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When'.t}he "preliminary draft for an international regime Afdr the
_ Jerusaiem arca! was being prépared, the Committee on Jerusalem’, in

the céurée of the discusgions, considered the possibility of
constltutlng "the erusalem area a "free zonefy  Within the framework
of thu lust preliminary draft prepared by the Committeet, which
provides, inter -alia, for the co-existence in the Jerusalem area
of two zbnés - a Jewish ‘zo’ne‘”an.d an Arab zone ~ geparated by a
démrcation line to be fixed (Arﬁicle 2), this paper e:hcplai‘ns;

I. the organization of such a free zone, and

L

I, the advantages apd disadvantages of this institution¥¥,

I. Working of & free gzone in the J_eﬁr_ggg]'.em ares.

1. .The outstandihg féat.ﬁ’re of a free zone in thé Jerusalem arca
“would be :Lts constltution on a -territory politically sub,ject to two
“sovereign btates . the ‘State of Tsrasl and an Arab State - and, in
.certain rospects, under’ the authority of the United Natlons
- -~Admlnl strator . l' |

. The two so#ereign States would establish their customs round

«ti*le f‘ron‘tiers of the Jorusalem area, Such withdrawal of the oustoms

cordons beyond the boundaries of the area would thus involve the
. M '
#* Com.der./i,18 ‘
#% On "free zones' in general, see the Memorandum on the "Free Zones"

of Upper Sovoy and the Gex district.
(Com.Jer. /w,19)
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disanpeafance of any customs cordon on the inner political frontier
of the nfen'(see sketoh annexsd),

3. To explain the woﬁcing of the gzone by means of conerete
illustrations various, cases mnst be studiede

Goods coming from ~;srael or tge su;rgundlng A rab State - Such

goods would enter the market, formed by the Jewish and Arab zones of

the Jerusalem.araa without belng subject to any Arab or Jewish

customs duties or to any restrictlon as to quantlty. Goods from

‘the State of Israel, for instance, would cross the Jewish customs

cordon without paying Jewish export duxies, and would enter the Arab

zane wmthout paylng hreb import duties. They would eirculate freely

in the two Z0Ones of the City, and of the arca, and’ could be

purchased by any inhabltant or rasident free of c¢ustoms duty.

A. Goods from forngg countr;e - Goods conslgned to Jerusalem
arr1v1ng at Haifa, for instance, or at an Arab port would be sent
"in transmt" through the State of Israel or the Arab State, without

being taxed on entry at Haifa or abl another Arab port by the customs

“of the country- concerned, They would then be carried in sealed

wagons or lorries from therseaportlto.Jefusalem._ They would not
pay customs duties in the countries they passed through. Thevquestion
whether only. the surrounding States (Israel and the Arab State)

would let products through "in transit", or whether the other Arab

'r&States~wouldigrant the same privilege for goods consigned to'pr from
" ‘Jerusalem; would have. to be studied, . = -

5, .. "Products manufactured in the Jerusalem ares and egpgrtqg_gbrogg -

Such goods would pass "in transit" through the surrounding States

to: the seaport, or to the gountry of destination, without paying any

customs duty to the Statc of Israel or the surroundlng Arab State,

6, Qoods admitted froe of customs duty and re-consi igned to a
surrounding counggx‘uy Tt is obvious that goods admitted customs-

free to the Jerusalem ares, if re«exponted to Israel or the

. surrounding Arab country, would have to pay the customs duty in
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the State concerned, Tuus an Americau iorny purcuased duty~free

in Jerusalem from an Arab by a Jew of Jerusalem would uave, before
'it could be sobd in Israel, to pay Israell customs duty.

7. Varlous ways cxlet,of“paralys;ng the‘working of a free zons,
such as the‘esteplishment‘of tolls,_ef indirecﬁ.paxation; or of
sanitaryvregulatione,:fer inetapce{'for feoqstuffs. Very special
sttention should be paid to“thiquuestion,vso.tuatvthe institution
should not bc crippled by such devlces. -

8, On the Jerusalem market goods would-circulate and be sold freely,
.Two currencies would be legal tender: (1) the Israbll ‘pound, which
~would be legal ﬁender in the Israeli zone; (a) the currency of the
Arab State, which would be legei tender in the Arab zene, However,
it would he highly desirab}e for both currencies te be legal tender
~throughout the whole qf_the Jerusalem ares, in order tobfacilitate
business, It would p?obably‘be uecessery to make uhie‘point clear
in the pegulatiens for the {ree ZONe,

I, &ivaﬁtages and Pisadvantages of the Institution of
a Free Zone for Jerusalem, . »

Vthe_City of Jurusalem.

4, For the Jerusalem area and articular

,’9.« Products arr1v1ng in Jcrusalem free cf duty from Israel and

the Arab State, or any other country‘in the world weuld encounter

such competition on the Jetusalem market that the eost'of living
v.in.Jerusalem wouldlbe.relatively low@ compared uith yue ueighbouring
_countries, From the irab countries and ;srael Would come mainly

. foodstuffs (agricultural and animal produce), while from the

'countrics of Burope and America wuuld come mdnufactured goods.

~ Amman, for instance, where goocs from all over the world are to be

found at very low prices, is_en‘entrepat and importent clearing

house for the Middle Fast, Jerusalem might grow prosperous for

the same reasons, in fact even more so, since no customs dutiee
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would ba lev:.ed on import.ed goode.
| IO{A As a r»ault, it would exerclse én attractlon‘forlthe population
of the surroundzng countri@s, drawn by the low cost of llving and
the free trpde atmospherc whlch would prevail xn the City, and
would encourage the developmsnt of trade and of various "services"
‘which could radiate throughout the surrounding countries (transport
'companles, for instance, With headquarters in Jvruﬁalem)
..ll. This influx of population would probably lead to a rise in
the value of rﬂal eatate (land and buildings). ' ‘

“: 12, Finally, the cost of living in Jerusalem would make conditions
: 'eaaier for tourists and pilgrlms.l It might increase their number,
and encourage them to stay lonner. This would be lmportant for a

' ciby like Jerusalam, in view of its special 9031t10n, partlcularly
u when one considers tﬁe high cost of living 1n Israel which threatens
| to spruad to the whole of the Jewiah zone of Jerusalem and prOVe
a matermal obat cle to tourist traffic and pilgrimagas. o

13, If Jerusalem became an important ecentre of trade and supply for

« the- neighbouring csuntries, the anrlchment .of its inhabitants would

be of direct benafit to the munioipality ( or municipalities)

' '”"which would thus acquire rlehcr and mora varled taxable raaourcea,

a most important matter for a cmty wlth heavy mnnicipal expenaea,
" and 4 wh:.ch had da.ff:x.culty in balancing its budget. L

‘wih: One )f the mﬁthods employed by modern States to paralyse the

n working of free zones has been the introductlon, or more accurately,
'the reparcussions of the 1ntroduction of exohange and currenoy control,
Jerusalam, being subject to twn BOVerlgn States, wuld enjoy an
exneptional posltion.

(a) Israel would onxy be able to apply rdstrictions on the use
of foraign curroncy to Jewish 1mporters of foreign goods;

(b) the Arsb state, if 1t had an exchange control, could only
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apply it to its own nationals,.

As a matter. of faet it is really very unlikely, in view of the
.profits.whiqh could be made by local importers, that the. two States
. would menage to co-ordinate their-currency policies, The rcsult
:would.be that the Jerusalem zone would.not experience paralysing

exchange eontrol restrictions. and could:-receive goods from the

- whole world,

15? Finally, the establishment of a free-zone would -ensure that the
economic life of the Jerusalem area was sheltered. from fluctuations
in the economic situation of the-two countries < from an economie

crisis in Israel,Hﬁr;an'agriculthral erisis in . the Arab State.

E. qu the Surroundlng StateS- l ) N
.16. Theoretlcally the 1nstitution of ; free zone would place such
modern industries a8 might w1sh to establlsh thenmelves in the
Jerusalam area in a difflcult pDSLtian. It would deprlve them of
the Jerus lem area market as they would be unable to establlsh and
develop themselves behind protectlve customs barriers, and would be
faced with the competltlon of products from all over the world.
In 901nt of fact the pupulatlan of the Jerusalem area would constitute
for Jew1sh 1ndustrles, for 1nstance, only a fraction of the Jewish
cllentéle Of Israel for products manufactured in Jerusulcm by
'such Jewlsh 1ndustr1es would enjoy a protected mcrket in Israel
(Isruell customs dutlea being exceptionnlly high).'

On the othnr hand it should be notad that Israeli 1ndustr1al
Products manufactured in the Jew1sh zone of Jerusalem or in Israel,
:mlght not find eustomers. among the nrabs of Jerusalem, because the

Arabs would have the manufactured praducts of the whole world to

choose from, and these would ofton bc hf bettor qualmty and almost always

" less expensmve, than Israell groducts.

RS .
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17. Transjordan would run the risk of finding in bhe\free zone-of
Jerusalem a redoubtable rival to Amman, which has so far been one

of the most important elearing~housea-ﬁoniwe$tern goods in the
Middle Fast, and one of the most aotive centrevs of contraband,

18. It is probable that the Parliaments of Israel-and,of‘the Arab .
State, takiﬁg thelr stand on the principie of the equality of
citizens before the law, would protest-agalnst the institution of |
a free zone in Jerusalem, which would confer on the inhabltants of |
the Jerusalem arca a higher standard of existence and a relatively - .
low cost of living,

19, For the State of Israel, the institution of such a free zone
might be VLry impartant if the Arsb States continue “their ban on R
gxports to Iarael. The free zone of Jnrusalem might become the .
fehannsl® through whlch Jerusalem would receive products from the a
arab world in spite of the ban. Thls faot is yarticularly important
when it is roalised that untilwihe outbreak of hoatilities, é

large part of Paleatine food supplies came from thc surrounding

Arab countries, particularly Syria, the Lebanon, ransjordan and
Egypt. . ' \-

20. The cutting of a ciby xnto twu zones, separated by ) politlcal ’
frontier, is theoretically possible. From the economic point of vxew;j'
it wculd lead to many end serious dlfflculties affecting the daily -
life of the cltizens and tourists. Although the purpose of this |
working papor is nat to analysa the coneequences "of such a lelSth;‘
these difflculties ahould be mentioned if only briefly. Thé .
creation of a "free zone" wauld mitiggte these difflculties fbr |
the economic 1ife of a city and an arca divided polxtxcally between
Lwo soveriegn Statea. o c | C
21, The constituxion of the Jerusalem ares a8 a free zone of the

kind deseribed would give an economic basis to the area and, more
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partlcularly, to the Clty which, though having its territory
divided between two States, should retuin a)certa.in unity, and a
certain international character.

The institution of a free zone would strengbhen its unity, and
create a commmity of interests in a city which, from the political
point of view, would be distracted by opposing forces. It would
~develop a commmnity of interests between Jewish and Arab citizens -
a community of interests peculiar to Jerusalem which would enable
the City to retain a relatively independent and‘international

character,
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