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Francts Rettaneh

745 FIFTH AVENUE
NEW YORK 22, N. Y.

ELDORADO 5-6163

November 3, 1952

Mr. Allen W, Dulles
1308 29th Street N, W.
Georgetown,

Wash ington, D. C.

Dear Mr. Dulles:

As promised, I am sending herewith copy of my paper about Palestine;
also copies of various projects for the Middle "East I have been working
on, and which we discussed recently.

\A}& I am planning a small dinner for the Syrian Foreign Minister, Dr. Rifai
&, g on either Tuesday, the 11th or Thursday, the 13th. I am wondering
@/y whether Mrs. Dulles and you could give us the pleasure of attending this

/ dinner. I will of course let you know, as soon as the Foreign Minister
decides which of those two days he prefers.

With kindest regards and best wishes to both of you, from both of us,
and looking forward to the pleasure of seeing you in the near future,

believe me. -
Singdrely yours,

FK:mp Francis Kettﬁeg/ww ' 1

Enclosures
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Novewber, 1344,

A PROPCE..O BOLUTION Of i HE
PALISTINIAN FEFUGEE THOLLIM

avants .gzgvg proved the validity of my comention that the Arab Stghed can:iii e
perguaded, at the present juncture, i sigm a paace treaty with ISracl, especially

if the a..r>8:: to this probiem is predicated oik-a packaged unit ¢ oncept. Al
Zastarn proverd says that "ope can climo a ia:der one step after the other’.
iheveiore, the {irst and most urgent se; is i tr; and golve the probiém of sattling
tie Calestinlan reiucess: An e.uitable malution of the reizces problem will clear
away leolings of hatrad and frustration, snd will creats a <il.aale gpawe oro-

pitious {r subsequent peace talis. | .

AB olnted vut in our discussions, Ido not tellsve that any res, wnsible Argh
Statesman reall; wanis to see his: Palestinian feilw Arabs go back to lsoasl
to hec . me not cnly politieal hostages of the Isrsei! State, but also hawers i
wood and carriars of water, as descrived in the Eivie. f courms, there s an -
AMcr; ior the recatriation of every -alestinian Arav who wants 6 ¢o ba.s, and
It;h ﬁcry is due to various reasons, s me of which I wiull ilke to cention

reves w: ‘

a. The Arab States balleve tiat 8o long s they :iaintaln tnis requiremest,
they are legally protecting thelr stand on 82:e of the jucicial aspects o
tis Calestinian sroblem.

b. Soma Arab staiesmen belleve (wrongfully o) that such repatriaied Arab
slamerits may for: & useful fiita columnn in Israel.

é. The sut cry for i’ﬂwﬂ-‘um is pa.my tiec up with emotiznal muddled
thinking ~n the part of some of the leaders,

d. The main roason, however, why these refujees would iike to get back is
Cgcause they have left behind thelr houses, .ir>perty, gardens and ilelus,
an. they fesl that by going back the; mignt be avie to recover something of
what they swned before .olitical events exiled them from their h-.naiand,

It is tais soint which is important and which at the same time might .rove the
clue to & worsable sslution to the problem as inllows:

I have personally talzed to many of these refugees, some ~f whom: are clse
relatives, others friends who have talked very opsaly with me on this subject.
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to come to terms with the Arao States and pay these States & lu:np mmtm'lhg
cnitesded Lou arty of the reiuge2s, thosE refugees isel that they WS wﬁ"’ i
get anything worth talsing about irow the Arab Governmenis, On W ttae: -did,
and s uld thay be ieft to the tanuer werciss ofipe Israsii i:i‘:}urnmanf; Wit
whon: tisy are $o discuss the value of their .rapert. and the amount i COL=
pensali:a ixevefor, they might very llkelg get eitue: asthing of 8- litie that it
would be hardis w-rth the time and the effort, That is the main roasion 1T ﬁ
thelr insistencs n Jolng back, they ieei :hak if they ¢ uid regain “msiw
theirprogert;, the: . ould have secured somathing tangivle. .

. )
I thersi wre feel reas navi; sureithat If the Unitad Jtates, which has ta-en the
leadersii. and which I8 raoraily responsibie i~ what has haupaped n ‘alestine
8o far, waniad to take tne leadsrship again, the, _~uld solve the - biem ;
eguitably aisng the foliowing lines: :

. ' They feel taa: (u9y are vile-ed Hobson's eholca. I tos Israsli Covernmemt were

A Commission could be {>rmed coniyosed of vne me: ¢ {rom the U ftates,
208 from England who has had yrevious aiminigtrative ax.arlence "‘;gf-_ Paleﬁgns,
one revresentative for the Arab refugees, ylugone regraaentativ&frs = a suaid
neutrai .ountry 1.6 Turkey »r ;referavly -skistan. Such a Lommission would
take the (Hllowing steps:- '

a. Coniirm that uncer intarnational law private .roperty ie sacred ;nd cannit
be coniis.-ated or taxen away {rom s rightful owners axcet W just
compansati on, or by due yr>cess of law, o

b. . riclalm that it would sit as a tribunal or court of assessment t rg::'?i‘ge
al clpias ior lost or damaged Jroperty {ron all the refugees wao wrild
lize to ille such claims with it, L2 they Ax‘lbs or Jaws.

c. Declare that the value of al!l such yrope:ty would be the marxet vaiues '
‘which existed in ralestine ;rior to jartition in 1547, and determine thcle
values, as the claims are jresented, sucn datermined values boi.nq final
a:.c blnalag on ali parties. o

d. Assure any claimant who flles his claim within a reasonabie time limit
that suca -iaia would ve investigated and that 1f he is entitied to eom,8u-
sation such compensation would be fortacoming within & reasonabie tine
Henit. :

e. Against the above puarantes, 2ach cialuant should be srapared to sign
Jape:s glving uy his intentlon 5f returning t> Israel, agreeing {o be re- ;
seitled somewhere else, slther In tha Arab world or in any other ¢ountry
walch would allow {madgration, «
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f.. . The comimittee v uil cHer every refluges, vi: is the head of & family unit,
" ‘Sepaspactive of whather he has any ciaim f>: v ,erty in Palesting op other-
wise, a chance of settling n the land either in Northern Syria op Morthern
Iraj. Any refugee acceptinc t> seitle on, And wari the land, will be given
ir3o of eharge & minimum of ¢ domgms (7 i/2 scres) of land and a house,
wii. i na cannot resell for at least Sgr 10 years.

g. I, aslaw convineed, & minimum of 70% of tha refugees acca,t such an
* gerangaiment, then the . > nmittae could negotiate wita the neighboring Arac
Governmants i>r resstiieuont of thess refugess wao have accapted to goitle
»:%eide Palestine. The Uniisd States, under the Point i our Program, chuld

fin. Ui funds {or rewettling these pefugees In Transjordan, in fise Djesireh
si &, ris, ®ad in the Norwss<n ,a-t of Ira;, and for inltisting mouern ircigation
scLenes, -onstructing modera villiges and roads to these villajes, and
furnishing (hese ssttlamants with tractors, ajricultural machirery, sahools,

. hosyitals aud whatever else way be necesSary i start & new useful aaa;munal

_iiie in these settlements, Such & project can be administered by a special

Doard on woich specialists from the U,8, A, the Areb States and the refugess
would work togather, _ o

The mals .Toblen aowever will be to find funds for comjpensating the Arab
refugess {:r thalr iost property; any sum indicated must of necesaity bs con-
siderec as ver. approximate; however, people who have studled this yrobiem
belisve that a suc ranging Detwean £ 3uj,ul ., - -and 5 4.¢, . _
(moproximately —ne billion dollars) wiil besulficient to comy the Arsb
refugess for thelr property lost or left behind. As the United Stl}cs_has :Drdereé
German; t> pay the Jaws @>mewhere between $86.., ., . - and S8y iy

to con:.ensate them: for progerty confiscated by i:tier, and as the State of

Israei v.iii most yrobably secure the majority 9f this sum, in lisa of the .ead
clalmants, art of these funde can be divertad to ay the Arabs (oY property
confiscated by the Jews, which propemy will then revert L the Israall C&ew;nment.
Any balance could be ralsed by the Isrseli Government through selling thelr bonds
in the U, 8, &, or oo owing from the .orld bank, '

This . sumittee, waen negotiating with Syrie, Iraq, and Irangjordan, mignt 88K
ther: t> ma-e available & certain amouni o. agricultural mad free of charge Lo be
districated 1o the refugees as sutlined in paragrayh ' & . Thus sven those
agees wno have isft no property behind in ~slestine, and whd conse uently
(navimg nothing t> galn or iose) migit eonceivably insist on being rajatriated,
wili have an iucentive for settling iown and becoming good farmers in new
‘surroundings, (ar away from the contestad borders. Against the jrovision ™
‘agricuitural land free oi charge by the Syrian, Iragul and Transjordan C—wa‘mz;mm.
this Committes would agree t 8.end tae nocessery funds to irrigate these iancs,
tulld houses i~r settlers, and any utilitles :aking seitiement posslble.
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If ay 1 the refugees refuse o accept thls settle.sent and insist on golog be- ;-
to Paissiine, thelr number I believe will be rather limited, and thig-mamber
might well ;aii within the 1., .. whom Israsl has already accetelitn ta<e

S> long as this yroviem of the Arao reiugeas continues 1o fester anc ;oiscn
reiaiions thepe can be n> hope for & rap,Tochement totween Arebs and Jewlly -
A states canly gpproach would consist in removing these causes for bittardees,
hatred and resentment; aiter wiich, other ste 8 ean be taken, Sne at & tims,
to bring real .oace to the - Sast, e

o
PRRR- Y
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Projectfor A

The United States could surely use to grest advantage a naval base and a modern
military airport in northern Lebanon, somawnere around |

Lebanese government on the other hand, might be willlng, under certaln con-
ditions, to grant the United States a 09 year lease for such a project, under
certain conditions. & would be redundant to dweil at length here on the
advantages to the United States of such an arrasgement. The responsibility,
which would have to be shouldered by the United States would certanly be far
less than the advantages accrulng to it from the yossession of guch a bise in
such a strateglc location, and in & country whose people have a warm friend.

shis and resgect for the American people.

Under the terms of the proposad lease, the United States would pay a yearly

sum as rental to the Lebanese government and also guarantee the present

frontier of Lebanon and would give to the Lebanese gmmmm such territorial

- guarantess as would anable the United States to enjoy maaccumy of the bases

without trouble or moleatation.

This project aculd be taken care of under the present Public Law = 75 extending
ald to Greece and Turkey by extending this law to comprise bases in Lebanon.
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Memo He:

PROTECTIDN OF TUREEY'S EASTERN FLANK

IN THE EVENT OF RUSSIAN AGGRESSION

Many thoughtful persons are inclined to fear that Persia either through

direct Russian action, or more probably through Tudeh it_:tion, might

become & Soviet satellite in the not too distant future. The question therefore
arises, how to protect the rest of the Middle and Near Eést. The United

States have spent hundreds i millions of dollars equipping, strengthening

and preparing Turkey to serve as a bastion agalnst Russian inflltration of

the Middle East. However, the Kussians could easily, and without encountering
any resistance, come down through Azerbaldjan, Persian and Iragi Kurdistan
into the Mosul area, and thence into Syria, thus turning the Turkish flank.

Some well informed people hold the belief that the Turks will not fight unless
they are attacked, and should they be simply flanked by the Russlans, they

might not re-act militarily, mainly because their armies are not equipped to
conduct a war beyond their borders. The problem therefore resolves itself

to: “How can we defend the Middle and Near East in case of Persian defection
to Russia“. The writer belisves that the following plan might, if undertaken
without too much loas of time, offset most of the disadvantages which would
acerue to the western world In case Persia goes behind the Iron Curtain. The
main urgent task would be for the United States government to extend the present
military program for Greecs and Turkey to include Iraqg too.
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This would permit us to start training and squipping at least 5 Iraqi divisions
to hold the passes of Iragi Kurdistan at “indjlan and Rowandouz, thiis rein-
forcing and continuing the Turkish flank all the way down to the plains beyond
Khaniquin. In time, the Iragi army can be slowly built up boyond these &
divisions, and they can certainly gtva, if properly equipped, a very goad
account of themselves against any | ssible Russian ixwasian through Iragi
Kurdistan where the terrain favors the defenders.

There of course remains the problem of the Iragl plains along the Tigris and
down to the Shatt-el-Arab. It would take large armies to defend flat areas

ke these; however, it should not be difficult for our side to arm and prepare
the Southern Persian tribes to resist on & guerrilla basis any Invasion through
their mountaing towards these flat lands. The Lours would operate from the
borders of Persian Kurdistan to join with the Bakhtiaris and the Kashgais,

who frould prolong the resistance front, down to the Persian Gulf. These

- tribes have in the past been aernidndepexident and resentful of central anthority

in Teheran, [teza Shah disarmed them to a large extent, but they are still

pretty restive.

The writer is rather gkeptical about any possible cooperation between these
tribes and the Persian army, if the latter were to retreat to the mountain bastions:
Mainly because of atrocities committed by some garmycommanders against the
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tribes when disarwm ing them. On the other hand, the vresent Empress of
Iran belongs to the leading family amongst these tribes.

A program undertaken on the above lines promptly and resolutely will at
least delay, if not stop, Russian infiltration.

The writer has definite knowledge that His Excellency Fadhel Bey Djamali
then Head of the Irag Mission to the United Nations, and now Minister of
Foreign Affairs, was agreeable to going along on a plan along the above
lines and overtures to this affect were made to the State Department.
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Pro e;:t. inr

It i now an accepted fact that the economic progreas and well belng of &
country is based largely on an efficient and cheap system of communication.

Another pecessity {8 ebundant and cheapy power; also water for irrigation,

The above three basic wa,mmmm are the ones that can be developed and
perfected in tie Middle East and especially in Lebanon and Syris, which unlike
thelr neighbore do not have a stead

r income irow: ofl royalties to be used jor
 guch projects. The United Mﬁ, in heiping these two countries develop their
srd of Uving, will have done much to g%fﬁmt

resources and raise thelr stand
them {rom Communigt infilitration, Kioney spent for such purposes will be
not only moneys well invested, but will come cheager than having to equiy
and station armies in that region o regist Jussian military and/or propaganda

w@w&siﬁm.

Under the system of comamurnlcations, we have to stady roads and rallways
only, there being no important navigable rivers in those two countries.
A, ROADE
A pattern of main arterial highways should be the oaly undertsking
under thig project. It Suould be left to the local authorities to link
| up small communities to the arterial roads forming thig pattern.
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The pattern would consist of three parallel highways:

Number Oné: running along the seacoast from Tyre through
Sidon, Beyrouth, Tripoli and Lattaquieh and
Antioch to Iskanderun (Alexandretta).

Number Twe: highway would start in the Bekaa and go through
Baalbek, Homs, Hama, to Aleppo, and on to
the Turkish border.

Number Three: highway would start at Amman and go through
Kuneitra, Damascus, to Palmyra and end at

Deir-el-Zor on the Euphrates.

These three parallel highways #}ould be bisected by highways coming up from
the Mediterranean Sea andA linking all three highways. One would start at
Iskanderun and go to Aleppo and Deir-el-Zor; the next from La.ttaqﬁieh to
Hama to Sukhne. Another:-from Tripoli through Homs to Palmyra. The
Beyrouth, Damascus road cbuld be 1mprovéd by passing it through a tunnel
under the Kenisséh Mountain, thence to Zahle and Damascus, Another road
would start at Sidon and finish at Kueitra. Finally another road could go from
Tyre tﬁrough the Jebel Amel region and wind up in the Hauran and the Djebel

Druge.
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Such a pattern of modern highways requires more money than the two

local governments can comfortably spare in thélr budgets, but would be

of great benefit for their @conomy and consequently for stability in that part

of the warld These governments need not be afrald of these roads being

put in for stratagic purposes, seeing that modern war techniques have

demenstrated that tank and war equipment will move as easily off highways

than on highways; moreover, bridges and highways are generally blown up

or destroyed by one or the other side when hostilities break out.

B,
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RAILWAYS

At present, anarrow gauge ¢og and ratchet rallway goes from

Beyrouth to Damascus. It would be smart to drill a double tunnel
under the Kenisseh Mountain, one for the road and one for the
rallway, thus permitting the installation of a broa.d gauge regular
railway from Beyrouth to Damascus. This railway would at

Ryak connect with the broad gauge railway going to Aleppo, whence
it branches out: one section to Ankera and Instanbul (part of the

old Simplon Orient Express system) and the other to Moaul, Bagadad

and Basrah, From Damascus the broad gauge railway could replace
the present narrow gauge g&qﬂm Hedjaz Railway through Amman |
and Ma'an to Medina, ‘I'hev Saudi government has built a iaﬁway from
Dam mam to Riadh which could be continued to Mecea branching from

e




«
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there one section tv Jeddah and tha other to Medina. This Ssudl section

is of course being bullt by the Saudi g@%mmeﬁt, Such a project if
successfully sut througa, will give firvst class rail connsctions, ell broad
Qauge, eanaéetmrg '?vrémy. the Eastém iv”mdiierrman regions and the
Arabian peninsuls down to the Persian Gulf, and can be of great benafit

not only to those countries, but indirectly to the United States who will have

spongored the final Unking,

&ydm-gvl;ectrm and Jrrigation Projscts:

Sﬁﬁﬁ srojects can be of immense value to this region since they combine two
much needed elements-~power and water. Nany such projects have bzen
Project, the Chab Project, several projects in anorthera Eyris, (Djeziz*eh}

either fully or partly surveyed. V.e will mention in pass

the Banias and Yarmuk Projects and at least one such project on the Orontes

Hiver.

There is not muich space here to develnp thls matter at length, Wat the
fmportance can be readily grasped. In this connection, money spent on
hydro-electric gchemes could be made on & loug term, self-liquidating loan
rather then on the basis of a grant.

Vie balieve that from 60 to 120 million dollars would cover the eommunications
part of this report both for roads and rallways, but oot rolling steck. The

latter could be furnished under self-liguidating loans. The irrigation and

hydro-alectric projects would require a larger sum, but a great part of it would

be on the basis of & long term, self-liquidating loan. —~
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FOUMATION OF MIDDLE EAST ECONOMIC COUNCIL

(CONSRIL ECONOMIGUE Pour le MOYEN ORIENT)

It 18 & well established principle by now that the progress and well belng,
as well as the political {nfluence, of any country are predicated on its economic
‘streagth. I is therefore & eine gua non cordition for all the bilddle Zastern
countries, if they reslly want to play & role-and hold thelr rank in Middle
Eastern politics, taat they skould put their economic house in ordor, To that
end, 'tha:? rrust have healthy agricultaral production as the corner stove of
thelr prosperity. Thay wmast also have a well plaaned industrial production =
within the limits of thelr natural posaibilities. V.here ludustrial produclion is
ot posgible, artisanal production on the village or small community level
might be the correct answer, lLow trade barriers and free flow of commercs
between the various Arab countries is ancther must: finglly, a well balanced
trade w&iﬁi@n is uecessary in which {mports are more or less counter balanced
by vislble and invisible tmm

To achieve part or all of the above sims, the authorities of the Middle Esstern
states will need complete and ypeto-date statistics to gulde them and to permit
them to chart thelr duture course and pilicles. Such etatistics are in gensral
either non-gzigtent or available in such & shetchy form tiat they are, for all
practical purposes, of very little use, Moreover, some of the Arab states and
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malaly the Arab l.sague h&@e baen gzzizin@ tof much stress on political zua&@fe,
sparing hardly any time and oaly little effont for the economic aspects of
thelr Joint golicles, “Thue the political committes 0 £ the Ared League éas besn
meating reqularly and irequently, ever since the League's inceptisn, The |
.&:gawmxa Com mittes, under the Chalrmanahly of Tewflk Sey ﬁnweiﬁi, has

agver met and has not accomplighed anything, |

In view of tals laci of balance between the political and mmiﬁ aspects of
Mgix_ar Arad wli_fz_;sf, and to haelp the Arab states and tﬁeirpcw te study for
thewmselves &t first nand, the economic facts of lifs, and to help and encourage
thew 1o cooperate and plan towards commonly etudled economie prlicies that
would benellt all of them, some American friends of the Arabg, and some
Argis now dowiciied i’:; tie Unlted States, have banded together to help the
Arab states hely themgelves econdwlcally with the follokieg project.

ihe Mée&e East Econowmic Council would ve formed along the following lines:

Each ofthe 7 Arab states would delegate to tale Council two of is leading

and trusted economists to become members of this Econsmie wmcu The
Lheambere of Commerce in each o the 7 Arab states would daet and delegate

one represantative for each country. Furthermsre, ths m%es; tradas aae%mmw.
and labor uniong (whore they exist) will a)m:t and delegate one zémm!aw for

each of the 7 slates. This would give the Economic Council 28 members (14 + 7.7}
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¥inally the sponsors of this project would apsoint two wembars thus bringing the tou

membesrship up to ¥,

Tais <.ouncll would bave it headquarters and meet in oue of the Arab cagitals,
preferably Seyrouth, which is the most accessible. This Council actlng in
an advisory capacity io the 7 Arab governmonts wénm have amongst olser lasus,

i,

8.

4,

Help the various gavernuents arg‘m thelr mxxauw deparisants
82 that reifeble up-lo~-date siatistics can be compiled in each mation
concerning number of lahabitants, general health, education,
agricuitucal, srboricuitural, artisanal aad Industrial productios,
mining, means of communications, exports, ‘izaa‘m, t:z:amm,
transit, and entregot trade, stc., etc. -

Bludy possibilities for improving the gconomic position of each
country by inftiating, develogiog and iwﬁawﬂ&; mh 'mtfy‘s
soasibllities in the {ields of agriculture, arboricuiture, afforesiaticn,

‘transit trade, artisansl production, lndustry, dulolng, commerca,

irrigation, hydro-elactric power, etc,

Study taritfs, lmport restrictions and other barelers that bold up
or slow down commerce batween the 7 statas,

Study exchange restrictions, carrencles, balance o paywnents and
other monstary barriers that slow up or stop trade between the
various states,
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b.  Study and initiate projecis fur {resing and encouraging trade and
exchange o! ideas, snowhow and ¢o0ds primarily between tue 7 Arab
states and aleo betwsen thea: and the rest i the world,

There are of course WM#WMMMM&MML@WW
the Economic Counctl which will all tend to raise tie standard of Living of the
Arab countries and by So dolng, increase their wealtn, and their political weight
in Eastern and world aifairs. | |

The sponsurs know full well that to realize such & project rejuires the spending
of comparatively large sums of mondy over & number of years; to be really
gffactive, the project wust be operated for a winlmum of § (o § years, continuously.
‘The sponsors, whose naizes will be furnished If the sroject meets with the
approval of the majority of the Arab states, are yrepared and willing to sube
scribe and donate the necessary funds for the yrojest over a cartaln number of
years. Tuey feel convinced thet having o political or other azes to grind, the
Arab powers will acceyt thelr proposed project withoul suspicion or regervations,
realizing that these people have only one ab;?egt in view: to help the Arab éms

| raise the standard of living of their people and further thelr haspiness and well
beiag.
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Meme Covzering Project for
FORMATION OF MIDDLE EAST ECONOMIC COUNCIL

It Is realized by the writer that the attached project will arouse the

| azmpician and even the hostility of certatin elements within the Arab world.

If such g praject were sponaored by the United States government gn outery
would be raised about the American gavemmenz trying to dictate economic
policies: tcx the Middle East, In the case of & benevolent group like the one
propesad, the outery would be that American dollars are trying to dictate an
econemic paucy favorable to American commercial interests.

Anyway, such a preject, what with expenses for transportation, rent, salaries,
and publicity for the recommendstions of the Economie Counell, might easily run
to a million dollars a year. To be of any use, this must be a long range project
and funds must be foreseen to carry it for a minimum of 5 years. I doubt that
any private group, however well intentioned, will be able to raise the minimum

6 million dollars required. Therefore, the State Department if it finds this
project worthwhile, will have to make the funds available to the g;reup who,

in reality, will be acting as trustees for the funds rather than as denars

Trying to foresee ag many difficulties as possible and should the project in its
present form meet with toe;:z&mch hostility, it might be advisable to merge this
project with the project for the Bank for Developments in the Near East, An
advisory group of sconomists composed of 7 members nominated by the govern-
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ments; 7 members by the Chambers of Commerce; and 7 members by other
associations, unions, banks, ete., could act in an advisory ‘capacity to the
Boar;i of Directors of the said bank., This would permit to mad!f& véto powers
for the American member of the Board. This veto power could be replaced
by the requirement that projects to be financed by the bank, must be approved
by 12 or 14 of the members of thia advigsory Economie Couneil. Acting as an
adjunct to the bank, such an Economic Council would carry more weight with

the respective governments.
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Project for tue Estavlishment of a

NEAx EAST :ANK FOR THE DEVELOPMENT

of that Area

Defore going into the Subject I would like to point out taat a better title for

the banz, would be Near East Development Sank; however, with the American
partiality for using initial letters, the project migut be labeled NEDB which
in Arabic means "dirge"; hence tae more complicated title here above.

sdght at the start the following objection migat be raised against the establisii-
ment éf a s pecial bank to help finance toe development of the Near Eéstern

area -n tae vasis of advances for long-term, seli-lijuidating projects. The
objection would be that there are in existance the World Eank and tae Export/
Import Bank whieh could easily take care of such projects. In practice, h::wéver,
loans from the V'orld Bank can ounly be made practically to governments ratner

than to private enterprise for the isllowing reason;

The vanz Insists on obtaining a guarantee from tae local governments covering
repayment of the advance in dollars. Such guarantees, before they can be signed
by the governments, have to be voted on by t .e local @garliaments, PFolitics Lelng

what they are, jovernments are wary of giving such guarantees on benalf of
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private enterprise groups, for fear that yressure .?oe brougat on the local parlia-
ments and governments to jive guarantees not only for worthwhile, self-liguidating
projects, but also for others thit micht not be 82 ¢ood but whm‘spanéors migat

be able to muster sufficient political pull.

Object of the Proposed ank:

There are many wortawhile enterprises in the Near East that could be
undertaken and partly financed by local business and investment groups in

whiich American capital could also particigate. Normally, however, only

a fraction of the necessary capital can be raised locally, and therefore many
wortiwhlle projects remain dormant because of lack of capital to start them
properly. Such projects cover irrigation, hydre-electéic power, cement
factories, and other Industries waich can benefit the Near Eastern countries.
Under the Point Four Program, expetts have been made avallable to study and pr
pare such projects 80 as to present them in a fashlon readily aceceptable to financ

institutions, takin:g out of them at the same time most of tne quess work.

Provided tue private enterprise group can ralse at least one tuird of the re-
guired capital locally and privately, and provided they can satisfy the bank
 that the project 18 & good one which will be self-liquidating in a matter of 26 to 50
years, and providing the bank is satisfied that the people undértaking the
~ project have the necessary moral, techhical and business qualifications, it
can advance to the group the balance of the required capital, on the basis §£
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first mortgage bonds of some other procedure which would safeguard the interests
of the bank.

No government guarahtee ghould be required or asked for, I realize that at
some future date, owing to unforseen circumstances, dollar exchange may
become unobtainable to repay interest and the sinsing fund; however, such
contingency can be insured with the Axerican government under & scheme

similar to that functioning in Europe,

MODALITY
Each of the 7 Arab States forming the Near East would be invited to subscrite
one miilion dollars towards the capital of the projected bani, The United
States government through the Export/Import Bank or through some :
other agency would place at the disposal of tals bank up to 20 times the
amount subscribed by the local Arab governments. Each subsecriving
govern ment would be entitled to have one director on the Board of the bank
with the American director having alone the rigit to veto any loans that
migat not be in the interest of the bank or of American security. The manger
of the bank sipuld be a European baniker with experience in the Near East.
This recommendation is made addisedly, because most American bankers do oot
have the experience and know~how for operating in the Near East that thelr British

or French colleagues have acquired.
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CONCLUSION

a—

Such a project would be & great benefit not only for the Near Eastarn

countries, but also for the American government and especially Amerisan
business. Manufacturers in this country are having guite a tough struggle to meet
European competion on elactrical and heavy mé.chimm. steel, chemicals,

and many other kinds of merchandise. The creation of gqch & banx woq1§_

help channel much needed orders towards manufacturers in the United St;ates;

it could favor shipment of suca merchandise to the Near East in American
bottoms. Worthwhile hydro-electric and irrigation projects alone would

increase the efficiency and prosperity ol tze Near Eastern countries and

raise their level of living well @bove what it is today. This would be the

best practical way to fight and deifeat cornmunism.

Care, however, must be taken not to squander the resources of this bank
on half-baked industrial schemes such as the glass factory and the sugar

refinery put up by Syria.
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: NO.
PATE 12 November 1952
A ROOM DATE OFFICER’S
TOTHR 1 00 — — FTICER COMMENTS

1 to 7:- Kettaneh encloses six

— papers, the principal one being a
suggested method of solving the
Palestine refugee problem, The

= remaining five have to do with eco-
nomic help to the Hiddle East, a
suggestion that the U, S, establish
- a naval base and military airport

in North Lebanon, and a plan for the
protection of Turkey's eastern flank
- if Iran falls to the Communists.
Except for & proposal in this latter
for the training and equipging of

- Southern Persian tribes for guerrilla
warfare (this would be done as a
parallel development 4o an extension
— of the Greece-~Turkey military program
to include Iraq and the training and
equiging of 5 Iraqi divisions) there
= are no ideas presented which fall
primarily in the province of CIA,
They are all interesting and thought-
- ful proposals, but are, I judge, all
intended for, and have been sent to,
the State Department.

"Afi Suggest that in reply to

10 E?,a Mr, Dulles' request for comment, it
<} ‘L /') . would be sufficient to say that NEA
T “i; has noted the memoranda with interest,

and assumes thai the originals are
already in the hands of State Depart-
ment, for which Department they seem
to be intended. We do not note any
sug-estions in the memoranda which
lend themselves primarily to CIA
development.

14. ~ “lo Z>D(:/ Cr 'Lcihxvﬂ4~£~*

12,

13.

15.
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