’tamage caused bo the ™

13

exisbing. msballatlons is vory, often lef‘t unrogu Lrecl ‘
: RN : C e e gl

'''''''

(b) Erohibition, of, l\og,lonnl Trmlu

o ) ) ('l.‘_'.. ‘: K :- M : o (N P """""t“
6, Commercial re]utlons on Lhe rogj onal 1ovoi between the Stateos ‘

partles to the coni‘]‘ 2t had alwsus boon conalderublu , Blnce Lheir economies were
in meny ways (0mp] ementary Jﬂox' l:wo yaurs ’ howovor mﬁitary barriers have
provented bhe cxchangfe off produc' td , thereby lowomn thc stemdard of 1ivirlp oF'
.eertain populgb!on groups, 'I'his re t‘f'ogrurlc devo] opmont 18 a,lll “the more paraw" i
cloxioal ainm the MLr'Ldlc L.ast has had in oommercial matters a tradition o PEedd Bm
which lms beon to a ]mrp‘e extent one oJ‘ bhe HOUE‘CE“ of 1ts weoalth throug)hout EATN

history, At S

1 Document A/ iB"C“‘(,' paue 61,
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7 ' Under the Obtoman" Empire P the territox‘:ﬁesu t.oday undar ihe contx‘cl
of Israel and’ of Jord&n ' Egyp{: S;yria and Lebanon vere subject to a singlb
ahbhoriby, end. there aa no obstacle ‘o ‘trade Setweeq them, The advantagk of
’auch 8 situa{: ion to the populations concerned{ v!ras ‘récognued ‘oy the League off
Nations. When the League conferred the Ma,ndate for Paleatine an the Uni’oed

x|(‘.

\‘Kingdom, 16 was expiicitly provided ’chab “the M&ndatory Pmmr had the righb to'E

TRy

'reementa wibh Stabes vhose territories in l9lh Were parts o:f‘

¢onclude sbﬂcial
i .‘ g

Aamtie Turkey or Afdbi&. Treaties under Art 1cle 18 oi‘ the Mandate were ;
successiwly conc.Luded Wi‘bh Syria ’ Lebanon, Trans—Jordan, Egypb and Iraq ( ea.ch of
these States 18 now in conflicf wdh Is ael) A Lreaty was conclude-d wi Lh “
E’lﬂﬁ in 192,1 and x‘emﬁed in 1929. m 1039 thab s:ht,le 1ns brument was reliieiéed
by two trade treaties, one “with, Svrm and Lhe otner wihh Le'banon. I.n 1928 a o
treaty wag Bigned With ’I‘rans-JordﬂJlg bRt provid.—d that neibher Trans-Jordan

"nox‘ Palestine WOuld raiae customs barriers between their two countries ‘wiLhout

the previous agreement of both parties, and, :In fact y there 'Were no ct..stoms :
ba.rriers between the“.two countries. Tn' 3.9)+9 & treaty waa concluded wibh Egypt
4 px-omohe l,he exchange of complementary producte. In .1937 a .“o.rea Ly 'was made
with' Ira.q and a frae zone esbablished 4in bhe port of Eaifa to bav‘thn starting
:point of a route a,croas the desert.l Apart from that 1&51‘ treaty, which was o
"'declared to ha\re la,psed by common consent in l9l¥l all bhe other ljreatiea “
ramained n :f'orce until the opening of hostilities,‘ Tra.de wa.s active up to ,
19’41 Paies Line exporting manu:t‘a.ctured goods and oil to th te Arab Suateu, wh*le
"the latter exported food produets and raw m&teriale t-o I‘al‘ sth . p“.w thp '

wax-, commerbial relations "between Syria ’ Lebanon, Jordan, Egyp‘c and Israel have

‘ v

e

noﬁ been resumed. 1 _

8 The same Article 18 of *“he Memdate imposed upon Lhe Mandatory POWEI‘ :
the: obligation Lo grant most -favoured-nation Lrea,i“ment to all the S’rates Members
of the League o:f‘ Nationa ’ tha.t is Lo say, not bo grant preferential treatment to
Emy “ohe of them to the detriment of the obhers.. Thab ar’t}icle wa.a applied in a
libex'al mamer, since Japan, ILe,ly and’ Germany profibed by 11: even a,fber their
withdrawel from the League of Nations.

“1%g,: The hostilltles and the armistice regime have not only suspended
the é.pplica‘bion of these agreements, but have stopped all trade between the
former Palestine and the Arab countries, the new State of Israel being suvjected

to an economic blockede by the neighbouring Governments.
/(c) Difficulties
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(¢) Difficulbies of transport and obhmunioatfons
Tevsignn . 10y The contihuahce of this Bitudtion also hinders facilities for

thej,in ernatiohai gdéd an‘d b&ss:anger tralfde whigh: 'hag,;been Qne o;f.‘ “he
' erie' ic i'eatures f‘”’ bﬁ’is“é&‘ea SV ing to e, g,eogrg@pix&l poa it;lon vhich

ia _p_art icularly suita%l v Phahisioont dnentak; <tirede Debueen. Eux'ope and As 1&.
R . i\ Py 138
Trane\port 2. rorrznu%ﬁirc:é%iohs “Bothrdbii thie: Aral Stiates, and Iaragl, are Amposs 1ble,
K Y e T
Jdoth, Legally aJ._d in ap::'ffwt,:{ce. *HerE 18 no road Frangpors: in. eithpr direcfion

)v;

bet\qeen Egypt ';nd. Syx{ia."' Jordan &.n& tha Lebanon, “bggauag ; the territory' of Isra.el

opemte under 6: dsiderable diffic“ui AE8 o fmclumn,g m,:‘x"dora of access and
L 5p¢cial time tables, and the“prohibibion of: £ lghts., over . cpr‘cain tex'ritories.
‘I'b.ese prohibitions, annoy‘ing in' tHemselves., Bctictines, give rige to acta ‘\
rgsulting 1n fatalitias, 1obs’ of ' goods and, cong iderable, clel,ay in ’che deli'\rery
N
Qf mall,  Sea transport ‘Hertvicds are ‘obliged. to meeepeqial, routes which
necessiba’oe costly and 1@ gbhy ‘b’m"vsshipmente of.paggengers. ﬁml goods, eVen: vhen
] rore. formal prohibi’cioﬁa aﬂe‘ﬂot"mPosed. » Indteadsof - :gofng to Tripoli (Lebanon)

FERL

('qr pass ing through tﬁe Suez 'Céinbl,  tankers Bupplying., the. Haifa, refiner}ea arriVe
.from the Gulf of’ Mexico, br‘ dfvé ‘$611ged to-travelisround, Africe to ‘61'~1'né éfude
oil f:c'om the Persian Gul:f‘ ~18n" dperhtdotis which: 16 known as "Operation V&sco

de, Gama K TheBe transpox‘t ' g bommun {eat Lons: Atfficulties go ‘beyond"; bhe‘ Tintts

of Palestini&n terriﬁox’y pi‘opar, and affect greab,,nn,tema,bional arrerips f;;xoh as

“bhe Suez Canal, where fx‘eedom 'of papsage 1& -mpeded Dy the discriminatory "

‘ measures applied %o deaels by “Bgypt - in.the b}g@akad@ sof, Israel b,y bhe Arab Staten,
No stepa hanre yet “Peen takéd tovfacilitate the: ‘resumption qf traai‘fic on the main
routes, elither for TS of'foy doeesn Lorthe Holy.-Rlaces, though specii‘ic
provisigpﬂis ma,&e for such steps in some of the armistice agreemems. Iastly,

e pilgrimagee and tourist’ ’Cra:ﬁ‘fic to thesé areas; nermally. importanb eources of

. 1:ncome and capa,'ble of "¢bnsideratle development ,.68 heg, Deen noted elsewhere s Are
| nob on the scaie Fhat might be'desired. The difficulties of gassing through
Arab areas tc "Israeli Hreas Bnd vice. versa fdseouxage; the, inf‘lux of.' travelltra
to & i)art itioned Holy HEHA N thus prevent valugble. opm;ribubioné to bhe

balance of tr&de. S L e aummed il s
! N L T

in

S bielbann ARL. The rassage

Il 'nl"' n Lt
Y e
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"75 Under the Ot{oman Empire, $né Herptborden todny uder the sontrol
of Isn:agl end of Jcsrdan Y E“gypé S:yria. and Lebadon svere. subject, to. 8- slngle
suthordty, snd lore vaH Tio Obstacle to'dradeVetwéen them..The adventage of
such & situa.tion to the 'opulat:[ons condertied weis: recognized by .the. League. of
Na.t;ions. When thehlleégue conferred the Manddte<for Palestine . .on the United
| King&mn, 1b was explfcitiy provided that the'Mariiatory: Power had.the. right tg”; 
camclade s#ecml &greements Wwith Statds vhose’ sherrdbories. in. 1911; were parts”bf
Asiatie ’I‘urlccy or Ambia. Treaties thider Article 18 of!theiMandate were .
aucc:ess'i'&ely _q'ézlc_l.ucled. with Syria ’ “Lebanon; y ‘Trang=Jordan, Egyph.&£nd. Iraq (ea.chof
these Sba.teswis nbw i:n conflict’ with Tsreel), . A tieaty was. coneluded with o
Syri& in 1921 and I‘eV.LBed “n 1929 In 1299 ‘thetruingle . Anstrument was replac:ed'
by bwo trade trea.bies, one ’witlg Syria and tHe 'oladr with. fpbanon.. In 1928 8. .
treaby wae signed wi’oh ’L‘rans—Jorﬂan.. Tt provid‘ D thedt neibher Lrans. -Jord.a,n
nor Palestine would raise ‘Sustoms barriers between thedw ‘two countries without
the previous agreemem. of 'both pa:r.-tias, and ~in facty:there were no customs b
barriera betWeen the two oountriee, In 1949 a treaty was -congluded wibh _mﬁ
to promote the exchange o:f' complementary “produsts. Tn: 1937 2. tyeaty vas, made
with Ira,q and a fl‘ee zona ‘established in the port of Ha.if& to. be the . sta,rbing
poim: oi‘ a rox}te aoross the deﬂert. “Apartt from that- last: treaty, which. wes .
‘declared. Lo héwe la,psed. by ‘Colmon conment 1A 194l all-the other Lreatles. i
remained 1:1 fox'ce until the opening of hostilitiess : Trade vas. active up. to ..
19k, Pa.les tine expor’oing manufactured goods and: o1k to ‘the Axab Stabes,. while
the latter exported :f‘ood products ‘andraV métérials to-Palestines Since the .

war, comzmarcial relations bebween Syria. , ‘Lebenon, Joxden;. Egypt and Israel haVe

not been reaumed. T e [ et Ty
. ,..8- 'I.‘he same Article 18 ‘of 'the Mandatd’ inpodted ‘upen the Ma,nda,tory Pewex‘
the obligation bo gran‘r. most-:f‘aVOured~na.ti011 tredbment to:all:the States Members
of the ane.gue of N&tibhs ’ ‘that 18 to’ sa.y, ‘not! g grant praferential txeatment to
any one of them to the detrimeﬁt of “the” othetk ~That: krticle was.applied. in.a '
libeml manner, since Japan, Italy and’ Germahy profited 'oy At even after their
withdravel from the Leaeue of Watlods, "¢ Wi s imel oL ae
9. The hoabilit leas and the armistice regime have not only Buspendesl
the dpﬁlziéé;lbion of these agreements, but have stopped all trade between the
former Palestine and the Arab countries, the new State of Israel being subjected

to an economic blackade by the neighbouring Governments . :
/(e) Difficulties
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(e) Difficulties of transport end commhhioations
L 10; . The contidvance of thid situation also hinders facilitiles for
i%ﬁé”ﬁhtefnatiﬁﬁalﬁ@%bﬁs*ahﬂ“pﬁssmnger'tr&fﬂig“whﬁﬁhwm@s.@gan ome ofithe
charboverist o featubes ofuthisiafed oving to Lta geograrhical: pogitlon, ¥hdoh,
1sfpa'rﬁ'1téuiarly- “sultatle /forr trénsscontinentsd: fwadsy bebyveen. Burgpe and: fada.,
Tyanspory: awd cohmmtbeirions between. the Arab. States. anq«Iqrael.prg impoasih;f,
ot LA 1Ly and 40 practice.! There 18 mo road: bmnspor’c meither diregtdon:
between Bgypt and Symiﬁ,anndannﬂnthha‘Lebangn,‘hpogpmakﬁhgwtapggtpry of Igmael
ﬂcahhot'bé'ordéﬁéﬁlﬂﬂn°&pmtb‘o@ the: eXcellent‘exiating,r@ad;hefworks.‘ The same
appliel’ to “intertiatitnal ¥alilwhy! commmication..«The pday tmnspoxt oompaniea
’bpemt&e undet: cotrlderable @ rEficulites ,” Includdng @ idors: of, acceapc and
specialattmeabab&eawvand'hhe‘pronabition of«f«ignhshaferrCerbain berritoriggm
Y NenE “prohibitionsanndy ing: In.themselves, somebimes:glve. rige;to; acts. gl
resulting in fatalities, Wloss: of goods. and:- considerah&e Selay..in; the. QeliVGry
of ‘s 1Ly Bee: tranbpoxt ‘seivices are; oblige@ e .usev,apeq;la,l npufes, which e
rikobsEltate coptily and dengthy transshipnents.of. passengers and gopds, even when
more™ fortisl ‘prohibitdons evernot: Imposeds i Inateat.of:golng to. Tripoll (lebanen)
‘o, paasing through theSuszCanel ;) tankers supyl&dn& the: Haif& refinerieg arrive
from’ the’ Gulf of Mékico'”or araobliged to traval;aroundrAfﬂica to bring crude
| ot fromw the Peirsian Guif . bm:pperation.which <ba:kmown: as. "Opemtion Vasm "
de Tems", - Thebe: ‘trengportiehd scommunicat lons; GO Lonlt tes, g0 Peyond. bhs? l(‘tm}itﬂ
of Palestinian: terribbry}prqparf and affect greaf, Interpational, arteries guch, as
the Suez Oanal, where :freedom of ipassage -1s impeded, by the. discrimipatory . |
MeRBUres applied. to vessels: by Peypt in the blockade .of Tsrael by the Arab Statee.

--mbutee,-either for trade-ei. fop agcess jo the.Em&y quces, though quoifio.."
provision is made for such steps in some of the armistice agreements. ,l&stly,
pllgrimages and: touriﬁtfwrafftq to these areas,, mormglly dmporfant . .sources of
dncoine and capablé’of congiderable: development ,: ghas bepn noted elsevhiere, sre

:wfnotuonwﬁhe;sdaieﬂthwhﬂnighﬁgpe.ﬁesﬁrad@,,The‘diff$gu%%;@§,qﬁipass;ng.tproygqﬁ
Arad ardas to-Terdeli-aveas/and vice veysa disgourage the;:influx of - travellers

o a partitioned Holy rbamds: mnd thus . prevent valuable pontyrlbiytions. fo, the, %:i
balance of trade. : con e S ammned ot w00 s iy

w50 B 42, o The passage
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S T1Y The paisBEEE of Ydourees of power'ﬁhwaugh th&ééfﬁﬁunt?iea hh& beeﬂn‘
Interripted, - O¥L fromtIieg Ho’ longer\flowawtowﬁhe.terminuswatuHAifa,sand:théﬁa
donstruction of & second pipeline has been mtopped atithe TePaeli frontidr, b
‘eonclugiion T ke ‘el sve b Has brovght hotchiangs in e 16 buation which adversely
et fecta ) o ﬁﬁé”dﬁefhﬁn&gﬂxﬁ&q;;a~prdduoing“GOﬂn%ﬁyfwﬁmﬁﬁWnﬁ Tongst receives it
HirayRlites Prof e Sirics S TGHATY “compeny’; SALOGN Hhe “Ethér nefie ToraeY, whish'ts
vrgently ' nesE "6F Hudk bewér for Lte aprleil tuve and Tinddetiy, 'end Ydetly thet
European countries, whomeivdsovery is lapaelyiconditisnal en adldvetry of & fuols
paid for in sterlingi:Isatly, the large Yefinssy et Ha%fa: hug bobn unsble téi
resﬁmaﬂﬁﬁd&udﬁioﬁ"offd“ﬁbﬁmﬂr baeis ab-a tine Wb thé“éhﬁrﬁhﬂﬁ”@f'guch
instellations is ofie o €5 bottlo-vocks 1n'HHe “oll’ Aindadteyr, fo
SRR TWHELe the Brmistice agreeonts’ puti- 8 o 0 borthe Hostilitles g *
tthe miliiary QovEl , ono agréement hes lossensd uhe Pioolrs of ‘8n économic waiy
and & bipckade thab ere gbill mwointalred. - The mlrendy difficult economic !
sltuedion s apgoraveted. by, dhis. pa”alysis in the Afstribution of wealth, ' Inwns
fisma&lxparﬂiculariymth&map@ralyﬂls iaursflecteﬂﬁﬂn;diﬁ%ﬁcmwtias71nwoonnexion¢me
vith the balance of paymﬁnts,‘monetary policy, supply-and.reationing, .. It also:l:
‘hes . &1neot}amd,1invﬁoma'casas, ‘serious. effecte jon vexbeln Arab.Stated, -
Particulanly those, which. before the -hostilities gent. e larae. pert of thelr it
agrlcultureld. produce o Palestine, , TR H 3 o R Ll ST IR P oe) S CUR E PR WL A T S A
o dFes e Sahfar 28 concerns. the Arab Stetes: themgelves;: -the. effectﬁ ofibhgle
economic. blockada of; Taveel on their own acononio g, ané“partipujaTWy ok tliedp: wu:
balences: of: paymenbe;: have:no: dovbt been offset, pertly: end - very artlificlaligpy:”
by the: arrivel ofra body-of new cqnﬂumﬁrayx&h@nﬂr&b?rﬁﬁuaﬁaﬂynyﬂThe.ywrbh&ﬂeﬂufa;
goods, Lor- the. most part. foodmtuffs, and the. use of-porwices by-the ralief . i
Or@&nizatipnawﬁonhrefuge@sb(UNRPR,‘1ater-DNRWﬁ)uhawa?emab&a&:thosawsthtesxtorrﬁw
£ind an oﬁﬁlet for part of their pmoductlion formerly éxported to Palestine and
raid for in strong cufrencies (to. the value 9f.up to, one-and. half willion” -
,dollara o month) JHed it not been for thaae "bod'les2 ﬁh@ bawanoes of p&ymﬁnts
would aometiﬁse iévé ;hpwn heavy deficits and there would probably oven hayo
been very serioua economic crises, particularly ;n the Gaza area and in Arab

a‘-

Palestine,

i
EIES B
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1k, Israel hes no doubt to ﬁdma dxtant lightened the difficulties of
the blockade by concluding comme?ciai agreemenﬁs #ith certain.European countries

1\1 . «' a v ‘"‘, ¢r‘h,l‘, '.\ : ,:r wt .
for thé aupply 0¢ foodﬂtuffﬁ “and by Ubﬁaining Bﬂb@ii@b d% oil from the Pereian
o endd %’}‘::7;,“ wit ot T e Do Y :

Gulf ana e, Gulf of Mexico, 5 g ; e

i, L Ve eyl x’(ns

" l). Tt 35 nevartheles‘“%rue that the" mainﬁenance ¥t An' armistice
PR T A SR PLR alrh T e g o fon .
rb ﬁartly CompTémentary,

- E: 4 r'y n Iy ; ro)-, Yyt L,‘- .
tends to suifla tpe economies “of countrias whose pﬂo&uet
By St nndl ey gindoy wndagsan PRCLIN RN
Fnd that the measures ad.opt ed'by Governments ond’ ex%erhal aseistance “bot ‘cotinberact

I SOKE ST '»'34“\1\

the effeots of thig’ Bihpafiéﬁ ar? from.the economic Doiht ot view, artificial
nid i aeelred Beps erend Lorndoeon ay o Y ‘ i
reum&ies which help tosmaintain ;) paradoxical situatibn.'ﬂ fa g
T ey b It e »
(a) Natural Rbaotioﬁe o thedfbpﬁiations to Thoss impedimen%g
LS N AN R TS Yt AL

16. There havé'been rgao@ions expressihh'oppositﬁon té the artifici&l
1mpedim@nts imposed Sﬂfth;‘ régﬁé;}culation of goods anﬁ ﬁéﬁéons.' With regard
to gogda there has beéh\éh incréase in Bmug plinn; an activ1ﬁy which haa always
ef?éﬁgé.owxng to the 1engﬁh of the fronblers and the nﬂture of these countr':!fas.1

vt .,‘ BRI LENCIOT IS '_ EAIGNIA oy w ', . ‘.'"'1""5

It is ho, secrat to anybodthhat Araba and Israelis nee the v&llagqs on the

SV ‘.w Y lJ}'S‘ Gy
arn?stioe 1ines and employ,a thousand ingenious deyices for tting round @pp“‘

umhoritiea. . In this they are assiated by tha fact‘that

LN ‘f'r"‘-‘&‘v ,: g

Viikt

e r*1'm<a

TN

st

obsﬁaoles erecbed by thg?
thexe ia no affbctive cdntrol.

[R5 4w : L " ity A, :Ht‘r’t fure M ,\,‘r“” o bt

11:; Uhfcrtunate oonflicts are often cause& by tha lively and persistent
reaction of the peaple po restriot;on& on mnvemenx ana to the_refuaal to alJow

...... :f‘xﬂ; ,\\ A

some 1nhabitante to return to their homea. The infiltration 1nto Israel or

D;l‘f\

‘,TPaleﬁtinian.Arabs attempting to return to their homee is severely resieted by the

yyyyy LSRN

” Israeli authorit tos,, Moreover, the paseage of Arabg frbp the Gaza goastalvbelt

towards Jordan is prohibited and encountere between these refugees and Israeli

N A

‘gqtro;q axe the occasion of repeated inciaenps. | Whereas smuggling operations
work out. to thg benefit of both the parties involve o élthbugh in the lonp run

LRV DA S

auch activities are harmful ﬁo the nrestige end autpority of the Statea, and the

Toigerepy g ;O BUREGAN LV e

¢

ol N -
ny e .\ R RIURTACY

1/ T%e mﬁgazine The.: E@mnomist exyressed the view &hat.. on‘a canaervative estimate
i e value.of: foodatufife: pmmgaled. fz'Qm the Arab to ®he Isrboli.part of, v.i
voo.Jerusalenm: amountead &o #504000 Ealestinlan muﬂ@-ﬂstxxi@c'{ﬂOWDﬂPerlﬁm9-,. Y
-:‘:'.!"-’{Thﬁ.". EQ@nQMi‘ﬂ.’b,;L?Md@@‘; 21 q%nm;"”'»1-950):;_;;:-‘;.-:-:.}*,re, Slsaron pane i e
/voluﬁb:f”“f“:
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| AJAC 25/W.5
DT e 0 poldandecias ™o Feen 0 b dregnes g] ::i;tPa@;B Qi

WS e pAEME frwrs] oo dwacit o D denbu dan bfaan adw neosweiey Jerd
f f@lum@cﬁ'geéd@‘1ﬁwa&v@¢'is*ﬁmali in cbﬁpﬁviaeﬁ*miﬁh weher Jpossible; voluma10f
s ppEde v the mwemé'rﬂ:g G ihupin béings sre theoddssion .of mufcriunate acci&anﬁs,
ofity “boo ‘dften Pekel, “iRedulations could, hovewdr e idevisdd. for regulating:
such movements and relieving tha’dembgr&pﬁié“pve@Sune"mnﬁﬁhe¢Gazanbelt.taxuuaw
”43)“”%%5}@1@5 DA e *IELI. ow of “bhe " Refugee sRcblem sy sl 1o
=2 F8) PBotli e Jpelopled An: the countrisd &lrewtly toncerned. nybthe: s
~loGHEYIeY dxdobhe irtdvnational community at: large:ave Ytk souiferars fran;aisdiua-
tiorvhickhitag Tagted orily too dlong; but their:sufferings aveiminor in:en sl
oouperisonswith tHose of the Palestinian. Araﬁo refhggesy ., Upnooted from: thatrs
homers’ anduwtiithont. sthe «moans. of eubsistence, the&ex7§aﬂ@60 PGP$0Qﬁ1h6V6uh&QOm&\
conpuievs rorly s iand aie (Tike iforeian bodige in thogeonenies of-the-countelies:
vhilch daave rectdved thew, «and vhick. ln most Gﬂ;‘r%em da nobigrankithen the tegalt
rightibd vorl: | Pheed - refugses form & kind-of lubowrd fercenaptifielally 2ueu:
excluded Ufrion“the resonomic: elneuit and competing with ngtlonal lebour....;When;
hheyiare not; e in e -casas: (-Iﬁfbanon)i +the soavse ofwunempleyment;the ;effact
wiofe-thedy preseones tw tol'tause: & decline inwHges {in Jarden-and vhe Gaze OBy,
The' relief dlstwlbuted! tdthese. unfortunates ;. and the:partddl and ~tomporavy.ya:.
iy gploywevite whiich e mnortty -of then have' faun&‘-,-‘;.{fke’ap e -in & eltuetlon of sy
e Mpalherve Y from Wheoconshie! point of wlaw, 8 ‘gituatdenivhich dlvertstheldr Lax
Attention: Fyothe: Heod 6! sosk stable employmsnt: and e permendnt home, Thie
attitude w11 be tard ‘Hnd I many cases nake AL Lol tothelrofinel dne sratidnl

L S T I

+ A4 'phe wcoidhy o f tHe fobintries theve ~they settle, , el | Lerinl Yo onias o
wf el I gigp: Theset Hindrede: of thoupends 'of proeted werdony conpleelir-dapetident

onthg $ite vrintional’ commund ty ‘dre” BELLY Bvelting wenettlewsiitl v As (hey ‘Breept

T al1vE DY ‘outsiag 151 Which hds been conbinued iy’ o ithe: Pravewt  thiel SPpOlLem o

thet i HubEt dtbhee” Bha the weanE of thelir fuburdexistEhos HEiTl Worskin unsokved.

They -Porin’s niabelj o e theh. ‘& mmbbr bE: unbteible tindbes thintEined Ii Siiforssd

1dlens sl uheuntrolleble 1n-the i ‘readtlony bl ah Fnoreksingiburdsh D ing B L

their high Dipthirete, These refugess, a potential source of wealth for the

Near Eest, ave at present only a crushing burden, and will remaln so if an

attempt is not wede In ome way or anather to relntegrate them in the economlc

circuit of the countries concerned,

/20, In thils
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QOIn this respect, bl bayment of Beompemsation bo those of the
Arab réfugeés who obulé. nﬁﬁ ‘votibt to their homes in Israel (State of origin)
would encourage and materially assist them 1o’ pebettlingidn:certedn - Arab ghates

PR AN AT .
(Ste.tes of set‘tlemeni;) Untn Gcitnpensation fobabandoned property ds.made in sote

el

oyt or emyl b@w the na’t’)urafﬁ’ Hélire: of the vwnbre wfi suehl property. will) berdo
Sy g BF gten o ;s !
vecover it, taat 18 6 Bay, £o return to Tergel’ rwtlvelfoy kot . enmen rinan

1. The rahabilita&man and resettlendnit) of ithelrefigees. 1B, a/problem

‘the early sol ot o wﬁ'ich‘ 8" the' Lrus politideichnd ecbnomic, mteresta of

oy 1'J LE e o
‘each party. he x-e-estaﬂ)liaﬁmeut 'of ‘normal’ oo dnbtitt wonditions wonld facilitate

" |; ) r}nql'y

ita Bolution. Un tha athéﬂﬂ hanc'*. :Lf “the px‘éusfx&‘\s%‘lﬁ?minn 4.4 continued, some
extremely largé suma provié.ed “b’x‘* he' gotdrdetty S8-Smain States may ‘he:used

T B T R TN

for puraly temporaxv purpbses w_u uhout f‘i*walJ_v 361 NS LS pesl problem, : Hhel

. 1451

question hecomes more dif‘fic-ult g tire gos# TER, Wk Bithte oafde. the "time™

factor plays a negative parb. T“w retirn of thé'Pelestnian Arabs vateess v

qupstions whioh ev?ryday Become nsra &ifficdlf:”fti“vféw ‘wEithe ldwge influx'ef
S b el o

. immigrants ;’mtb Israel an i‘nﬁu.a *“hich 1" sb TidPgs BHEg about 150,000 néw:

M
W WG

o m'c-_rivala cannot be accoﬁimo&ated n apite 687 4nge Yéguisttion of houses abandoned

o 'b;‘rwthe Amb refugees ancl E&ve to liVe in g P1a8ds, (Phe estimate of the damage
caused to the abandoned propertiés and the éetififte 6f the cempénsabion, torie
paid to Arab refugees who choase ‘not to returri apsbecéming ‘more ahd-more gomplex,

and the chances of fﬁnding equitable sollft I'thi et otke “move ¥emote - from-day;to asy,

Y o, e’ economic ‘Séndition 'of the MlaRle! Bast; ite development: gince

5 19118 and 1ts prospects Pl the Fubure ‘ape fay Tron resssiuring. ' The budgets. of

the Statee cf‘ Iarae:l Syria Jorﬁan and" Egypt\‘ aps’ wighod‘ down by the expepditure

R P I

employed in 6qui;pping vt e:&ploiﬁing the: redsourcls of: the: Qauntrstea :concerngd.

g The prevailing econo‘mia Confitibhe 1fthese areas ere not. profoungly affected by
such operaticns b ‘the ‘{tivestiments of the ¢1lvvompanies st the. rate . of abput
$5OG 000 OOO a 'year , the Toets Bhdunting to'$12, 8005000 granbed: to Iraq ini;

| 19149/50 by the Intema'ﬁioﬁal Bank for Reconstfrhction' B, ;Beve&opmant -and the

L BN RN TR LT e
i At o e e i / Loans - - ki

S N SRR T v . i
/ Ploe- ¥ T i fipes BRI O A LAY -"’Nﬁ T

BREETN

4 R S R LTI T PO Pl
C ot i SRy Iy S

e Taga ped peny XU JURNY
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" loans granted by the Import and Export Bank to Saudi Arabia in the amount of
$15,000,000 and to Israel in the amount of $100,000,000 (it will e noted that
these various loans have been granted to countries which have not had to cope
with the problem of the arrival of the Arab refugees). ‘J.‘he» prasent situation is
uncertain and the future prospects are not reassuring for- these countries which '
one would like to see not only at peace bu‘t proaperous. The importance of the
-resumption of normal relations between the countries of the Migdle East cannot
be evaluated merely in terms of definite fimcial'aﬁd commerciel advantages.,’

On the Aradb markets, it is true ’ Israel would encounter Weatern products with
which it would be difficult for har to ompefte, It ir also true thut the Arab
Stetes would sell more to Israel whan tasy would buy {rem her (t.hat wes true .

also of Palestine) But ons muat loolq beyond hese far too- Limited considerations
o0 see the total benefit, not only at preaent bu‘c in the future of a normalization'
of inter-State relations. . These benafita cannot be exprsssed in mere agéounting
terme.* In regard to the future s 1t 18 ad."a aable to take into consideration
the consequences of & state of peaaer,« ‘el éi‘real contribution it would meke 7
to the developmont of the Midd.le East. , | ‘

* In a confidential report published by the Economic Division of the Iurasii
Miniatry of Foreign Affairs under the title "Principles for the Reviezl of
Econumic Relations betwean Israel, and the Arad States", the Israeli experts
conélud,ed that the Arab States had more to gain from a rapprochement than Israsli
'I‘hey ‘considéred that from Egypt, Israel might 1mport annually 5,000,000 pounds’
worth of cotton, oil cakes and minerals and chemical products , Whereas Istael
would only be able to export to that country goods to the value of 350, 00 pouh&a.
About 2,300,000 pounda' worth of cereals and fruits might he bought. from Lebahoh
and Syria, but little or Hothing could be sold to those countriea. About

350,000 poutids' worth of foodl préducts might bo 1mported from Jordan; but Teraell
exports would not ‘amount to 75,000 pounds. At present , thesd goods am ought
elsevhere, but their price is increaaed b,y transport charges.

/ B, Futum
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B, Future Congequences

"3. The continuation of such a situation is & serious matier owing
to its preesat effects. It aldo contains the seeds of Yericultien that may
appess 1n wheir full dimensions at- the least convenisnt time, that i to say
when politsi~~l sovcemsnts have at Ilsst snebled veace to be re-aestablished.

(a) On national economles,

2k, On ©b» naticnel Jevel in pertictlar, “he Areb States are in danger

of having to endurs the resulte n* =n scononic -rli-y *hirk 18 too clogely
comected with nonglderations arlaing‘ouh o bus wearest conflict. A prolonged
poriod of retardetion might have werious ravilfe, oo a¥yrs #o since it would take
place at a time when the whole world in squipnarg and mbdervizing its industry
ad agriculture, Tho attention oFf thore Statss abould bs drawn 4o the
Imnortance of the conclugione and mropnsals of the United Nations FEconomic
Survey Mission established by the Conciliation Commimsion for Palestine., The
pllot projects heve the advantage that they can be carricd out immedlately, that
they have the fisancial and technlcal asaistence of the Unlted Nations and that
they may possibly become a starting-point for larger development plans.

(b) Development on the regional level,

25 The geographical and economic imtewdspendence ¢ the covntries
of the Near FBart 1e a fact which thzir inhabitants cannot lgnore except to their
cost, If the prement situation were indefinitely vproleonged, the economic
development of thoge undere-developed countries might come aboul in a chaobic
and unco-ordinated way,

26, Behind barriers more artificlal and fragile than protective
cuatoms, a cloged economy of national industries and agriculture is being
created and developing. These nacionel intereats, refusing to take any notice
of the growlng competition in neighbouring countries, and in willful ignorance
of competition in general, are using and blocking capital rerources only too
rare in that part of the world for the purﬁbae'ofﬂeatablishing pimllar
enterprisens, . The effect of such a policy‘ié"to leave all the difficuliies to:
the fulwre, wvhen the barrlers isolatinz the economies of these countries -
have fallen.

/27, If,‘
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G BT T, on “bhe"“d%hér‘ﬁand' trflé“i“é wora. some skiad of- agre.‘ei‘mnt not
orily’ be-bween Israel and:fther Araib: Sta-bes but" sver be twden-hhe Mrab States.
-t?hemselves ‘ohe prospects of davalnpmsh’o would appee.r' 4n _quiﬁa’ B differen't
light," A MOT's ‘patisfactory balanca of the sconomies mightibevachieved andwn
~natural specialises: mipht - amarge and prospere fMQrewparhapﬁ"in.these arean’ -
than in any oiher,: the cowoperatisn. of addanenﬁ}éduntriéa~appeara‘td*be«*a
necessary fO.L the cultivation of new land and ’che managemen‘t of rivers,.s#problams
that - are: 'bhe 1cey to all deverlopmenﬁ in tho Mid,dle Fasty: Bivers arossing several
frontiers cannot -‘be managed. without the - agresment fof: Lha ‘riparian States .
‘Moreov‘er the work e developmenl“ roguires. invea cm@:,m on Buch a largs. scalé

“ &a to necessita.ta ths agreemont of several couati ies nn .jein'b plans and: the
provislon o:f‘ wnda apportioned areny the partiem conoarned clasbly, 1t de
aimcat certain “thet  an appeal for: external &Bsmstancs would prove 1ndispenaabla

e An view of - the lack: of loval: capltal,. thBIBlOWHSSB\Of Ttardcocumulabion; ‘dnd -the
P.archaic nature and 1nf1@¥ibilﬁty Qf th~ fisoal syﬁtems, But: such‘aeeistance
'eould baa granted only 1f. adaqua.%a ecndmions of . sta,’bili’cy exigtels - Sueh
corrditions are necessary to’ attamct private capital ahd ‘uch: - loehs -as’ might be:
granted by intarnational mOnetary institutiond.v aarvwﬁm: SR A SV A T :~

} = 328 While: in:the vest: of the WOLLA:imw in Scuth‘Amerlca, Europs and
-’che I‘ar Eagt-s- ‘constant: effokte &re beimg nads! -bo faci&i'ba'be whe: joinﬁ’
clevelopment of netural Yesources and trade on a mgismal baais ‘b‘kese‘ under-'=
develbped countries! of the Midﬁle Fast are witnessmg a partitioning 0 T of the
}various nartlongl ecomomies and B contraction of: marketﬂ. v AL a time. Wh@n :
Lnatlenkle ‘©gononts’ units “bf’ secnndary importanae are tenaing h@ diaappear and

" rsofibine Thr. the: welfars - of.- the” peoplas th:m a.rea rf the WOr:lc‘L ig! more d.ividad

Tt

te-day than ever.before,. i '“:<f~"c~7gw*?ﬁn ﬁr? &f ﬂ$5n~;ﬁ';e’i':'3'%f£
' BortmigE nS IIIo CONCIUSION Q?ﬁf’ﬂna'wi.f:iﬂ*.ﬁfJi: SETEES

2y RS L. R . Lo . ._y_ W L. - :
,\..",.,,\ IR S T oo LY . NPT

29, I‘b ia of grea‘c im;portance *ooth for the countriee; gopaerned and
fory ’che UnitecL Na,tiona, %o rega.ch a. se‘otlemen’g. or a,greementa which would give
g .,.,theae countries an opport,unity,,‘ _p repair t,he aamage ga,uaed by the hoatllitiee
» and: atop an. sconomic. War, Vhich m,the long run :15 . o
Such a. ae;tlement or, agreements woulcl ;Cinally ena?;)le X PRy
. countries of the. Micld,'La .Eaat.. 1nm1qclia,tely Lo, undertake _,;wiigh"a.dequate resourges the
exploitation. of ;their thritgrieg and raiae th@ standardg Qf liV$n3 Of' s thair

i*pOpulationE LiEeh sloda o
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w‘30;"~0niy~by ﬁéﬁurninthq Mmors nprmal4donditiona'will 1% be possible
4 ley the found&tidn§7fér'a‘healthy”ecdﬁomy'which wouId'reBtore to the Middle
Bagt 1ts’ p051tion ag & ‘centre. of 1nternational trade and thus enable 1t to re=
cover a place which belonua to it by 4dta hiatorical destiny and geo&raphic&l |
positicng When this balance 1s restored, the Middle East will be able finally
£0 emerge from a period of mtatic economy-and gradually to enter a dynamic
phase of development, ..« =~ . . - _

"31. On the other hand, if the present altuation peraists, not only.
will there' be a.danger that the etandards of living of ths~peop;g,might never
be raised, not oply.would théra‘he e danger that e;ﬁ@xnal Financilal and techhical
agwistance adeduate to the requivemsnts of the aituation'might not be granted'
but~the‘ma1htenance of living standards at their pregent level would probably
prove difficult, . . The esonomic, di aequi1ibrlum resulbing from auch 8 situation
wuld then be the cause of possible. canfllicts, in. the social.and,political fields.

.32, On the'militayy lovel, the armigtice aéreementé»have localized the

conflict and gtopped.the,bloodshed, d@ﬂtruction and damage.» Unforfun&tely these
agreements have not been transfermed into peace.  On. the economie level, no
flexibility has been Introduced Into a syetemwhich ig esmentially temporary.,
The maintenance. of . such: a.sltuation, contrary to the . very. spirit of these
egreerente; tonds Yo raise problems and.creste & tenslon that is acq@ntuatedaby
the mglntenance "of & blockade,.. - S e e e

~33e It would, be: dangerous to think that the existence of,; armjstice
lines: would be. sufficient. to maintain a state of. peace,; even: when guaranteed
by three great Powers,. . If region&l eoonomlc Aiggquilibrium ﬂhould persigt, and
1f, -ingide sthe various countyies; suLveraive ‘9lements vere Likely to find. material
for their propaganda:in the poverty of scme countrlea‘apd in the sqfchation of
others, there Wouldsba-aléanger'that~&eeperata golutions, mightuappearvtd be -
the(sim@leﬁta - Thore vould be a tamptation to resort to direct action.in both
domeatic and foreign affeing it SR SRR BV N PO OF PR

3&. Though +the' mainténance of a pclitival Btatus bus. quo . is; apparently

essy ;. 1t odnnot eatablish you
"progress.. | It would be & miétake e be deceivea by ﬁhe apparent,. aolidity oft such
a strigture 1I°tHS ‘mtandawds’ of liviﬁg are“not raieed and. a more equitabls
" economic and Bocigl’ syatem establiahed. To enﬁertain gach déluaions wonld-be to
abandan o revolutiohary: 1ntriguea & sector that had been thought saved. . Thege.
areas: WOuld then e in daxiger of. internal collapse in whole -sections without even
havlng-heen attacked. by an. axternal enemy, . -

Government House . . Joriigs e : L R Lt
18 October 1950,



