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: E}/ ~o v STATEMENT OF POLICY.

1. The British and United States Delegations have now examined as a whole
the recommendations of the Anglo-American Committee of Inquiry and have arrived
at a common viewpoint on the broad prineciples of a policy for carrying out these
recommendations. The following summary of these general prineiples is submitted
for consideration by the two govermments.

Displaced Persons and the Position of European Jews.

2. There are two aspects to this problem== (1) resettlement in Burope,
and (11) emigration to countries outside Europe.

/The Anglo-Americen Committee recognized that the overwhelming majority of
displaced persons, including a considerable number of Jews, will continue to live
in Burope./ Ome of our objectives should, therofore, be to create conditions
favourable to the re-settlement of a substantial number of displaced persons in
Europe.

3. The only areas in Europe in which our two Govermments can directly con-
trol these conditions are the British and United States Zones of Cermany and
Austria. In these areas, they are prepared to assist native Jews to resettle once
more in German and Austrian conmunities. All available means are being used to
eradicate anti-semitism. Concentration camp survivors receive special treatment
as to rations, finanecial assistance, housing and employment. Moreover, both
American and British authorities are pressing for an early decision on plans, at
present under quadripartite examination, for the restitution of property confiscated
by the Nazis. We recommend that all further practicable steps should be taken to
make possible the resettlement of displaced persons in those zones.

4. Italy and the four ex-enemy satellite States will be required by the
peace treaties to secure to all persons under their jurisdiction human rights and
the fundamental freedoms, and it may be hoped that this will promote in these
countries conditions favourable to the resettlement of displaced persons.

6. Elsewhere in Europe our two Govermments must rely on action through the
United Nations to give practical effeet to the provisions on human rights in the
Charter. They should support the establisilment of a Commission for Human Rights,
and also such measures of implementation as the United Nations may adopt to ensure
the protection of these rights, to the fullest extent practicable. Through their
support of the efforts of the United Nations to re-establish political and economio
stability in Burope our Govermments will continue to contribute to the restoration
of those basic conditions which will make possible the reintegration in Europe of
a substantial number of displaced persons, including Jews.




6. Though substantial numbers of displaced persons may be resettled in
Europe, new homes must be found elsewhere for many of those, including Jews,
whose ties with their former communities have been irreparably broken. As the
Anglo~American Committee pointed out, Palestine alone cannot provide for the
emigration neéds of all Jewish vietinms of Naszi and fasoist persecution. The two
Govermments should therefore prooceed at once with measures designed to aid the
resettlement elsewhere of other Jews and displaced persons. These will include the

followings ==

(a)==Continuing support, through the United Nationg, for the establishment of
the Intermational Refugee Organisation which will be capable of dealing
eof fectively with the problem of refugees and displaced persons as a whole.

(b)==Strong support for the appeal to be made at the fortheoming General Assembly
of the United Nations ealling on all member Govermments to receive in
territories under their contrel a proportion of the displaced persons in

Burope, inecluding Jews. In doing so, it should be emphasiged that the
United Xingdom Govermment has already accepted a commitment to promote

the resettlement of about 255,000 Polish troops and eivilians and their
dependants, In addition, a large proportion of the refugees admitted during
the period of Nazi persecution have remained in $he United Kingdom. Of these,
aprroximately¥0,000 are Jows., With respesct to the United States, 275,000
refugees have been permanently resettled there, including 180,000 Jews.

On resumption of the normal flow of immigration to the United States some
53,000 quota and non-quota immigrants from those European countries from
which the displaced persons are drawn will be able to enter as permanent
residents every year. It may be assumed that in the fiscal year ending the
30th June, 1947, the large majority of these immigrants will be Jews and

other displaced persons. /The President of the United States is prepared
to seek the approval of Congress for special legislation for the entry
into the United States of 50,000 displaced persons, including Jews./

(o) ==8imultaneous, though separate, approaches to the Govermments of the British
Dominions, who should be informed of the action taken and proposed, and
should be invited to support the appeal to member Govermments of the United
Nations and to receive a mumber of displaced persons in territories under
their control. Both Govermments, in their approach, would emphasize the
welight of the influence which could be exerted by the example of action by
the Dominions, the United Kingdom and the United States, in indueing other
xukkx United Nations to correspondingly liberal actiéme The United Kingdom
Govermment would further stress the relations between the settlement of
displaced persons and the problem of Jewish immigration into Palestine. The
United States Govermment would indicate that the arrangements it could under-
take for an emergency quota would be favourably influenced if assurances had
been given that a number of displaced persons would be resettled in the
British Commonwealth.

(d)==Continued active support to the Inter-Goverrmental Committee on Refugees,
and, through 1t, to the resettlement of as many refugees and displaced
persons as practicable. Active consideration is already being given to a
promising proposal for the transfer of displaced persons to Brazil. The
number to be resettled there is estimated at 200,000 or more. Similar
proposals relating to other South American countries are also being explored.
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7. We recommend that, simultaneously with the announeement of the new
policy for Palestine, our two Govermments should make a statement of the lines
indicated in paragraphs 2-6 above. Arab opposition to the admission of 100,000
Jows to Palestine will be much stronger if this movement begins before any indiecation
has been given that steps are being taken to promote the resettlement of Jews and
other displaced persoms in Europe and to secure that other countries receive a share
of those for whose smigration provision must be made.

PALESTINE

8. We accept the principles laid down in Recommendation 5 of the Report of
the Anglo=American Committee, that Palestine as a whole can be neither a Jewish
nor an Arab State, that neither of the two communities in Palestine should dominate
the other, and that the form of govermment should be sueh as to safeguard the
interests in the Holy lLand of the three great monotheistiec religlons. We recommend
that any form of govermment adopted should be based on these principles. We also
endorse the ultimate objective, set forth in the Report, of securing self-govern=-
ment for the inhabitants.

The various alternatives to proceeding with the implementation of the recommenda-
tions of the Anglo-American Committee have been considered. It is owr view that some
alteration in the present govermmental situation in Palestine has to be made and
made speedily. To attempt to continue the present situation would involve the
imposition of a poliey by the exertion of military force and against the resistance
of either or both of the two peoples of Palestine,

In the present situation in Palestine the imposition of a system of govermment
by external authority could only be avoided with (a) by the termination of the

Mandate and withdrawal of British troops, which would lead to such internecine war+
fare by the Jews and Arabs as to make such a course unthinkable, or (b) by agreement
among the Jews and Arabs themselves, of which there seems to be no present prospect.

Since some degree of compulsion will probably have to be employed it should be
employed in setting in motion a system of govermment based on Recommendation 3.
The degree of such compulsion may be minimized and perhaps even acquiescence secured
by wise and practical implementation of that Recommendation.

The orux of the govermmental problem in Palestine is to find a constitutionad
system which, while observing the principles of Recommendation 5, will best make
possible progress towards self-govermment. The Report puts forward no detailed
suggestions for this purpose and our main task has therefore been to devise a method
for its attalmment,

We have considered an Instrument of Govermment on unitary bi~national lines based
on parity between the two peoples in its legislative and executive functions, with
provision for emergency action by the Administering Authority in the event of absence
of willingness on the part of the two peoples to participate in the funotioning of
such a plan, or in the event of a deadlock in such governmental machinery.

In view, however, of the expressed reaction of the two peoples to the Report of
the Anglo-American Committee, we believe that the following plan is more practicable
and that effeot could be given to it with less difficulty.
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Plan for Provineial Autonomy.

fe Territorial Aresas. - The plan envisages the division of Palestine into four
areas: an Arab Province, a Jewish Province, a Distrioct of Jerusalem and a District
of the Negeve. The Jewlsh Province will include eastern Galilee, most of the Plains of
Esdraelon and Jesreel, the Beisan area, Haifa, the Plain of Sharon (excluding the
town of Jaffa) and a portion of the southern coastel plain., The Jerusalem Distriet
will incl ude Jerusalem, Bethlehem and their immediate environs. The Negev District
will consist of the uninhabited triangle of waste land in the south of Palestine be~-
yond the present limit of oultivation. The Arab province will include the remainder
of Palestine,

The population of these areas will be approximately as follows:=
| Arabs Jows
Arab Province !“.000 15.000
Jewish Province 301,000 451,000
Jerusalem District 96,000 102,000
Negev District —— -

The provineial boundaries will be purely administrative boundaries, defining
the area within whiech a local legislature is empowered to legislate on certain sub-
Jeots and a local executive to administer its laws. They will in no sense be frone
tiers and they will consequently have no significance as regards defense, customs
or communications. In our view, however, it is of great importance to make it clear
that, once settled, these boundaries will not be susceptible of change except by
agreement between the two Provinces. We recommend that a provision to this effect
be embodied in any Trusteeship agreement and in any instrument bringing the plan into
operation. The details of the boundaries proposed are shown in the map reproduced
in Appendix A.

10. Division of Powers. « The Provineial Govermments will have power of legis-
lation and administration within their provineial areas with regard to muniocipal and
village administration, agriculture, fisheries, forests, land registration, land sales,
land settlement, land purchases and expropriation, education, public health and other
other social services, trade and industry, and local roads, irrigation, development
and public works. They will also have power to limit the number and determine the
qualifications of persons who may take up permanent residence in their territories
after the date of the introduction of the plan. The Provincial Govermments will be
required by the Instrument of Govermment which establishes the fundamental law to
provide for the guarantee of e¢ivil rights and equality before the law for all residents.
They shall not, in their legislati®n or administration, impose obstacles to free inter-
territorial transit, trade or commerece.

For the purpose of earrying out these funotions the Provincial Govermments will
have power to appropriate funds, to levy taxes, excluding customs and exeise duties,
to borrow within the Province, and, with the consent of the Central Covermment, to
borrow abroad.

Control of foreign exchange and currency shall, for the time being, be a function
of the Central Govermment. The Central Govermment shall also for the time being be
responsible for the licensing of imports. It shall allocate licenses equitably be-
tween the two Provinces after consultation with their representatives, Within two
years of the intreduction of the provineial autonomy plan (unless a later date is
agreed to by the Provinces and the Central Government) a broad sllocation of the value
of import licenses between the two Provinces shell be made from time to time by the
Central govermment, in consultation with the Provinces., Thereafter the Provinces
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shall have the right to obtain for their residents licenses up to the smomt of the
allocation and to decide to what classes of goods such licenses shal 1 be allocated.
At a date not later than the 35lst, December, 1946, import licensing shall be on a
non~-discriminatory basis as between sources of swply.

If Palestine becomes a member of the United Nations or any specialized agencies
thereof (including the International Monetary Fund, the International Bank, or the
proposed International Trade Organisation) the Provincial Govermments must deal with
all relevant matters within their jurisdiction in a manner consistent with the obliga-
tions of Palestine as a member of these bodies.

There will be reserved to the Central Govermment exclusive authority as to
defense, foreign relations, ocustoms and excise. In addition, there will be reserved
initially to the Central Govermment exclusive authority kthawmmx as to police, mxis
prisons, courts, railway facilities and Haifa harbour, posts and telegraphs, civil
aviation, broadeasting and antiquities, though certain of these powers will be trans-
ferred in whole or in part to the Provinecial Coverrments as soon as it becomes prac~
ticable, The Central Govermment will, in addition, have power to borrow money, to
make finaneial grante to the Provinces, to provide for inter<territorial and inter-
national irrigation and development projects, to facilitate inter-territorial and
international trade and commerce and communications ané to provide for arterial
highways. It will be empowered to examine and verify municipal and provineial
accounts, to prescoribe suitable and uniform methods of acoounting, to prescribe
the uses of any funds granted by it to the Provinces, and to examine proposed budgets
of provineial expenditures, and to make recommendations with respect to them.

Immigration will be administered by the Cemtral Govermment. So far as the
Provinces are concerned, the Central G&mnﬁ will authorise the immigration desired
by the respective Provineial Govermments, to the extent to whioh the economie absorp-

tive capacity #f the Province ¥ will not Bhereby be exceededs It shdl not have
power to authorite immigration into either Province in excess of any limitations
imposed by the Provincial Govermment.

All powers not expressly granted to the Provineial Govermments will be reserved
to the Central Covernment.

1le Provincial Govermments = An elected Legislative Chamber will be established
in each Provinces During the first five years of the plan the presiding officers of
those Chambers will be appointed by the High Commissioner, Thereafter they will be
elected by the Chambers from among their members. Bills passed by these Legislative
Chambers will become law only after they have received the assent of the High Commissioner,
representing the Administering Authority, but assent will be denied only if such Bills
are inconsistent with the Instrumentof Govermment.

A provincial legislature may provide that any residents of the Jerusalem District
desiznated by it may be represented in the provineial legislature if they so desire.

An Exeoutive oonsisting of a Chief Minister and a Council of Ministers will be
appointed in each Province by the High Commissioner from among the members of the
Legislative Chamber, after consultation with its leaders.

If a Provinoial Government fails to perform a proper govermmental function or
exceeds its proper fumetion, the High Commissioner will have authority to exeroise
emergency powers within the Province for the performance of that funoction or to prevent
such excess.
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12, The Central Govermment. -~ The exeeutive and legislative funetions of the
Centrel Govermment will initially be exeroised by a High Commissionsr appointed by
the Administering Authority. He will be assisted by a nominated Executive Council
composed of the heads of the major executive department. Certain of these departments
will be headed, as socon as the High Commissioner deems practicable, by Palestinians.

A Development Planning Board will be established by the High Commissioner com-
prieing the heades of the appropriate central executive departments and representatives
of each of the Provinces, This Board will initiate plans for the general economie
development of Palestine and will supervise the implementation of such plans. A
Tariff Poard will also be established on similar lines to advise on customs and excise
policy and on the rates of duty to be imposed.

13. The Jerusalem District. « In the Jerusalem Distriet there will be established
a ocownecil with powers similar to those of a municipal council. The majority of its
members will be elected, but there will be certain members decignated by the High
Commissioner,

The Central Govermment in respect of the Jerusalem District will have the same
powers to limit the number and determine the gqualifications of persons who may take
up permanent residence in that District as are conferred on Provincial Govermments in
respect of their Provinces,

Powers mot delegated to the Distriet Council will ba exercised in the Jerusalem
Distriet by the Central Govermment,

14, The Negev Districte - The Negev Distriect will be held under direot admin-
istration by the Central Covermment pending a survey of its development possibilities.
Within five years and upon the completion of this survey, the Administering Authority
shall submit to the appropriate organ oi' the United Nations recommendations, arrived
at after consultation with the Aradb and Jewish Provinces, concerning the dispoattion
of the area.

15, Considerations in the Adoption of the Provinecial Plan. ~ The following are
the main advaentages of the plan for provincial autonomy: =

The plan offers to the Jews an opportunity to exercise a wide measure of control
over immigration into one part of Palestine and to forward in the Jewish Province the
development of the Jewish National Home. At the same time it offers to the majority
of the Arabs of Palestine their own political inmstitutions in an Arsb Province and
freedom from the fear of further Jewish immigration intoc that Province without their
consent. Tt makes it possible give practieal effect to the principles of government
enunciated in Recommendation 3 of theAnglo-American Committee; and it offers a prospect
of development towards self-govermment of which there is less hope in a unitary
Palestine, It provides a means of segregating Jew and Arab to an extent whieh should
substantially reduce the risk of a continuation of a widespread violence and disorder
in Palestine.

In the long term, the plan leaves the way open for constitutional development
either towards partition or towards federal unity., The assoclation of representatives
of the two Provinces in the administration of central subjects may lead ultimately to
a fully developed federal constitution. On the contrary if the centrifugal forces prove
too strong, the way is open towards partition. The provincial plan does not prejudge
this issue either way. The Administering Authority will be prepared to hand over the
govermment to the people of the country as soon as the two communities express a
common desire to that end and present an agreed scheme which will ensure ite stable
administration.
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In erriving et the provincial sutonomy »lan, ag prefereble on grounds of
practiosability to the unitary bi-national plan, we are not unmindful of the fact
thet there are inherent in it certein difficulticsie

(a) The plan calls for immediste decision of the highly controversial
metter of the boundaries of the respective provinces. It is one on which
feelings on both sides are ept to run high,

(b) The Jewish and Arab populstions are so interleced in the ares out of
which & Jewish Province would have to be creasted thet e very serious minority
problem would arise in that province which would not be involved in the
propogsed Aradb Province. The argument mey be mede by the Arabs that if it is
proper to submit such a large segment of the Argb populatien to & mejority
rule by the Jews in the Jewish Province those seme considerations would suppert
their own contention that 'a Palestinian State be set up in which there would
be a mejority of the Arabs and & minority of the Jews. Under the proposed
syetem, however, there would be effective proteoction for the Ared minority
in the Jewish FProvince. '

(¢) The propesed boundaries sre such thet the land snd other economie
resources in the Jewish ares are superior to those in the Arad area. The Jewish
area would be well sble to support the requisite governmental services of the
Provincial Government. The Arsb area would not now be eble to support even
the present level of services, much less the improved servicesz which the recome
mendations of the Angleo-Americsn Report urge sg necessary to reaise the Arab
standard of living., This difficulty is met by the genersl power given to the
Central Government to meke grants to provineces and by the specific provisions
in & later peregraph for meeting the anticipeted deficiencies in the budget
of the Areb Provinee during the esrlier years of the sutonomy plen.

After considering the foregoing difficulties, we feel that the provinciel
eutonomy plan is the preferable one for meeting Recommendation 3,

156, Further Details of Provineisl Autonomy Plan., == The United States
Delegation have submitted a preliminary draft for the heads of en instrument
of government to give effect to this Plan., This draft, which is reproduced in
Appendix B, gives some further details of the constitution proposed. The draft
has not been examined by the two Delegations jointly; but it is & veluable cone
tribution which will serve as & besis for further work on the preparstion of
the draft congtitution.

Holy Places
16« It will be the dubty of the Central Government to safegusrd the Moslem,
dewish, end Christian Holy Places. An inter~denominetional Council will be set
up to advise the Contrel Government on all matters relating to the Christian
Holy Pleces.

land Polioey

17. In putting the previncial sutonomy plen into effect the Administering
Authority will rescind the lLand Transfers Regulations of 1940, The prohibition
or frustretion of provisions in leases stipulating that only members of one
rece, community or oreed may be employed on or in connection with the land
leased will be a matter for action by the previneisl suthorities.




Immigration

18, Under the provineial sutonomy plan immigretion will be sdministered
by the Central Government seperately for the Areb Province, the Jewish Province
end the Jerusalem and Negev Districts. In effect, immigration into the Provinces
will be regulated by the provincial Governments, subject only to the power of
the Central Gover ment, which mey impose limitetions upon immigrstion in accord-
ance with the economic absorptive capacity of either Province. These provisions
will probably mean the complete exclusion of Jewish immigrants from the Arab
Province, but will result, under ordinsry circumstances, in immigration inte
the Jewish province on whetever soele Is desired by its Government., The grounds
on which the Central Government could curtail the immigration quotas proposed
by the Provinces will be defined in the Instrument of Government and in any
- trusteeship agreement or other instrument approved by the United Nations. The
provinciel suthorities will, therefore, be &ble %o appeal to the United Nations
ageinst eny decision in reespect of immigretion which they consider to be in
contravent ion of the terms of such instruments.

On the essumption that our proposals for provineiel sutonomy are adopted
es the policy of our two Governments, we recommend the mcceptence of Recommende=
tions 2 end 6 of the Anglo-American Committee.

19, We have considered the memorandum embodying the results of the prelim-
inery discuseions held in London from the 17th to 27th June on Recommendation 2
of the Angloeimer isan report, and we endorse the Outline Flan for the movement
of 100,000 Jews to Palestine.

A summery of this plan, revised to take mccount of our conclusions on the
questions of policy then left outstanding and te incorporate certain later in-
format ion, is conteined in Appendix C.

We recommend thst this plan be initieted immediately it is decided to pub
the congtitutional propossle into effect.

We recommend thet every effort should be made to complete the operation
within twelve months of the dete on which the emigretion begins. We recommend
thet the necessery immigretion certificates should be issued es repidly as pos=
sidle. As regards the rete of movemert, shipment will proceed at the maximum
rete consistent with the clearance of the trensit camps in Palestine.

For the purpose of checking illegel immigretion, sny Jews entering Falestine
{1legally after the plan has been initisted will be counted against the 100,000.

The Arab Programme

20, We mocent Recommendetions 5 and 9 of the Anglo-American Committee that
the economic snd educetions) stenderds of the Arabs should be reised, subject to
the proviso thet the pece et which such development can be undertaken will have
to be limited by practiocsl considerstions such as the provision of trained per-
gonnel and the cepecity of the economy of the area to sbsorb & large spending
progremme. A tentative plan has been worked out by the Palestine Government
which can form the bdasis of the programme. .

(a) Health end Social Services. == We endorse the proposals for & health
service for the Arsbs of & standard similer to thet estsblished for the Jews.
We also contemplate the esteablishment of social services encillery to educstion




end health, e. g., institutions for the care of mothers, children end the old,
school feeding, playgrounds, unemployment assistence, the teeching of hendi-
crafts, youth and cultural organizations.

(b) Bducation. == The immediate provision of compilsory sducetion for the -
Arabs is not precticeble, but universal primery educstion could be achieved in
ten years except as regards girls in the smaller villages, Immediste steps
should be taken to improve primary, secondery sad university education in the
Arab community.

(¢) Economic Measures. == Improved facilities for education snd for health
and other social services will not slone bridge the gap between the standerds of
living of the two communities; & wide economic advencement must sccompany them,

The grestest pert of the Arsd rurel community, which constitutes 66 per cent
of the whole Areb population, consists of & peagantry living at sbout bare sube
.sistence level, There are few village industries and Areb industry in general
provides very little employment. Measures to improve Arab economic conditions
must be directed primerily to the agricultural populetion, but should e2lse ine
clude measuras to promots the development of light industriss. The vrincipal
measures euviseged ere the following: o=

(1) Agrerien reorganizetion to rationelize end consolidste lend holdings.

(2) Improvement in the use of lend: promotion of regional developments;
prevention of eresion; agriculturel research,

(3) Promotion of light indugtrics snd development of local crafts and ine
dustries,

(4) Provision of cheep credit,

(6) Expension of lsbour orgenizations.

§8 Promot ion of the co-operstive movement.

7) Living oonditions. =~ We also recommend the following messures for ime
proving living conditions in the Aradb community: -
{1) Improvements in housing and promotion of housing schemes.
2) Survey and town planning with e view to improvement schemes.
(3) Improvement of water supplies.

The cost of the foregoing propeosale is discussed in later peragraphs.
Development Projects

22. We believe thut the need for economic development in Palestine should
be recognized as merecly a pert of & brosder situation with respect to economie
development in the countries of the Middle Eest. In any statement which is made
to the interested partiecs or to the publiec, it should be emphesized thet our
Governments have assisted and welcomed the edvent of the States of the Xiddle
East into full political equality. They have observed with interest the examins=
tion by these states of their possibilities for eoconomic development, which ape
pear to be great. If it is the desire of any of those Stetes to resort to
international agencies for aid by loan or otherwise in exploring and sffectuating
such projects, as for example in the recleiming or improvement of grest areas
by water control end irrigetion, they will receive sympathetic support.
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Certainly most substantial Palestinien development should be linked with
developments in Trans-Jorden and probably in Syris end lebanen,

We recommend that a survey of the water resources of Palestine and, with
the consent of the Government of Transe-Jorden, of water resources common to
the two arees should be undertaken ss soon ns pogsible by consult ing engineers of
international repute. They should further be invited, if sdequate deta for the
purpose is svailable, to draw up en outline projeot indicating the bdest use of
the water aveilable., This project should be considered, and ection on it teken,
by the Central Govermsent in oonsultation with the Development Bosrd s to which
for this purpose the CGovernment of Trans~Jorden end of eny other neighbouring
State affeoted would be invited to send reprosentatives.

23+ long-term development schemes which are wholly within one Province
will be financed by borrowing internally or ebroed by the Provincial Government
or an appropriste organization in the Provinece. In the avent thet the borrowing
is from abroed it is possible thet the loans will have to be ruaranteed by the
Central Government, Long-term develorment schemes which involve both Provinces or
perhaps neighbouring countries will require perticipation by the Centrel Government
but it will be desireble for the Provincial Governments to take as muoh respon=-
8ibility as ie practiceble in day~to-day administretion and particulerly in
finance, The financiel support of such projeets should ultimetely be mede the
responsibility of the Provinces in proportiom to the benefits which they derive.
Schemes financed by losns should be self-liquidsting and as such they cen be
secured on revemnuves from the projects reinforced when necessary by & general
charge on provinciel revenues, :

Finance

24, We have considered various estimstes of the cost of carrying out the
measures set out above, We have also considered the effect on the Palestine
_budget of introducing the proposed scheme of provineiel autonomy., We have based
our conclusions on two essumptions: firet, that the ocost-of-living index will
not rige in Palestine; and, secondly, that there will be no incressed expend iture
on law end order coupled with loss of revenue due to disorders and non~cooperation,

On the first of the points, it is clear thet the programmes envisaged will
constitute an infletionary influence, but against this & lerge part of expendi=
tures will be for imported goods financed with external monev. In addition,
substantial borrowing of savings within Palestine mey be esesumed and increasing
supplies of imported goods st lower prices should become svsileble. Should our
agssumption be incorrect, it is not possible to est imate the effect on the Pales~
tine budget, but cost-of-living subsidies involving expenditure of up to ¥4 milliom
might be necessary. Zqually, disorders and non-cooperstion might edd significently
to expenditures end reduce revenues.

€6+ The Jewish Programme. -« According to our studies the total costs of
the immigration of the 100,000 Jews can be put st spproximetely &70 million, made
up as follows: «=

-
Transitional .l.‘.ltln“o.ooocooooooocooooo 8,000.000
M.in‘...o......u...............u.-.... 14,000.000
Capital investment to provide employment.. 50,000,000




Since it is essential to complete the programme as soon as possible, we
agsume thet the whole 570 million will be spent within two years, The naximum
expectation from reparstions wvailable for Palestine is %6 million; from contrie
bution by world Jewry 820 millionj or in sterling, %35 million., This would give
2 totel of 850 million for the Jewish progremme, leeving & deficit of %10 millien,
which cen be met by self-liquidating loens.

26. The Jewish Agency hes publiely sceepted responsibility for coets oon=
nected with the immigration of 100,000 Jews to Palestine, This financial res~
ponsibility should be confirmed, but there would be no need to ask the Agency te
to agree to any of our srecific estimstes. In due course, the responsibility
in question will be treanasferred to the Government of the Jewish Provinece,

Our studies indicete thet 510 million of required ecapital cennot be
vided from Jewish sources within the next two years. As, however, this ciency
is for purnoses suitaeble for self-liquidating losns, it cen be met by losis under
the $260 million oredit provided for in paregraph 29,

27. Financial Effects of Provineial Autonomy. == A rough distribution eof
exigt ing expenditures and revenues on the bagis of the division of responsibility
among the Central Government, the two Pravinooa and the Jerusslem Distriet indie
cates that: ==

() The Central Government will eontinue to incur more thsn half of the
present expenditures of the Paulestine Government, It will have en
estimeted surplus of the order of perhaps &1 nillion,

(b) Revenues of the Jewish Province will be substantizlly in excess of
expenditurce, giving rise to a surplus of 51,400,000,

(6) Expenditures of the Arad Provinee, will be substantially in excess
of revenues, giving rise to a deficit of £2,100,000,

Since expenditures in the nrogremme for the benefit of the Arabs would be
concentrated entirely in the Arsb Provines, the deficit of 2,100,000 in thet
Province will be inocreased by an amount which might run to bl million anmually
as an average in the first five yeers,

From this total recurrent deficit of roundly &3 million there may be deducted
possibly es muoch as &1l million representing excess revenues of the Central Govern~
ment subjeet to grants to the Province.

There will remein currently & net deficit in the neighborhood of &2 million,
The United Kingdom Delegetion proposes to recommend to His Majesty's Government
to ask Parlisment to assume ultimate responsibility for recurring deficits up to
the time when inoressed revenues per~it it to be met out of Aredb Provincial or
Central Government funds.

28, Cost of the Aradb progromme. == We have attempted to estimate the cost
of & practicable programme, using as & guido the estimate of coste mede in a
survey by the Palestine Government, Thet survey was mede on the basis of a pro=-
gramme sprend over the whole of Palestine. The concentration of the programme
in the Arsb srea would, in eny case, make it necesssry to revise these estimates.
We have allowed for this, end also for such limitations es the provision of




trained personnel and the capecity of the Arab ecconomy to absorb a large spending
progremme, Allowing for such considerstions we think that a spending programme
of up to 515 million to #20 million over 10 yenrs should be regarded aes fully
edequete to implement the recomnendetions for improved education, health, and
economic services of the Anplo=fmericen Committee. In addition %10 million should
be vrovided for credit fecilities.

There ere, however, so many unknown fectors in the cerrying out of such e
programme thet it would be most wiwige to commit ourgelves to eny public state=-
ment as to the amount of the progremmes to be undertaken. Of the Arad programme
$10 million for credit fecilitiee could be seoured from local bHenk credits. Of
the remainder of the progromme, only & smell vortion would be suiteble for the
gself-1iquidet ing loans dealt with under perzgrsph 29, Provision of en additienal
$£12,500,00 et thig time will, it is bdelieved, oare for expenditure sufficient te
ensure that the progremme will be effectively carried forwerd to the period when
means of additional finsncing may be found. The United States Delegation has
there fore ngreed, as a pert of its contribution to the general programme, te
propose to the President of the United States that he recommend legislation grant-
ing $50 million to the Government of Palestine for the purpose of financing deve
elorment schemes not suitable for self-liquidating loans and for sssisting in
the meeting of axtreordinary expenses during the difficulties of the trensitional
period.

29, Capital for Development, == 4 large portion of the capital needed for
the self-gustaining projeets mentioned in pesregreph 22 must come from outside
sources. It is possible that Palestine could obtain & loan from the International
Bank if she should become & member. The United States Delegation proposes, in
the event that adequete finsnce from other sources such ag the International Bank
is not available, to recommend that the President sesk legislation authorizing
the meking of loens through sn eppropriate egency for the development of the
Middle-Bagt region, including Palestine, up to $250 milldion.

() Details of the fineneiel implicstions of our proposals sre contained
in Apprendix D.

20. Public Order., == It is clear that the difficulties of introducing the
policy which we have outlined will be grestly enhenced so long &s there are in
existence armed orgenizatione, Areb and Jewish, determined in the last resort te
oppose by force smy solution which is not to their liking. We agree that private
ermies constitute & denger to the reece of the world snd ought not to exist, and
thet ettemnts to prevernt by violence mxs the execution of the policy once it has
been put into effect should be resclutely suppressed. We agree that to this end
it is necessery that armed orgenizations which eare not prepared to submit them=
" gelves to the full control of the Central Government should be dissolved end that
the illegel holding of erme end explosives should be vigorously combated.

31, Fature Procedure, =- We recoznise that, in view of the existing situa-
tion in Palestine, any policy for that country will probably have to be introduced
without the willing consent of either community, On the other hand, there is &
degree of meintained and determined resistance of either Jews or Arabs beyond
which no policy omld be enforced., An effort to obtain at lesst a measure of
sequiescence from the Arsbs and Jews would, therefore, be an essential preliminary
to the introduction of the shove propesals. We tharefore recommend that, if these
proposels are adopted by our two Governments, they should be presented to Arad
end Jewish representatives as & basis for negotiastions at e conference to be
convened by the United Kingdom Government.




52. In eccordence with Recommendstion 4 of the Anglo=-inerican Committee,
we propose thet the new policy should be embodied in & trusteeship agreement for
Palestine. The conference with Arab and Jewish repregentetives should therefore
be convened in time for its results to be available before the opening of the
gecond part of the first session of the General Assembly of the United letions.
If the results of the conference were such as to suggest that the new poliey
would meet with e sufficient degree of scoeptence in Palestine, the Government
of the United Kingdom would proceed to put the plan into effect and would inform
- the General Assembly that practical considerations.required this to be done es
quickly as possible with & trusteeship agreement and would hope to lay e draft
before the General Assembly et its next (1947) session. It would then be pos=
gible simulteneously to insugurate the policy in Pelestine and to undertake the
consultations provided for in Article 79 of the United Net ions Charter.

35+ We sre mol able at this stage to meke recommendet ions regarding the
coursed to be adopted i the conference with Arab and Jewlsh ropresentatives led
to the conclusion that the introduction of the policy proposed would be so vie=
lently resisted by one or both of the two peoples in Pelestine that it could not
be enforced. In that situetion further consultation between our two Governments
would be necessary.

london, 26th July, 1946.




