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Adopting a systematic, yet non-technical, approach, Jacob Metzer’s
book is the first to analyze the divided economy of Mandatory Palestine
from the viewpoints of modern economic history and development
economics. While the existing literature has typically focused on the
Jewish economy, this book explores the economic activity of both Arabs
and Jews in the complex political arena of the period. Drawing on
recently constructed national income accounts for Arabs, Jews, and the
country as a whole, the book offers new quantitative evidence and inter-
pretations concerning key topics such as Palestine’s land, capital, and
labor markets, the demographic and socio-economic traits of Arabs and
Jews, their economic performance and bilateral relations, and the politi-
cal economy of the country’s public sectors. These topics are examined
comparatively within the context of the “dual economy” postulate, while
distinguishing developmental disparities of a general “dualistic” nature
from specific ethno-national political factors. A concluding chapter
reviews the complex and uneasy record of Arab—Jewish economic co-
existence over the last three-quarters of a century in the area of
Mandatory Palestine, composed of present-day Israel, the West Bank,
and the Gaza Strip. The book promises to make a significant contribu-
tion to the economic history of the modern Middle East and to the
understanding of the Arab-Israeli conflict. The concentration of new

data will provide a valuable resource for future research.

JacoB METZER is Alexander Brody Professor of Economic History in
the Department of Economics at the Hebrew University of Jerusalem.
Through most of his career he has worked on the economic history and
development of Mandatory Palestine and Israel. Besides publishing
widely in scholarly journals he has written (in Hebrew) two books in the
field: National Capital for a National Home (1979) and The Fewish and the
Arab Economy in Mandatory Palestine: Product, Employment and Growth

(with Oded Kaplan, 1990).
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Cambridge Middle East Studies has been established to publish
books on the nineteenth- and twentieth-century Middle East and
North Africa. The aim of the series is to provide new and original
interpretations of aspects of Middle Eastern societies and their
histories. To achieve disciplinary diversity, books will be solicited from
authors writing in a wide range of fields including history, sociology,
anthropology, political science and political economy. The emphasis
will be on producing books offering an original approach along
theoretical and empirical lines. The series is intended for students and
academics, but the more accessible and wide-ranging studies will also
appeal to the interested general reader.
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Preface

After World War I Palestine rapidly turned from being a loosely defined
geographical area within the defunct Ottoman empire into a well-delin-
eated territorial and administrative entity, unified by the British Mandate
and its modern government. Several major developments took place
under the British rule: on the one hand, Jewish immigration grew sub-
stantially, Zionist land acquisition expanded, and a thriving Jewish
national community, run by self-established and officially recognized
autonomous institutions, was taking form. On the other hand, partly in
response to the Zionist “nation-building” aspirations and settlement, the
period saw the crystallization of the Palestinian-Arab national movement
and the intensification of the ethno-national conflict (which is still very
much with us) between Arabs and Jews over territory, political domina-
tion, and self-determination. It follows that although the Mandate period
lasted less than thirty years, it constitutes a highly significant and forma-
tive era in the history of modern Palestine.

Scholars have long been attracted to this fascinating and important
chapter in the history of the country and its peoples. A large number of
studies on Mandatory Palestine have appeared, addressing, among other
topics, the economic scene which was a major component of the story.
But since most of the scholarly work in the field was done by political his-
torians, political scientists, and sociologists, economic issues were gener-
ally treated as part of the political and socio-political context. In this
literature attention was therefore given mainly to the economic policies of
the government, to their effects on Arabs and Jews, and to the political
motivations and implications of the economic relations (or lack thereof)
between the two peoples, specifically, their interactions in the land and
labor markets.

In the past three decades, however, partly drawing on important eco-
nomic treatises by contemporaries (such as Bonne, 1938; Himadeh,
1938; Grunenbaum, 1941; Abramowitz and Guelfat, 1944; Nathan,
Gass, and Creamer, 1946; Horowitz, 1948), a thin but steady stream of
findings on various economic features of Mandatory Palestine has been

Xv
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xvi Preface

produced by modern economists and by quantitatively oriented eco-
nomic historians. One of the early products of this research was the pio-
neering work by Szereszewski (1968), who constructed estimates of
annual series of production, investment, capital stock, and employment
for the Jewish sector in 1922—47. These estimates laid the quantitative
foundations for later studies on a number of structural and operational
attributes of Jewish economic life and growth performance (see for
example, Giladi, 1973; Gross and Metzer, 1978; Halevi, 1983;
Beenstock, Metzer, and Ziv, 1995).

Another fruitful line of research concentrated on quantitatively docu-
menting and systematically examining the allocational and distributional
characteristics of government economic policies (Metzer, 1982; Gross,
1984b). A third line consisted of monographic studies addressing specific
topics such as the economy of World War II (Gross and Metzer, 1993)
and the land tenure regime in the rural Arab community (Firestone,
1981, 1990).

In general, though, the lack of an appropriate database recording Arab
economic activity (except for the estimates made by Gaathon [1941,
1978] for 1936 and by Loftus [1946, 1948] for 1944 and 1945) has
severely limited the options for a thorough examination of the economic
structure and development of the Arab community, leaving a major com-
ponent of Mandatory Palestine’s economy relatively unexplored. In part,
this constraint was removed by our construction of annual output and
value-added estimates, by industry, for the Arab sector within a complete
system of national-income accounts for Mandatory Palestine (Metzer
and Kaplan, 1990). These accounts are presented in the detailed data
appendix (part A) to this volume.

Relying on these newly constructed national income accounts, which
are essential building blocks for the analysis that follows, and drawing on
other source material and previous studies (my own and those of others),
this book offers a first thematically designed account of the ethno-nation-
ally divided economy of Mandatory Palestine by a “professional” eco-
nomic historian, equipped with the “tool-kits” and methodologies of
modern historical and development economics. It presents, in a compara-
tive international framework (when possible), rich demographic and
socio-economic material and new quantitative documentation and inter-
pretations of Arab, Jewish, and government economic activity, while
examining the major components of Palestine’s economic structure and
change within the complex political context of the Mandate era.

Chapter 1 sets the stage for the entire book. The opening section intro-
duces the subject matter and discusses the conceptual and empirical jus-
tification for considering Mandatory Palestine an economy divided
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between Arabs and Jews, and for adopting the “dual economy” postulate
as an organizing theme for its analysis. The second section of this chapter
presents a comparative bird’s-eye view of the two ethno-national sectors’
economic structure, their record of econemic activity and growth, and
bilateral economic relations; it also serves to identify the issues to be dealt
with in more detail in the rest of the book.

Chapters 2 and 3 are devoted to the human factor in the country’s eco-
nomic life. Chapter 2 examines, in a broad comparative context, the
demographic and socio-economic traits of Palestine’s Arabs and Jews as
affected by, and effecting their, disparate states of development and
ethno-national split. In chapter 3, the quantitative dimensions and the
demographic and socio-economic characteristics of Palestine’s Jewish
immigrants are treated in greater depth.

The production side of Palestine’s economy is taken up in the next two
chapters. Chapter 4 provides some orders of magnitude concerning the
primary factors of production: land, capital, and labor. We examine, from
an economist’s viewpoint, the political, demographic, and economic
mechanisms underlying the structural characteristics and operation of
the markets for these factors (which, more than anything else, typify
Palestine’s ethno-national economic dualism), and offer interpretive
assessments of their distributional, allocative, and growth implications.

Chapter 5 concentrates on the dynamics of production and trade, dis-
tinguishing between the inter-war years and the extreme changes brought
about by World War II. The first section reviews the sources and patterns
of Arab and Jewish output and productivity growth in the aggregate,
across and within industries. Emphasis here is on the developmentally
distinct compositions of production and employment by industry in the
two ethno-national sectors and on the attributes of structure and change
in their respective agricultural and manufacturing industries. The second
section documents and discusses Palestine’s external trade. First, the pat-
terns and composition of the country’s merchandise trade are examined
vis-a-vis those of inter-war world trade; next, the volume and structure of
Arab and Jewish foreign and bilateral trade are dealt with, along with
an assessment of their weights in the two sectors’ respective economic
activity.

Chapter 6 is devoted to the public sectors. The first section begins by
discussing the general economic policies of the government in a broad
(colonial and Palestine-specific) context. It then moves on to a compara-
tive examination of the distributional effects of the government’s fiscal
system on Arabs and Jews, and to the attitudes of contemporaries toward
its underpinnings and consequences. The second section surveys the
outlays of the Jewish non-governmental public sectors, and the third
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section deals with some questions concerning the public-private mix in
the Jewish economy, which distinguished it from the Arab counterpart.

Chapter 7 winds up the main body of the volume with a postscript that
puts the economic story of Mandatory Palestine in historical perspec-
tives. It addresses a number of issues stemming from the literature’s long-
debated comparisons between the economy of Mandatory Palestine and
those of typical (African) settlement colonies, and comparatively reviews
the main attributes of the complex and uneasy record of Arab-Jewish eco-
nomic coexistence, over the past three-quarters of a century, in the area of
Mandatory Palestine, composed of present-day Israel, the West Bank, and
the Gaza Strip.

As it is a scholarly piece of economic history, most readers should see
the main value of the book in the findings it reports and in the interpreta-
tions it offers concerning economic life in Mandatory Palestine and, in
addition, in the reference and source material that its data appendixes
provide. However, although largely resting on economic reasoning and
analysis, the book is written and presented in a non-technical fashion,
aimed at communicating with a wide audience of scholars, students, and
interested laypersons, not narrowly confined to economic history “spe-
cialists.” Besides the “inner circle” of readers interested in the economic,
social, and political history of Palestine, and in the evolution of the Israeli-
Palestinian relations, this book may find a more general readership as
well. It should include, among others, those who are interested in the
history of the modern Middle East; students of the economics of develop-
ment, growth, and migration at large; and readers concerned with general
problems of economic coexistence and ethno-national divides.
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A note on numbers

Due to the rounding of numbers, some totals (or other calculated
numbers) in the tables may differ slightly from the summation of (or
derivations involving) their quoted components.
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