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When the !tpr eliminary, draft for an international: regime for the 

Jerusalem areak was being prepared, the Committee on Jerusalem, in 

the course of the 'discussions, considered the posafbility of 

constituting ' the Jerusalem area a “free zdndti Within the framework 
* 
of the last preliminary .drsft prepared by the Committee*, which 

provides, inter..alia, for the oo-existence in the Jerusalem area 
” 

of two zones - a Jewish zone and an 'Arab zone - .eepsrated by a 

demarcation line to be fixed (Articrle 21, this paper explains: 

I. the brganization of such a free. zone, ‘and L 

II, the advantages and disadvantages of this. institution*, ; 

. f 9. Working of a free zana in the Jerusalem area. 

1; .The .out standing feature of a free z,one in the Jerusalem area 

would be its constitution on a .territory politically subject to two 
. " 

sovereign States j the State of. Tsrael and an Arab State' - and, in 

*certain rr;spects, under the authority of.the United f?atione 

2, ylJe two sovereign States would, establish their customs round 
. 

-the frontiers of the Jerusalsm area, Such withdrawal of the oustoms 

cordons b,eyond the boundaries of the area would thus' involve the 
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disappearance of any custOrns cordon on the inner political frontier 
.:, . 

of the arcja: (see sketah annexed), 

3. To explain the working of the aone by moans of concrete 
‘~ I’ .I . illustratj-o& +$I;i&i ,.++g;; ,&j$ ‘,&. “s’tud&cEt ,. ., -,.. ( . 

.I I . .a.: ..: .,,, . 

Goods cotinR, from Israel or the surroundinp Arab State - Such 

: 

,.., e. 1,, * fl., 
goods would enter the ma&et formed by the Jewish and Arab Iiones of 

., . .. .: ,, t ” 
the Jerusalem area withaut bei&g aub$& to any Arab or Jewish 
, 

customs duties or to ‘any &&&ion a8 t6 ‘qua&ty. Goods &orn 
:;, . 

the State of Israel, fdr &stance,’ ws3uld cross the Jewish customs 
, . ..: ,. : 

cordon without paying Jew&h export duties, and would entcp t’he Arab I ! ,I ,. .). ,_ ._ , 
zone without paying Arab import duties, They would ciroulate freely ,( . ,‘. : * 
in tho two Eonos of the City, ‘and of ‘<ho area; and’ could be 

. . 
’ 

. 

purchased by any inhabitant & rbsident, free of customs duty+ I. ‘, 

4:. L 
3 ..‘.‘:, ‘: 

hods from f ortiign .countries - Goods consigned tb Jerusalem 
.’ ,  

arriving at Haifa, for instancs,“or at an Arab port ‘would be sent 
. ..’ .,.:, 

Ifin transits+ through the State of Israel or the Ar&‘ State, without 

being, $,cg.ed,, on entry .at ,Haifa or at anothEr Arab port by the custom I . . .A.’ * .,,,, ..,,. _, _” . . ” 

‘Qf the count~$ co,ncorned, .They would then be carried in sealed . , 
8. ’ wagons LW 1orriesQrom the ,sea,port t,o .Jerusalem, They would not ., 

.i / gay cusLoms duties in the countries th.ey pnssed through. The question . 

Meth,eti :o~Q the surrounding States (Israel and the Arab $,tate) 

would let producta through 1Y.n transit”, ar whether tne other Arab r * , 

‘.‘,3tatca .muld ‘grant the same pqivil+ge for goods consigned to or from . ‘, 
,,. *, (1 ,, ‘Jerusalemi would ,have.to be stud&@, ,: , ‘,, 

.:$a, . ‘Products ~matiu%actured in the Jerum nd e $rted abroa - 
, 

Such goods wauld pass 1Q.n transitt~ through the surraundi~g 3tates 
‘8 ., 1 to. the seaport, or to the,,,pountry ,,of destination;’ tithout paying any 

3 ‘. 
customs duty to the ,%a& of’&&& or’ the surrounding A&b State.’ t 9 . * 

6. Goods admitted free of custom dut& re-aon.siizned to 5 

surroundinK count= - It is obvious that goods aWttod cusfo~- 

free $3 the Jerusalem area, if re-exported to Israel or the 

surrounding Arab country, would have to pay the cusbm duty 3.t’~ 
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the State concerned, Thus an American lorry purchased duty-free .. \ 
in J~~salem from an Arab by a Jew of Jerusalem would have, before 

. '.. : , I. 
it could be sold in Israel, to pay Xsraeli customs duty, 

. . 
7 . l Various ways exist, of paralysing the,working of a free zone, 

such aa the establishment of tolls, of indirect,taxation, or of 
. ' . * '. 

sanitary regulation?, for instance, for foods.tuffs+ Very special ': ... . 
attention should be paid to this question, so that the institution 

> . ., . . 
should not be crippLod by such devices. . . I, . 4 
8,. On the Jerusalem market goods would circulate pnd be sold freely, . ,. r 
Twa currencies would be legal tsndert (l),the.Israeli pound, which .: . .: : . . 
would be legal tender in the Israeli zone; (a) the currency of the 

Arab State, which would be legal tender in the Arab zone, However, 
,I .' 

it would he highly desirable for both currencies to be legal tender 3 * I. I 
throughout the whole of the Jerusalem area, in order to facilitate 

: 
business, It would probably be necessary to make this point clear .' 
in the regulations for the free zone, 

,;. . I 

II; &dva&ages and Disadvantages of the Institution of 
a Free Zone for Jerusalem, 

: . . . . . .:' '. 

JL For the Jerusalem area, and particularly the City of Jerusalem. ., ,, 
!  , .  .  .  .  

9. Pr?ducts arriving in Jerusalem free of duty from Israel and . .,' '. 

the Arab State, or any other country in the world,.would encounter 
! ,' ', I I :: * ,. 

such compefition on the Jerusalem market that the coat of living .’ .‘. * I 

.) , 
in:Jerusalem would be.relativelylow, compared with tin" neighbouring . '. . ,. 

countries* ,I<. From the Arab countries and Israel yould come mctinly '::. , 

foodstuffs fagricult~al and ani++1 produce), while from,.the 
. :" .: 

countries of Europe &and America would come manufactured goods, . I . . 8: . , 
.- 

Amwn, for i.ns+w, where goods from all over the world are to be 

found at very low prices, is,+ entrepet and imports@ clearing 

house fQr the Middle ,East, Jerusalem might grow prosperous for 

the same reasons, in fact even more so, since no customs duties 



would bo levied on Qnported goods. .'* ', ,',,I .*. ,:. ,,:,I ;.' : .; *.a I 
10,' 4s a'rasult, it wx0.d ax+mise Bn attraction for tire pop&tion 1 , . . .) : . I..,. .,'. 

ef tha surrouMing countrius, drawn by the low cost of Xiv&g and 
~ : “‘I . .‘_ , .’ . 

th@ f&c trade abnae~hera M.ch would prevail in the qity, and ,' I . .* " a. ,, : 
would encourage the devclostnent of trade and of variq+s Qorvices'l 

. _. ,.. 
which’ could radiate throughout the surrounding countries (transport . . - I. ,,..: ), _ .,' 
companies, ior instanCe! tith headquarters in Jerusalem). . : ' : , _ .: ,! : ; 
11, This inf3ux of popul.ation unuI.cI probably,.load to a rise in . ..I.., I ,... . ,.: ;. 
ths value 3f real 4xAa (land and bukdinga)6 

: : 

1. . 1 ‘, 1. .., .,.. .’ .’ ,. I . . . 
3.2. FinaUy, the cost of living in Jerusalem would I&G cond$tions 

,; ; : ,, .' . .I , .( 1 .. 4 : . ;.." ..! 
oasi'e'r for tourists and piQ@.ms, 

I ,.(' ,: 
It might ticrgase their:number, , 

: ' -:_ 1,. .' . ! 
and encourage th& to stay longer, This would be importmt for a 

* _ . ':* . I . . 
city Uke JsrusalW, in view of its special position, particularly 

.._, . . :. . ,. . . ': 
when one considers the high ~36 of living in hra81, which threatens . . , . . ,. , . . .t. 
to'&rnad to the whole of the Jewish zone of Jerusalem and prove , 

_I 
'a nzaterial obat:_?cl,e ti'tourist traffiu and pflgrtigas, ,, . . . . 
l-3. If, Jerusalem became an iqortant centre of trade and supply for 

'1 the nefghbourfng..~~~~~.e,a,: .th$.. snrjchWnt..of .i'ts *inhabitants would . ,,,..,._. ,.,. I ,.,.., l,....* I/ 
. :. , .I. . . . . . . . . . . . . .,.. I. 4.. .I ,., ....I ,. 

be of direct be&&t to the muniai&!A.ty ( or municiptiiti@s), 

.’ . .I. ,.I I... I . * ‘. I ,.. .’ .,_ ,. ’ ,;,. . . . 
a mast important matter for 8 city with heczvy mwicipa2 expmaea, 

,. .’ ., . i 3 ‘1. , . : :.: ,. ‘. ,/ . ._. . . 
“and which had difficulty in balancing its budget, '.. .* .,... : .' .' . ..I 
‘& ’ One <:)f the method8 employed by mo&ern States to &rnlyse,th~ . I :. : ii' .< . 8 ,. : . . 
wJrkini of fraa mmas has been the introduction, or more accur,?t&&, '. '. 1 .,. :. . '. ., .:, b ..1 

'the ropureussions uf the intrrsdudtion of'~change and currMoy control, 
:.;. . ., &. ,. ‘. 

Jcrusal~an, being skbject to two sovursign States, ~nuld enjoy an . . . ~, I 
eiccaptional position: , . ' I . ..( '. . . 

(a) Israel would only bt3 able to apply restrictions on the us@ 
., .', . .I 

of‘foreign'currency to Jetish importers 'of foreign goodsi * . . : . ;. 

‘(bj the Arab St&e, if it had an exchange control, could only 
,. .I. ! , ,.'*. 
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ap$.y it to -its owq nationals,, . 

, As a. matter:, af fact it. is really vary! unlikely, in view of the 

profits. wh$ch could~be: ,made by local imp’rters, t&at the. two States 

would menage te co-ordinate thoir*cwren&y policies, The ri:sult 

would .be t;hat the Jerugalam.zono lFnuld.not. experience paralysing 

exchange ,control..yestric~ions. and.could:.recmi.ve goods from the 

15, Finally,. .the establishment of a free,,none would ,exwure that the 

economic life of the Jerusalem area was sheltered. from fluctuations 

in the ~econcpic zituation .of .the. two countries ,r; from an economic 

crisis in Israel, ,,c&- .an, agricultural crisis, in .the Arab State. 

., .:, ‘.. . ” . 

8. For ‘the Surroundinp States: 
. 

‘i6, 
.’ ” * :, I 

Theoretically the institution of ‘i free zone would place such 
, .’ 

mxhm industries ae might wish to establish themselves in the 
. .‘,” , 

Jerusal&’ area in a difficult position. It would deprive them of 
.,, :. ,. ‘. 

.’ 
the Jer&clem area market, as they would be unable to establish and I’.. :a..,., . . ‘, : .’ ,- 
develop themselves behind $rrot$ctive customs barriers, and would be 

I 
faced with the competition of products from all over the world, 

‘. :. .’ . . ., ’ . . : 
In point of fact, the population of the Jerusalem area would csnstitute . r.., ,“. ‘,, , 
for Jewish indus&ies,‘for instance, only a fraction of the Jewish 

‘. .‘, ,. .., ‘. ,’ .t 
client&lo of Israel, for products manufactured in Jerusalem by 

.,‘!. 
3’ 

such Jedsh industries &uld ‘enjoy a protected market in Israel 
. 

(Israeli customs duties bein; ‘ehception?Llly high)+ . 
.:::: ‘, : , ~ 

’ ‘On the .S$hur &nd, it &ALd be noted that IsraeLi industrial 
.s ., ” ‘_ ,. 

,. i,‘;’ : 
*. .‘, ‘. 

products manufactured in the Jewish zone 3f Jerusalem or in Israel, .T I . :. _ I. .’ 
‘tight hot fknd Gustimers mung the Arabs of ‘Jerusalem, because the 

Arabs would have the manufactured products Jf the whole world tQ 
. 

choose from, and these would 9ftQn bo hf bettor qualitY, i.Wi al.Wst alwtrys , . .’ 5 ,. .’ 
less expensive, than Israeli produots, 



,* .‘., 

17. TransJord&n wotild r~ the risk af finding in *he $frse ,zone OF 

Jerusalem a msdoubtable A.-ml ta Amman, which hae so far been one , 

oP the most important olearang-housea,~or.:west~rn goods in the 

Middle East, Land one of the most.autfve centres of cqntraband, , 

18. It is prsbable that the P::trliaments of Israel and. o,f the Arab : 

State, taking their stand tin the principle of the equality of , ,. 

ci$il;ens before the.J.aw, would pro.teat+gainst the inst$tution 64 : , 

a free lone in,Jerusale& which would coMer on the Habitants of ( - 

the Jerusalem area a highq stand&d of existence.and a.rei+tiv&y. I 

xv* For the State of Israel, the institution of such a free zone , . . . . . . . . , . 
might be very important ii the Arab States con~iriu~"'t;)ic~"~~~"'~n 

. . . .' .' 
' exparts tc, IsraeS, Tha free zone of Jtirusslern might become'the . .' . 

ttchannelff through which ~orusalem '&l..d receive prc&cts from tika ' 

I > I' . :: :. ,: 
life of the ci.tiz+ens and to&~~s, '.,Aithaugh the &rpose“of this , ,- . %. b' . . ., :. 
wark3,ng paacr is rut, to analyse the oonsequenc'&s of s&h 

',:.. ., 
a division, 

, ..'-. I. : ., ,c ' I ,. 
these difficulties should be mentioned; i.f&ly b&f&r 

. f. 
The " 

., ., 9 .I 
creation of a '*free gone " w(ould mitigate tho;a diffi&tiea.'for 

,' :. , . . *, 'I ,. 9 
the economic life of a city &d an mea di+ided politioallj; betwn 

(.. . . ’ .! ,' . . ’ 
two soveriegn States,' ' 

.*:: = 0:. 

,. 
21, The const,itutim of the Jerusalem &us. aa a free z;onk'of the 

kind described would give an adonomic basis to the area aild, more 



page 7 

pnrticulnrly, to the City whioh, though having its territory 

divided between two ,%&es, shxld r&tin a certain unity, and a 

ccrtxIn international. character, 

The institutim of a free zone would strengthlen its unity, and 

create a commnity of interests In a city which, from the political 

pint of view, would be distracted by opposing forum It would 

develop a community of interests between Jewish and Arab citizens - 

a community of interests peculiar to Jtrusalem which would enable 

the City to retain a relatively indeperident and intarnationti 

charactm, 
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