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Expansion of health schools, including the Professional Nursing
School, Midwifery School, Sanitary Sub-inspectors School, and
initiation of a Practical Nursing School and a Health Workers
School.

Expansion of Tuberculosis control program.

Establishment of Quarantine Stations.

Malaria Eradication,

Increasing personnel of the Ministry of Health.

Study of the organization and management of the Ministry of Health.

Financial Institutions

1.

2,
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7.

Activating the full program of the Central Bank so that it will
carry out all of the responsibilities associated with central
banking, including closer surveillance of commercial banks and
the establishment and enforcement of a cash-reserve requirement.

An _increase in_credit facilities by the commercial banks to
accommodate industrial and agricultural development loans,

Establishment of an Industrial Development Bank.
Establishment of local governments development fund.
Establishment of Postal Savings Institutions.

Development of a capital market by the establishment of a securi-
ties exchange.

Regulation of insurance companies by passage of law already pre-
pared and submitted to the Council of Ministers.

(Administrative, institutional and numerous social welfare capital projects
have been omitted from these listings.)






TABLE 3°
Page 2

East Bank - Programs and Projects (Cont'd)

Wheat Research and Production2/ -- -- - 127
Cooperative Societies 13 -- --
Public Administration 2/ 548 ' 471 586
Feasibility Studies b/ ' 38 210 - 642
(FY 1968 - Zerka and
transporation study)

Loans
Pending: Jordan Potash Co. -- -- 15, 500

Damiya Junction/North Shoona -
Authorized FY 1965 (6/29/65)-
$1, 640, 000

West Bank Programs and Projects

Grant

Arab Development Society 75 50 25
(Ass't to a School for Orphan
Boys)

Bir Zeit 23 : 12 --
(English Language Training)
Feasibility Study of Jerusalem 90
Airport (or less) -- --
‘Hablus Girls School - Impact Project
Science Teaching Commodity 4.5 -- --

Loan

Bethlehem-Jerusalem Road 1600
(Auth. 6/66)

Jerusalem Airport .
(Auth.11/66) 1800

(In addition to the above, the GOJ could be urged to obtain financing for the
Ghor-Safi Road, expansion of phosphate markets, railroad intercounnections,

other tourist or farm related roads or improvem ents)
e

al Do have some effect on West Bank

b/ At the time of the FY 1968 Congressional Presentation was prepared,
we planned to do the Zerka Feasibility Study in FY 1968. Since that time
we decided to fund the study in FY 19687. Thus the actual FY 1967 obligations
will be somewhat higher, and FY 1968 somewhat less. gy
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TABLE L

#*
A. Selected Israel Imports from Third Countries (Available from Jordan)

1965

i$0005
Wheat 13,98k
Tobacco L, 067
Wool 3,102
String Beans 1,058
Cigarettes 7T
Skins of Goat, Sheep 39k
Chick Peas 317
Wheat Flour 278
Lentils : 157
Olive Producis 75

B. Selected Jordan Imports from Third Countries (Available from Israel)

1965

Z$0005
Fabrics (woven of wool or fine hair) 2,146
Electrical Apparatus 1,460
Yarns (man made, sheep fibers) " 1,389
Garments of all kinds : 1,112
Tools , 500
Watches K 347
Razor Blades 311
Jewelry : 280
Pens, Pencils ' , 182

# NESA/Planning is developing more detail on Jordan/Israel trade flows,
in the event of a settlement which could open the area to freer trade.
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advantages to each side in the present conflict. Both sides
would stand to gain from political arrangements firmly
establishing borders and providing assurances of protection
against aggression and violence, whether through armed force
or terrorism. They would profit from economic arrangements
embracing regional development schemes centered on the
exploitation of petroleum and other natural resources,.and
the provision of water through desalting or other arrange-
ments. And the Arab states could enhance the welfare of
their populations by moderate political development.

By supporting measures which will propel the area in
these directions, the U.S. may hope to rebuild its political
position there and to preserve some continuing role in the
development of petroleum and other resources. But this is
not a foregone conclusion. A policy of leadership risks
antagonizing some or all of those who are led.

The obstacles in the way of any comprehensive plan for
a settlement are enormous. The bitterness, the exultation
and the frustrations of war are bound to increase them.

On one side, we face an even more alienated Arab world
in which, partly because of Soviet stimulation, we are regarded
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as imperialistic arch-enemies. We- serve as scapegoats for
military or other adversity. Our economic holdings can be
held as hostages, and our diplomatic relations are expendable.
Because we have special ties with Israel, we inevitably suffer
from the stubborn Arab refusal to recognize the existence of
Israel or to maintain relations with it. Arab moderates must
bow to this doctrinaire extremism. And it commands very wide
suppbrt throughout the Asian-African "non-aligned“ world and

in the United Nations when Asian-Afriéan'votes are counted.

On the other side, the Israeli attitude presents a further
obstacle. Their victory'secure, they wiil demand full
policical recognition through peace treaties including firm
and expanded frontiers,‘and guarantees of security and maritime
rights. They will be loath to trust or accept international ‘
supervisory organizations. They will be more convinced than
ever that readiness to use force on their own is their best
defense against Arab weight of numbers. And their leverage
in U.S. domestic politics can limit our flexibility.

| Great Power rivalries also tend to.prevent comprehepsive

action. The Soviets have obviously decided that in the lbng
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continue to play a considerable role in the future. It represents
all parties; provides impartial mediators, observers and forcesi
and facilitates mutual accommodation and consensus. It can be a
unique center for substantive negotiation.

Nevertheless, bécause the UN does not adequately reflect
existihg power relationships, and because it is increasingly
swayed by Asian-African leaders responsive to the radical Arab
point of view, it may in future be more useful as a forum for
formalizing and overseeing agreements ;eached outside the UN
than as an arena for hammering out settlements. Once a compre-
hensive program‘is developed for the Near East, we must consider
carefully whether and to what extent its individuél elements
should be pursued through the Org#nizatipn, and how it can be
executed in other ways. |

I1I. The Focus of UN Action Today

As the fighting is ended, the Security Council will move
to deal with the problems which.prOduced it. The major guide-
lines for the United States in this early phasé of United Nations
action should be as follows:

A, Assumiﬁg a cease-fire in which Israeli forces stand‘
fast deep in Arab territories, the conditionszof their wiﬁh~'
'dfawai will assume cépital importance.‘ We can maximize our
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influence by seeking, in and outside the UN, g& link withdrawal
with agreement on key elements of a political settlement.

B. Having opposed territorial gains by force, we must
continue to support the territorial integrity of all states in
the area. This would not exclude limited and balanced changes
designed to enhaﬁce security and to end conflicts over status
which have led to violence.

C. Pending comprehensive peace settlements, and thereafter -
as long as they are needed, UN observers should function on both
sides of all the Israeli borders, under an enlarged UN Truce
Supervision Organization (UNTSO). General Armistice Agreementé
of the 1949 type are to be avoidéd if possible, since the Arab
States have not considered that they put an end to belligerent
rights. New truce machinery should preclude a repetition of this
situation.

D. The UN Security Council should encourage negotiatidn of
peace treaties between Israel and each of its neighbors. ﬁN
machinery should be used where appropriate to observe, supervise
or guarantee compliance with treaty proviéions. The Secufity
Council might decide on certain principles or provisions to be
incorporated in each treaty.

E. The UN should play a major part in insuring that

the rights of all shipping in the Gulf of Aqaba
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are safeguarded. The UAR and Israel should sign on to an agree-
ment for demilitarization covering the whble of the Gulf of Aqaba
and the Strait. No naval vessels should be permitted in these
waters. There sh§u1d be no military installations at Sharm |
el-Sheikh, If possible, the UN should negotiate a side agree-
ment among the four riparian countries providing that no
artillery emplacements should be erecfed within range of the
Gulf or Strait., A UN observer post at Sharm el-Sheikh should
be responsible for reporting on any interference with merchant
shipping entering or leaving the Gulf and on any naval presence
within the Gulf.

F. In preparing for peace treaties, we should support
territorial adjustments along the following lines:

(1) To end the inflammatory controversies over military

and cultivation rights in the demilitarized zones on the

Israel-Syrian border (and the Latrun salient) all or

part of this territory should be ceded to Israel.

(2) A border rectification should give Israel additional

territory in Jerusalem (including access to the Wailing Wall);

Mount Scopus should be wholly within Israeli.territéry.

(3) Some eastward border adjustment to broaden the

narrow waist of Israel for sécurity reasons should be

considered.
TRERRE- . FYNTQ
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(4) Some cession of territory by Israel, as compensation,

should be included.

G. The Arab states should be pressed to abandon their
economic warfare against Isfael. While their primary boycott
of Israel may be unshakeable, their restrictions on those who
do business with Israel and on shipments of oil to Israel have
been self-aefeating and should be eliminated.

H. If a general peace settlement were attained, the
Security Council could then declare that the Suez Canal should
be open to the ships of all states on equal terms, in accordance
with the 1888 Convention and the Egyptian Declaration of 1957.
At the instance of the Security Council a provision guaranteeing
non-discriminatory treatment to Israeli ships and cargoes should
be included in ﬁhe UAR-Israel peace settlement.

IV. Toward a Definitive Peace

The ideal components of a lasting peace settlement between

Israel and its neighbors should be:

_a peace treaty with each;

the firmest possible guarantees of territorial integrity;

- a satisfactory settlement of the refugee problem;

a large and imaginative regional economic development program;

a regional arms limitation agreement.

—SEGREF~-_ EXDIS
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Peace Treaties - The objectiye in negotiating such treaties

is to replace the unstable armistice agreement system with
solemn covenents fixing accepted state boundaries; to establish
a legal state of peace between the parties; and to permit the
development of diplomatic relations and normal international
relationships between Israel and the surrounding Arab countries:
In this way, it may be possible to obtain a lasting settlement
rather than a pause between wars.

Separate peace treaty negotiations are preferable to a
general conference or a comprehensive agreement sought in the
UN. Treating with the Arab states en bloc fortifies the
ascendancy of the more radical element; separate negotiation
may increase the opportunity for a breakthrough.

The difficulties are formidablé. No Arab state has been
willing to recognize Israel, negotiate with it, trade with it,
or cooperate witﬁ it. Opposition to Israel's existence is the
only basis on which the Arabs have been able to attain unity.
Even the act of negotiation would be regarded as treachery to
the Arab cause -~ the more so since peace settlements have been
a standing Israeli objective. On the other hand,. the Isfaelis

are likely to make demands utterly unacceptable to the Arabs.

—
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Nevertheless, this moment of Arab defeat may provide a
unique opportunity to set a new pattern. Nasser will either
vanish or be seriously deflated. Moderate Arab leaders formerly
restive under Nasser's leadership may be susceptible to persuasion.
They might agree to support an Arab ruler who dared to negotiate.
Their hands would be strengthened if:
- the initial plea to negotiate came from the Security Council;
- the principal proponents (in the public eye) were not the
US or the UK but a willing chosen instrument such as
the President of the Security Council (Denmark in June),
or the Latin American members of the Council (Brazil
and Argentina);
- prior private discﬁssions with the Soviets had led them
to acquiesce in the procedure or at least not strenuously
to oppose i;.

Jordan today seems powerless and maybe on the verge of
dissolution. It is conceivable that if Israel should seek to
retain the territory west of the Jordon River, Iraq, Saudi
Arabia and Syria would attempt to partition the remainder
of the country. It would be advisable to persuade the Israelis
that their long range interests would be better served

by reconstituting Jordan and signing a compre-
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hensive treaty of peace with it. This would permit Israel to
escape regional isolation on at least one.frontier. It

would provide an opportunity for Israel to demonstrate ifs
capacity to maintain friendly relations with an Arab state and
to contribute economically to that state's development through
cooperatiQe measures. -

Once the process were started in this way, efforts could
be made to begin negotiations witﬁ Lebanese leaders and
moderate Arab leaders of more distant states such as Tunisia
(Bourguiba has already hinted at‘the need for Arab-Israeli
accommodation) and Morocco. Syria and the UAR might ultimately
be iaduced to negotiate,

Territorial Guarantees - A new peace treaty structure should

be fortified by the firmest possible international commitments
to oppose its alteration by force.

On the UN side, the normal Charter protection in this
regard should be strengthened by specific Security Council
assurances of UN engagement if the territory of a treaty state
were threaténed or attacked. A.Security Council declaration
of this nature would put aside once and for all Arab claims that
the status of Israeli territory beyond the limits of the 1947
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partition plan was in doubt. It would also assuage Arab fears
that an expansionist Israel might gradually absorb contiguous
territory.

As a practical matter, a quadripartite guarantee of a new
political settlement (US, UK, USSR and France) would be still
more effective in consolidating a peace treaty settlement. It
wauld also set the stage for at least limited cooperation
rather than unrestricted competition between the US and USSR
in the area. The prospects for such a guarantee are not
bright, but private exploration of the possibilities would be
worth while. |

It should be noted that, unless the USSR agrees, neithef
-Security Council action nor a quadripartite guarantee is
possible. We might have to be satisfied with less formal or
extensive guarantees through the UN or otherwise.

A Refugee Settlement - A key element of the political

settlement would be a solution to the refugee problem. Such

a settlement must include a token return of some thousands of
Arab refugees =~ suitably screened -~ assuming any appreciablé
number actually wish to return; compensation in reasonable
measure for other’refugees, as a cbarge upon Israel but with
substantial financial assistance from the US; and the encourage-

SBEREF - EXDIS
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ment of re~settlement of refugees,.with suitable financial
rewards, in under-populated areas of the Arab world.

| 1f Israel refuses to relinquish the west bank of the Jordan,
something will have to be done regarding perhaps éne million
Arabs who will be under Israeli administration or alternatively
forced out of the territory. This will increase still further

the difficulty of finding a solution for the refugee problem.

The foregoing arrangements are distinct from the shorter term
relief and relocation activities for prisoners and civilian
populations which will confront us in the immediate future.

We would expect these activities to be coordinated by-a temporary
UN organization stimulating and directing national efforts
and utilizing various UN agencies.

Regional Economic Development - At the same time, inter-

national resources should be engaged in an area development
scheme in the Near East on the same broad basis as that envisaged
by the President in connection with Southeast Asia. While it

is unlikely that Arab states would agree to cooperate with

Israel in such a venture in the immediate future, our willing-
ness to inaugurate it and to press forward with it ‘should be

on the table as an option which the Arab world may later.wish

to accept.
SEERET - EXDIS
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