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8.1 Introduction

This chapter is a continuation of reports number 2 and 3, and theaefeve points
should be noted that were explained in great detail in the previousstdpavrder to
understand the proposed policy. In report number 1, the goals andvalsjexftthe
plan were defined, report number 2 in the economic section, wigallerusalem's
wealth and its distribution across the city and its constituent pamsa with
potential unexploited pockets found in the disadvantaged populations in theittity, w
the accelerating suburbanization and with the special nature of soizatizn in
Jerusalem. Also, it presented a scenario of the city's devefdgpmithout any
intervention. In report number 3, that dealt with employment programs, two issenar
were presented, the first describing an "open" and attraatiyé¢hat will become the
center for a bustling metropolis, and the other describing a "closed lonely and
forlorn”. Later in the analysis, an employment program was prepareciaxgto the
first scenario, on the assumption that many who live outside thevditcome to
interact within it, but also some of those living within the city will work outside it

Additionally, an analysis was performed of the changes that hiaee dace in the
structure of the Israeli market in the near and distant past,t@mdi@n was given to
transformations in the relevant global environment (in economy, society anddsjisine
and attractive or potential industries were defined — advanced irdustaducing for
external markets. As part of this analysis, the industrieds sequirements were
studied as well as how they were affected by the global envimneteanges.
According to the conclusions of report number 3, it was found that inalemushe
educational industry is the largest industry in the city. In tiepier dealing with
higher education, an attempt was made to refer to it as anmpdisstdescribe the
structures of the markets in which it competes as well agaitlsin each of those
markets, the assets held by it and the strategy that cae &erstrengthen its
competitive ability. The conclusion was that in Jerusalem, higtacation is an
advanced industry that produces for an external market and meanswggrested,
through which it might be possible to strengthen it. Finally, the teuluiressed the
guestion of the likelihood that higher education will become the driving force that w
bring forth the potential latent in the economically disadvantaged pamdatihe
means to improve the interactions between academia and th# thet market and
the possibility that the creation of universities and student doreston the City
Center will help strengthen and revive it.

8.1.1 Method

Populations and Prices

A city is comprised of people, not of spaces, not of transportatioesramid not even
of parks; People. People have a will of their own and each person shaose to

live, according to considerations that have nothing to do with the olgeafvmaster
plans. They choose according to the quality of the apartment, the lmwviaonment,

the price, security, the proximity to centers of activity, adicay to the neighborhood
park, the urban and open view and the feeling of open spaces.
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Planners must anticipate the overall result of the choices nyaielibiduals and try
to influence that result, as well as contain it.

The overall result brought about from individual choices is expressadny things,
two of which are rather easy to measure relatively — thardigs of populations and
prices. For technical reasons, the reference was to the dgnla@tveeen the city and
its surroundings and the suburbanization in report number 2. This chafiter wi
address mainly the dynamics of the population within the city and rigpyssices.
These two factors influence the suburbanization process and teetefrthree
processes need to be recognized: the dynamics of the population tvélgity, the
prices of housing in the city and outside it, and the dynamics of pimmddetween
the city and its surrounds (suburbanization) under a single corext, the data
regarding the dynamics will be analyzed (identity, age domisth and population
growth rates) and pricing data, distributed according to subeggart the city and
relatively large towns in its surroundings, through this analgsisattempt will be
made to identify the changes that have taken place between tiwdspef time and
the trends implied thereby.

In order to receive as detailed and accurate information adlgyssigarding pricing,
we processed data from transactions, prior to taxation, and calctteteaverage
prices per square meter of building, in sub-quarters in the cityinatite suburbs.
According to these prices we prepared a map of housing prices gitghand its
suburbs.

Scenarios

Scenarios are tools that aid in dealing with uncertainty. Indbpasio a coherent
group of trends and events is described, who have a large influence aty thet c
who are not greatly affected by the city itself. A scenalso includes, besides these,
a description of what the city can do, whether in response to ancetenario and
whether of its own accord. In order to utilize them in dealiith wncertainty, one
must use more than one scenario.

In Jerusalem there is a level of uncertainty regarding wgh@appening to the east of
the city. This uncertainty can be expressed economically irgtwestions: where is
the border? And who will be able to pass through it? In report numhartBe
employment program chapter, reference is made to two scenanosntry, or
controlled entry of workers from the Palestinian Authority. As wi# see, the
suburbanization process in Jerusalem is well underway.

This process can be a blessing to the city as well as a. citrsvill depend on what
the city will do, as was the case, for example, in Tel Aviviehbis process occurred
a long time ago, and caused a large number of workers to come freitlecoit the
city, twice the number of workers who live within the city iisn Those who come
from without, support the banking and business services industries irtytheend
these industries sustain the city's economy. In Jerusalem, the mintf@se coming
to work from outside the city is relatively small. The banking basiness services
industries are far smaller, compared to Tel Aviv, while thedesdial property tax, is
relatively lower than the property tax received from the banp&imd business services
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industries, which is why the relative scarcity of these lattelustries makes it
difficult for the city to provide adequate services to itsdests. The suburbanization
process can change all this. Should those moving to the suburbs choose to continue to
work and act in the city, its economy will flourish, but should they remove themselves
to the Tel Aviv metropolitan area, the city will wither.

We have chosen to demonstrate this through two scenarios: an open and atitgctive
and a closed and repulsive city (see report number 3, employmegnamprahapter)
and according to these two scenarios we calculated two foréoaske number of
workers in the city. The master plan chose the first saemdrose motto was "Even

if they live outside, they will act within", but did not ignore thmd" scenario. The
result is shown in brevity in this chapter of the report, undeclar®.6, titled
"Advanced Industries Producing for the External Market".

8.2 Population and Price Dynamics

8.2.1 Population Dynamics

The population's dynamics is related to the economy on sevee#d.lelets take for
example the level of urban quality and efficiency. In neighborhoodsewbsidents
are leaving, there are utilities and areas designated forcpud®i that are not being
utilized, and in neighborhoods that are "overflowing", the quality of hougoes
down, as well as the quality of the urban environment. Analysithe@furban
dynamics can help identify potential conflicts between the populationgxample
conflicts that arise from immigration processes of one populatiotorsento the
territory of another. On the other hand, such an analysis can idemnidyential for

the separation of populations by identifying homogenization processes i
neighborhoods or areas in the city.

The age constitution dynamics can indicate the economic power taslayell as
future economic potential or burdens. The dependency ratio appearing ah soci
analyses is the ratio between the population that is not of worlgagaad the
population that is of working age. This ratio does not explain the oyecalire as
one needs to deal separately with the younger age group that isirrently of
working age but will be so in the future, and the group of those 65 yeargednd
older who might become a burden. The driving force behind the cityl'omgos the
population of those leading the economy, education and research. Theseangve
different characteristics two of which have been chosen as measiihe share of
those who are employed, and the share of those who hold acadensesdegthe
total population.

Data from the CBS are a basis for the study of the populatioandge in the city.
First studied were the data indicating the various identificagronps in the city, and
they are: the differentiation between Arabs and others and votingHas and
Orthodox parties in the elections. According to these data, quaveze ranked in
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the city in decreasing order according to the two catdhe share of the Arabs and
the share of those voting for Shas and the orthodox parties. Theisesutwn in
Figure No. 1, on the right side of which the majority of the popras Arab and on
the left side of which the majority of the population is those wited for Shas and
the orthodox parties, and in whose middle the majority of the populatiomtis
included in either of these groups, meaning Jews who did not vote foroBhas
orthodox parties. According to these results, the city and townss igreater
metropolitan area were divided into seven identity groups who wera geetral
names A, B, C and so on. For each of the different identity groupsydatgathered
regarding the population size and the age distribution within the papuliatitwo
time periods 1983 and 2000 and the result is shown in Figures Naughhs. Each
of these Figures displays the data for each sub-quarter fghrintoi left according to
the following order: data from 1983 including the percentage of thgsd 0-24, 25-
65 and 65+ followed by the data for 2000. To the left of these theaetiffe is
displayed in percentage between the population in the sub-quarter inrnd88Be
population size in 2000. If this number is negative, it appears below the zero line.

In Figures No. 6 through 9, the economic strength of the populatidispsayed
according to sub-quarters. For each quarter the data for 19&playeid from right

to left, which is: the percent of those employed and the perceghbsé holding an
academic degree, and to the left of these is the data for b@@%jing: the percent of

those employed and the percent of those holding academic degrees. Group G includes
the major suburbs. Figure 1 shows the results of the last eleictitresmajor Jewish
suburbs of Jerusalem. Since the number of Arabs in these suburgfigiblee the

election results show to a great extent the identity of the population in these suburbs.

Identity Properties

Figure no. 1: Identity properties according to the 1999 electiomesults in sub-
quarters

Others

Voting
for
orthodox
parties

Voting
for Shas

Voting
for Arab
parties

Group E Group D Group C GFSUP Group A



LOCAL OUTLINE PLAN JERUSALEM 2000

Figure No. 2: The change in population size and age distribwn in Arab
neighborhoods 1983-2000 (group A)

Population
differenc

Armenian quarter Christian CBD East Muslim Zur Bahar Akev beit Abu Tur A-Tur
Quarter Qeart village
Hanina-
Shoafat

Figure No. 3: The change in population size and age distribution in noorthodox
Jewish neighborhoods 1983-2000 (group C)

I;_opulation Talpiot Yuval Katmon Rasko- Beit Hakerem Rehavia Mahane
ifference Mizrah Darom Moshavot Oranim Israel
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Figure No. 4: The change in population size and age distribiain in orthodox
Jewish neighborhoods 1983-2000 (group E)

Tzanez- Meah Geula Givat Shaul- Morasha Ramamd® Nachlaot Bait

. Rommema Shearim Har Nof Eshkol afag
Population
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Figure No. 5: The change in population size and age distribwan in towns in the
Jerusalem area 1983-2000 (group G)
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Table No. 1: Election results in towns in the Jerusalem area (1999 electipns

Town Shas United Torah| Other
Judaism
Beit Shemesh 18.4 17.2 64.4
Beitar llit 35.8 54.6 9.6
Mevaseret 7.9 0.5 91.6
Modiin 3.2 0.6 84.2
Efrat 2 1 97
Maale Edomim 7.3 0.8 91.9
Kiryat Sefer 20.4 76.1 3.5

Figure No. 6: The "economic strength” of Arab neighborhoods 1983-1995 (group

A)
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Figure No. 7: The "economic strength” of non-orthodox Jewish nighborhoods
1983-1995 (group C)
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Figure No. 8: The "economic strength" of orthodox Jewish neighborbods 1983-
1995 (group E)
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Figure No. 9: The "economic strength" of towns in the Jerus&am area 1995
(group G)
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From analyzing the data in the above Figures, the following coankisan be
reached:

From reviewing Figure No. 1 we can deduce that the majorithetity’'s residents
reside in more or less homogenous sub-quarters. It is safeutmeshat a listing by
neighborhood would have accentuated this phenomenon even further. But there are
sub-quarters with a substantial minority. These are points of tdhtaacan harbor
conflicts and in a few of these sub-quarters this is indeed tregisit. From the data

we can also learn of groups of sub-quarters, where the vastitmé non-orthodox
Jews (and these are mostly the older, veteran neighborhoods thattlaeesouth of

the City Center and are not far from it), where one can recognize a daortdessize

of the population. In neighborhoods that were demographically similawarelto

the north of the City Center (Ramot Eshkol, for example), the populalid not
decrease, and this is due to the influx of a residential orthodox populafhe
population has greatly increased in quarters with an Arab magmilywhich are
located outside the OIld City and in quarters with an orthodox majokityquarters

with an orthodox majority, the age distribution is becoming younger amng@osite
trend is visible in quarters with an Arab majority. One cam ase that the
population of economic leaders resides not only in non-orthodox Jewish
neighborhoods, but also in orthodox neighborhoods such as Har Nof. Also, it is
possible to see that in neighborhoods that have led the city in thesyods as
Rehavia, there is a high percentage of people holding academic ddgredke
percent of those employed is dwindling, hinting that these are nelgidms that led

in the past that house academic-educated retirees. The leadetipoiéd lives in

the suburbs and the percent of those employed and those holding acdeigmés in

the suburban population is higher than in the leading neighborhoods in th& uisy.
finding is mostly true in suburbs where the residents are non-orthddws.
However, this was not necessarily in the suburbs we expected.exkomple, the
percent of degree-holders in Efrat is higher than that in Mevadereiand in Kiryat
Arba it is higher than in Maale Edomim. This brings us toltigequestion: "Is the
torch of leadership passing to the suburbs?".

The Urban Implications:

It appears that Jerusalem has three identity groups that niveomogenous
neighborhoods. "The non-orthodox Jews group” acts as a majoritgsstovapply
universal norms on everyone, but in fact it is a receding minofiitye other identity
groups enclose themselves in one way or another, and maintain aledrirdgernal
environment" within their "walls", each according to its own taganply speaking,
besides the group of non-orthodox Jews, each one of the other populationagtsups
as a community. This situation reduces the number of contact patween the
communities and allows them to live their lives as they wishherohe hand, but on
the other hand it does not prevent the members of these three comsiuom using
one single municipal system. And indeed, in times of peacad¢hebers of the three
communities drive on the same roads, mostly in the same bussese aaivad by
the same medical centers. Some of them attend the samesiipjwgork the same
scaffolding and go to the same center. The come to the sanee akhough there
are areas within it specializing in the Arab or Orthodox communithis interaction
is facilitated by the fact that the different parts of @igy Center are next to each
other. This situation, where the members of the three major conmesuliite
separately but use a single urban system, is more effidciantit each community
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were to create a separate urban system for itself. An orthodgxity in the center

of the OId City will change the situation in Jerusalem, in thatill enable one
population group to move the center, which is an important component inbide ur
system from "the public domain" into the possession of a "community".

In the urban domain there are no empty spaces, and neighborhoodee thaing
deserted by their occupants are filled with the residents afbyeoverflowing
neighborhoods. It will be emphasized that it is not the intention ahdster plan to

set the nature of the population type that will live in the various Jewish neighborhoods
and their nature and character will be decided by the dynamibg @iopulations and

the prices in the city.

8.2.2 Housing Costs in Jerusalem

The pricing data is based on transactions appearing in the MimtRinance
database. According to these data, a price map was drawn, wikesegpe displayed
in dollars per built residential square meter. The distributiorordow to city
quarters, the suburbs and the towns in the city's metropolitansaee&igures No. 10
and 11). The price map is based on observations conducted during 2000I! oA tota
5000 observations were conducted, of which about 3000 observations were inside the
city and about 2000 observations were in the metropolitan area. sfalfythe
housing cost data by use of a three-dimensional map revealhéhaticing system
has a "mountainous” form, peaking close to the city center and sldpig towards
the city outskirts (see Figure No. 10). This is an encouragingernas the three-
dimensional image of pricing map in cities that have been harmedhéy
suburbanization process characteristic of cities in the United Stateso(bntEurope,
see Report No. 2, Economic Chapter), is not a "peak” but a "cratbe factors that
have brought this about in the United States were: clogging optreaton routes in
the city, suburbanization and social benefits that included among things a
change of the population, and an influx of disadvantaged populations andatimee t
city center. Upon closer inspection of the map, one finds troubling eymspin
Jerusalem as well. It appears that the "peak” is not ovagitifie center, but to the
south-east of it, while to the north of the city center therevisllay, and to the north
of that there is a series of "low hills". An expert famrilvith the city's history, its
system of neighborhoods and the relations between them, upon inspectmgghe
will be able to say: that to the south-east of the city cerdes, the older
neighborhoods (Rehavia, Talbia, the Colonies and Katamon) that are pdguahe
past leaders; to the north of the city center are the old Orthoéighborhoods
populated by residents with a low average income and where precésna To the
north of these neighborhoods lie a series of neighborhoods that have ledulze s
administration, economy and culture in the city since the Six Day, \Whd today
urban dynamics are turning them into mixed Secular and Orthodox nengloldst
At the city's outskirts, are relatively new neighborhoods where, necently, was a
large reserve of lands owned by the Israel Land AdministratiThese lands were
available for residential construction and this is probably theoredehind the
relatively low prices in the area. One must add "yet", as iese neighborhoods
fill up, prices there will rise as well.

Of course, there are exceptions. There are religious neighborhoddbiear are
neighborhoods at the city's outskirts where prices are high, butdhbseequire a
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little further inquiry to reveal that these are low-density,avillpe neighborhoods,
with proximity to employment areas in Hadasa, and there igga t@ncentration of
religious, educated immigrants from English or French-speaking countries.

From reviewing Figure No. 11, it appears that the prices irsaim suburbs in the
Jerusalem metropolitan area, are lower than the prices in mts okighborhoods
within Jerusalem itself and are similar to the prices incttyeoutskirts. In the older
neighborhoods in the city, where land reserves and been completelgdjtprices

are high due to inflexible supply and high demand. Here, subsidliesotvhelp, and

aid can come only by increasing the supply, for example, by crgwdiowever, we

must remember that the costs of crowding the older neighborhotdseviiigh, and

therefore prices there will not be low. The price might be loareas with large land
reserves and concentrated building. Such large reserves of lafzerf@aynd outside
the city limits. There, supply is flexible and in the largatees (Modiyin and Beit

Shemesh), construction and utility costs are not high.

These are the conclusions reached from analysis of the housitg)y map of
Jerusalem in 2000. During the planning horizon period, prices may clanysp
may the pricing relations within the city and between the aity the suburbs. It is
very difficult to predict the direction of change. We can only ptmirihe competitors
playing a part in deciding the prices, and these are: thewdityre reserves are likely
to be depleted during the planning horizon period and therefore pricgsare
expected to go up. But a scenario is also possible where the dymands, and the
social consequences that they entail, will bring about a dedreasiees in the city.
The open area to the west of the city (in proximity to thg),cwill it remain open,
will it be developed? The building possibilities to the east otityedepend on the
geopolitical scenario; and the land reserves in cities like Noadiyd Beit Shemesh,
will they be immediately available to all, or will they lmeade available in the
"controlled release" method? Thus, there seems to be a comphgxoérissues
whose solutions are not self evident.

Suburbanization

In the "Suburbanization" part of Report No. 2, Economic Chapter, dgiessnted
regarding the net emigration from Jerusalem. These datariafly quoted below
(see Figure No. 12). It seems that the acceleration in tlaiviegnmigration began
in the early 90s, and was mainly eastward in nature. In th@Q0stéhe immigration
grew even more, but its direction changed and most of those leavirg tohibge in
the suburbs to the west of the city (including Modiyin). The sulmizb&on pattern
in Jerusalem is not similar to the American pattern, whergration to the suburbs
was mostly by the affluent and educated population. It is alsereliff from the
European suburbanization pattern, where the elites remained inythendithe less
affluent populations emigrated to the suburbs. Emigration from Jenuse
characteristic of all population sectors: wealthy and poor, orthadak secular
(except for the Arabs). Each one of these groups has theireasons for leaving,
but one thing is certain (and is even evident in studies conducted matte), price
has a substantial part in the emigration destination. It isippesthat westward
emigration points to two factors influencing the choice of the sabudestination,
the security situation and proximity to Tel Aviv.
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Figure No. 10: Housing Costs in Jerusalem (prior to registration blocks) in 2000

Average Price in Dollars per Residential SQM for
2000 — in Different Areas in the City
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Figure No. 11: Housing Costs in Select Towns in the Jerusalem Area — 2000

Average Price in Dollars per
Residential SQM

Legend
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Figure No. 12: Immigration Balance of Jews to and from Jerusalem r{i select
districts) 1980-2000

Total

Jerusalem
District

Central
District

Tel Aviv
District

Judae and
Samarii

Source: The Jerusalem Annual — The Jerusalem Institute for Israel S003s

8.3 Future Forecast

8.3.1 Initial Conditions

Assets

The "Jerusalem” brand: there are few names recognized around the world like
the name "Jerusalem”. Jerusalem is a brand that can be economically helpful.

The City Center: Jerusalem's center is located between three anchors: dhe Ol
City, the city entrance and the Government building area and tlheee
University in Givat Ram, which make up a unique combination.

Advanced industries Manufacturing industries are relatively few in Jerusalem.
But the share of advanced industries is significant. A varietystaft-up
companies and advanced production companies have already decideak¢ad
the city. There is a large concentration of these industrié¢tarnHozvim, but
there are many distributed throughout the city.

Higher education, an advanced industry producing for the external market:
The educational industry, which is the largest industry in the iticludes the
higher-education industry that also produces for the external mankletneets
most of the criteria identifying an advanced industry. Thisls® #&he case
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regarding the Hebrew University and the Bezalel Academy,edlsaw the higher
yeshivas and the kollels.

The essencethe culture of education, the attitude towards learning, studedts a
teachers, and the perseverance in learning in the orthodox community.

Infrastructure: large investments were made in recent years in infrastructure, and
are still being made today, giving the city an advanta@articularly prominent

are investments in the transportation system (the road systenth@anchass
transportation system).

Unexploited potentials

1. Unexploited potential in the intellectual power of the "studying community"
2. Unexploited potential in Arab women who do not participate in the waefor
and in Arab men and women who do not hold academic degrees.

There is more than just economy! Even though the orthodox population is
economically disadvantaged, it is socially strong: the orthodox pogulasi
organized as a community (communities), that maintain a socialicohgsow at

a fast pace, adhere to the city and are accumulating political power.
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Problems

Community: 3 different population groups that differ in culture, wealth,
dynamics and unexploited potential. 2 of them act as communitieb€fter or

for worse) and the third is trying to apply universal values.

The number war: the population dynamics in the city threaten its cohesion and
strength.

Wealth: Jerusalem is a poor city.

Suburbanization: many are moving to the suburbs.

Additional construction areas on the Jewish side these have almost been
depleted, on the Arab side there is a potential that is not yet being exploited.

A competitive advantage to the suburbsin the west they are cheap, close to the
heart of the country and enjoy a high level of security.

The City Center: this is still the main concentration of activities and variaty
the city, but is under threat from increasing competition.

We would like that the residents of the suburbs, "even ithey live outside,

will act within": the trains from Beit Shemesh and Modiyin to Tel Aviv will do
the opposite.

Unexploited potentials: the workforce, and especially the intellectual power of
disadvantaged populations, do not participate in the economy.

Interaction: the interaction between academia and the rest of the economy is
lacking.

Clustering: lacking in the city is a concentration of activity centersluding
education and research institutions, start-up companies, advanced i@sdustr
companies, and services specializing in all these, or in shortiélthgs (see the
chapter dealing with employment).

Transportation:

- There is a lack of suburban trains.

- There is no express train to Tel Aviv.

- Planning of the light rail, as it is today, does not connect the clustersditythe
center.

The intellectual strength of the disadvantaged populationsthe city does not
have sufficient technological schools, that will empower the disadyeata
populations.

8.3.2 Strategy

The strategy chosen by the planning team is one that is intendstiehgthen

Jerusalem's unique qualities, as it cannot compete with the suburbs, not in price, not in

proximity to Tel Aviv and not in "a feeling of open spaces". Jdam can compete
with them if it can offer urban quality and efficiency. In ortterachieve these, the
planning team suggests the following:
A quality urban environment: both built and open.
Concentration and variety. of residential areas and centers of activity.
Industries: attracting advanced industries producing for the external market.
Interaction: between academia and the rest of the market.
Fast transportation: in, and to, the city.
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Specialization:in the city and by the city.
Potential: tapping the potential hidden in disadvantaged populations.

8.4 Concentration, Variety and Specialization

8.4.1 The City Center

Figure No. 13: Land Utilization in the Main Employment Areas
Other Uses
Institutions

Hotels

Public Offices
Offices

Commerce

Industry/Crafts

Givat CBD Malha Shiech Har Hadasa OlBBen  Mount Orth. Emp. Atarot Givat Talpiot @ah

Ram East Jerach Hozvim EinCity Gurion Scopus CBD Area Shatid. CBD
Karem Campus in City Industrial
Entrance Area  Area

From Figure No. 13, that displays the land utilization in Jerosslemployment
areas, we can see that while each of the areas has one gpésmf land use, the
central business center has a high concentration of all types of land tussmmng that
Jerusalem's city center is specializing in that it offeeswidest selection of activities
in its field, despite the emigration of important activitiesenir the city limits
(government offices, commerce, higher education, offices).udgyof the first light
rail line, it is possible to extend the center's boundaries, to shtree distance
between all its different parts in terms of transportation ,tievel to increase the
variety of activities and employment opportunities in it. Howeweorder to achieve
these goals, the city center must go through the governmentsoéiince the Hebrew
University in Givat Ram (up to the employment area suggestédeimplan, in the
Millenial Housing Project, see Chapter 14 below).
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8.4.2 Specialization

It is impossible to maintain a high standard of living without spizeition.
Specialization of the centers of activity within the city, bé tcity vis-a-vis the
suburbs, and of Jerusalem vis-a-vis the Tel Aviv metropolis.

Specialization in the City

The market engenders specialization, and specialization engeodapteteness that
increases the system's efficiency. If a mass transjportsystem leads into the city
center, and the city center will have few parking spaces nealdhe of business,
and in Malcha there are many such places and is accesgildehighway, then
Malcha will specialize will specialize in shops for productsattare loaded in the
trunk” (for example shops for electrical appliances and DIY proyuatsl the city
center will specialize in products that "can be carried in th&kgtoor in a bag"
(jewelry, watches, books and clothing). In the filed of commeremdices, it will be
possible to strengthen the competitiveness of the city ceptsivancing the creation
of the suburban rail system and the express train from Jerutal€et Aviv and by
creation of mass parking lots in the city outskirts. The Governmelting area can
be a base on which a competitive advantage can be built for spetiabmmercial
services, needed in its proximity. A cluster planned for Givat Ramd its
surroundings that will enjoy the proximity to the Government Campad/Jthiversity
and the Shaarei Tzedek Hospital, will strengthen this advantage. cllister will
specialize in advanced industries from this wave and the next ortbeapresence of
the Hebrew University, the Shaarei Tzedek and Hadasa hospithks @ity and their
connection by a mass transit system will lead to a spestti@lizin industries based on
the life sciences. The "gem" in the cluster that will teated around Shaarei Tzedek
will specialize in that field, but in a religious environment arnilil @able religious
people to take part in the great variety offered by the centethanduster without
foregoing the possibility to work in an internal, controlled environment, as thay wis

Specialization in the Center

Within the city center's boundaries will be an area servirgy'ésrum”. This will be
the place where citizens encounter one another, meet each wtinelow shop”, go
for recreation or protest; an area of restaurants, shops andrigedesalls. The
forum will be located more or less within the boundaries of theaghter, as it is
today. South-east of the forum lies the Old City, to its northestthodox center, to
the east is the Arab Main Commercial Center and to its sodthvast the cluster will
be formed. All these components will complement each other anchéogetll
constitute an extensive city center. This change will not happés own. The light
rail that will shorten, among other things, the time distance legiwiee cluster and
the "forum", will be the driving force behind the change. Renovahiagtirrent city
center, removal of the "flood of buses" from Jaffa Street aratioreof streets that
serve their purpose, and will not be transportation routes, can aid (ivethern part
of the main commercial center) the entrance to the city aildawt as the link
connecting the cluster and the forum, that will also be aa@riglement in the array of
actions that will create the change. All in all, the cluster and therexstnter do not
compete with one another, rather, they complement each other. oGrehtihe
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intended employment cluster on national lands, facilitating i&tiorg can speed the
"forum’s" flourishing.

Influence

Large-scale matters and matters to which the government garty : Where can we
have an effect on the city's specialization? It is possibéxéot an influence mainly
in large-scale and differentiated matters, or in matters tehmiie government is
party. It is possible to prevent the creation of malls that aeithpete with the city
center, it is possible to influence the district government offices tareiuhe center,
and it is possible to create a university and dormitories initheenter (see chapter
no. 5).

Indirectly: for example by planning the transportation and parking layout in,cand t
the city by allocating the right areas. Even then, one needsiember that if we do
not give them what they want inside the city, they have a choice to find it outside.

Management company:lt is possible to influence the creation of a management
company that will manage the center and/or the clusteritegand will decide who
goes where (like a management company in a mall, for examjtlas doubtful
whether such a complex and varied thing as a city center caareged, better than
the market. What the center's manager will be able to do lietterthe market is
managing land and the public services offered in it.

Facing the Country's Heart

In face of the country's heart, Jerusalem can employ a vasfegpecialization
strategies, according to its existing, or potential, competétheantage in each and
every industry.

The Best

Jerusalem has industries in which she can excel, with adfftde. Two prominent
ones are: secular higher education and religious higher educationsaléen has
concentration of high-yeshivas and kollels that attract studentsiéma@l and from
abroad, and about 70 percent of Hebrew University students are from dinside
county. The third, if less prominent, industry is the concentration sic kend
practical research in biological fields in the Hebrew Univgrand in the hospitals
(primarily in Hadasa). In next-generation industries, thiitapparently be based on
biological and information sciences, Jerusalem is indeed in teé&dot. Another
field in which Jerusalem has a distinct advantage is the sfualyson Bezalel and in
the Academy of Music and Dance. Additionally, the tourism inglustrJerusalem
has an advantage in the quantity and quality of sites, over evenypdéce in the
country, as every tourist that visits Israel comes to see Jerusalem.

Straggling Leader

In terms of upcoming industries of this generation, the ICT (Infooma&
Communication Technologies) industries, Jerusalem is not at theoftreiVhen the
ICT industries recover, Jerusalem could be like Raanana andSKba, and "eat the
crumbs from Tel Aviv's figure". But in order to achieve this, Jdam requires a
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fast, constant and reliable connection to the heart of the country acldgtes, which
will have a wide, unique variety of activities.

Leading Its Niche

In the field of commercial services, Jerusalem can emploleadihig the niche"
strategy. Jerusalem houses most of the government, and evegodrament were
to diminish in size, there would still be many people dependent on aiwydrs

working with the Supreme Court, industrialists working with the Mipist Industry

and Trade, start-up industries working with the Chief Scierdrsd, so forth. This
association can be exploited in order to nurture commercial séndigstries that will

benefit from the possible interaction with the government bodiesetinsdlem.

Should this strategy succeed, it will have a synergic effecall other industries in
the city.

Tourism

The "tourism industry" is an integrated industry that includes, beshusel
accommodation, restaurants and cafes, transport (buses, cabs, atriivesyagents,
tour guides and international conferences. We estimate thavdoy dollar spent by
a tourist in a hotel, there are four more dollars spent on peripheral services.
From analysis of the data in Report No. 3, it appears that thesrtoumidustry is
growing in recent years, despite considerable fluctuation. Totwasnbeen a leading
industry throughout the years and the export component in it is relatively large.
The tourism industry in Jerusalem has a number of unique characietist are
worth mentioning:

Exploitation of an existing local resource — the "Jerusalemdirs a brand of
location that cannot be "transferred" elsewhere. This brand hage global
market whose exploitation will enable to strengthen Jerusalegn@snational
status.

A very large variety of tourism sites.

A place sacred to the three monotheistic religions that, in tohpsace, can be a
global focal point for tourism.

Strengthening the city's status as a center for internaticoagresses and
conferences.

Employment — Enables division of the unskilled workforce, to be emgloye
according to their abilities.

Economy — Strengthening Jerusalem's attraction enables thésbsteent of the
city's economic status.

Activity and reputation — Tourism increases the activity talglage in the city.
The creation of tourism functions and upgrading the streets and the ppdies
serving tourists, also benefits the city's residents, who gee& people from all
over the world who, on their part, spread the city's reputation batkimhome
countries.
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Facing the Suburbs

Concentration and Variety

Vis-a-vis the suburbs, Jerusalem will specialize in the corat@nirand variety of the
activities it offers. The City Center will be larger ana@rm varied than anything
possible in a suburb. The academic education system in the dityewbletter than
anything found in the suburbs. The cultural life, arts and entertatroifered by the

city, to the whole variety of populations and cultures, both local andyfo(®urists),

will be larger than any found in any one single suburb, or all of the suburbs combined.

Transportation

So that the residents of the suburbs will come to interact icityhyea constant, fast
and reliable transportation system is required, that will bringetlesidents to the
city. Such a system exists today, but it connects the largelbs,lBeit-Shemesh and
Modiin, to Tel Aviv.

East and West

We must distinguish between those suburbs that lie to the west afythand those
that lie to the east. Jerusalem's attraction will be seiffico bring those living in the
suburbs to the east. Regarding those that live to the west dafythéhe competition
with the country's center will be very difficult.

8.5 Unexploited Potential

8.5.1 Population Characteristics in Jerusalem

From analyzing the data in Table No. 2 below, and from analyhmgiémographic
and economic characteristics of the population in Jerusalem, wedrean the
following conclusions:

Table No. 2: Per Capita Income, in Jerusalem, Tel Aviv and in Israel (1995)

City Per Capita Income (NIS/month)
Jerusalem 1,355
Jerusalem Arabs 472
Jerusalem Orthodox Jews 620
Jerusalem Non-Orthodox Jews 2,161
Israel 1,900
Tel Aviv 2,520

Source: Analysis according to the CBS

The average income in Jerusalem is lower than that of Isrgeneral or that of Tel
Aviv. When considering the causes of Jerusalem's relative pauadtyhe relative
poverty of the Arab and Orthodox populations in it, we must remembefrdotars
that influence the living standards in the city: the population coriposthe share of
the potential workforce (those 15 years of age and older) in the gtigol the
percentage of participation in the workforce (out of the total paientirkforce), and
the percentage of those holding academic degrees in the poteatidbrce. It
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appears that Jerusalem's poverty is not an unfortunate event, it eaplamed, as
well as the poverty of every population group in the city, through those factors.

Table No. 3: The Causes of Jerusalem's Relative Poverty

Factor Out Of Units Orthodox Arabs Non-Orthodox
Jews Jews

Population Thousands 167 207 289

Size

PWF Population| Thousandg 51 59 76

Participation] PWF Percentagg4l 34 61

in the of Sector

Workforce

Academic | PWF Percentagel3 9 24

Degree of Sector

Holders

Multi-year

Studies

13-15 PWF Percentage22 10 21

16+ PWF Percentagel 3 8 20

(1) The Potential WorkForce — or PWF in short. Source: Adapted fin@m1995
Population and Residency Survey.

A. The income of Orthodox Jews is lower than that of Non-Orthodox Jews and

the income of Arabs is lower than that of the Orthodox Jews.

B. The share of Arabs and Orthodox Jews in Jerusalem's populatawges

than that of Tel Aviv and Israel in general.

C. For the Orthodox and Arab populations, the share of young people in the
population is large, and this is explains the small share opdkential
workforce (15+ years) from whence come the workforce participants.

There is a low participation of Orthodox Jews in the workforce.

There is a very low participation of Arab women in the workforce.

The share of academic degree holders in the potential work$oso®all in
the Arab and Orthodox populations, compared with Non-Orthodox Jews.

nmo

As opposed to building a new city, like Modiin, in a large, existinglite Jerusalem
it is very difficult to raise the average living standard, througfanging the
population composition. It is possible to raise the living standardeinity, mainly
through tapping the unexploited potential of the city's existing population.

8.5.2 The Orthodox Population

Why have they chosen to live in such poverty?

According to the existing economy (inspired by positivism) iyt have so chosen,
that means that this is the best alternative for them". Bytdhlienot choose to be
poor. They chose a special way of life, unique to them, that undeotittions

existing today, causes them to live in poverty. We cannot teio@ox people to
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behave like non-orthodox Jews so that their standard of living wilugo This
attitude will not attain the goal.

A profound understanding of the orthodox life style is required, acordiag to this
understanding an alternative must be found that will enable thesus®otheir level of
income, without disturbing their way of life, their culture or th@mmunity. We
must try to present an alternative that is not available ta tbday. By so doing, we
will also decrease their dependence on the non-orthodox societydefi@adency is
not healthy for the orthodox society nor for the non-orthodox society.

They Do Not Come Empty Handed

We must remember that the orthodox population can bring the workfeigaiicant
"dowry" that has proven itself throughout the ages both in Israeliraedile: the
"learning society". This culture that centers on learning, revibe community
respects smart students, its method of teaching, the self-discigind the
commitment to learning that characterize the yeshiva, the fbgids the essence of
the Talmudic debate, the father who "sacrifices himself fos#ke of the Torah", the
woman who strives to be like the wife of Rabbi Akiva, and the mdtregrwill do
anything so that her son will be wise in the Torah. All tregseassets that do not go
to waste in a wise student who, at the end of his studies, choosasiyolawy
(according to a study by Prof. Amiram Gohethere are law faculties in US
universities where students receive credit for yeshiva studids)se assets are good
not only for studying law, but for the study of any subject, fromogiplof computers
to business management and marketing. And when these assetnedetd useful
tools, they have an economic, scientific and cultural value thahotabe
overestimated. The "hybrid wealth" that is formed when the igatgened that
separates the orthodox Jewish culture and the general Westerne,culas
tremendous strength, as many examples from Jewish historypmile. One can
mention, in this context, the "hybrid wealth" that arose from thenroges towards
Muslim culture in Spain in the middle ages, and consequently towardsti&r
culture in Spain; the emancipation of Jews in Central Europe arudltoeal thriving
that characterized Jewish communities in Germany and Austrgatyafterwards;
the Jewish immigrants from Eastern Europe to the US and akbssl. IsAlbeit, this
does not work for very long and after two or three generations w@rze"like all
nations".

Universities and/or Colleges for Orthodox Jews

In order for orthodox Jews to receive "a tool that can be put to gogditus
important to adhere to the following rules:

Not to do so inside the yeshiva.

To enable higher studies and/or academic studies in an orthodox atmosphere.

Not to "stuff them" with secular culture, only to hand them the "tool".
All this can be done in one orthodox university that serve the entih®dmx
population or in several orthodox colleges, that will each targettain sector of that
population. Obviously, by orthodox we mean both men and women of the orthodox
community, and naturally, these will not study together.
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The Orthodox Higher Education Industry in Numbers

It is hard to provide data on the number of students in the "learaaigty’. In the
report dealing with higher education (see Chapter 9 below) and iropsekeports,
we used CBS data according to Ministry of Religions data. Here, wenpres the
help of Yeira Veizental, the numbers as they were provided byy#shivas
themselves:

Table No. 3: The Number of Yeshiva Students in Jerusalem

Type of Institution Number of Institutions Number of Students
Large Yeshivas 21 10,000

Large  Yeshivas  with 160 10,000

Kollels

Only Kollels 250 10,000

Total Large Yeshivas| 377 30,000

and Kaollels

Small Yeshivas 50 6,000

Source: The Committee of Yeshivas in Israel

According to this source, there are about 30,000 students in the |a&lggageand
Kollels, of which about 6,000 are students from outside of Israel.

8.5.3 The Arab Population
Participation in the Workforce

An important factor in the low participation of Arabs ion the workéois the lack of
participation by the majority of Arab women. Here too, it is fidsgo give up and
say that this is "a cultural matter”, but it is also possibletry and create the
conditions that will enable them to increase their participatiéior example, by
creating workplaces that are close to home.

Brain Power

The EI-Kuds University was consolidated into one single university cently
(1995). It was consolidated through the unification of several prarexist
institutions, located in several campuses, inside the city lanmitsoutside them. El
Kuds is integrates the following institutions: the Theological €alof Beit Chanina,
the Medical, Science and Technological Colleges of Abu-Dis and EI-Bind, Hi

El Husseini Women's College (School of Arts) and the Centdslmic Archeology
in Sheich-Jerach. There are many fields of study and the utyv@tans on
becoming a Center of Excellence for the Palestinian people. Plas@ef60 million
investment in construction in the Old City, in Beit Chanina and incBh#rach, and
today there are 5,200 students attending the EI-Kuds University, andathes o
reach a goal of 6,000 students in two years. How many studentstwdif in this
university by 2020? Where will they come from? From Jerusalginom outside of
Jerusalem. Whence will the additional places required for théeauc studies of
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Jerusalem's Arabs come from? All this depends on a geopostealario, or in
layman's terms, it depends on the location of Israel'sradstarder and what will be
permitted to pass through it (in this context, see Chapter 9).

8.6 Advanced Industries Producing for the External
Market

8.6.1 Industries to be Attracted

The criteria for selecting those industries that the planning teglieves need to be
encouraged are:

Fast growth rate.

Ability to pay the manufacturing elements.

Industries producing for the "external market".

Global players.

Survivability "under all conditions".

Low, or controllable, environmental pollution.

Esteemed by their employees or by the public.

Synergy with additional industries.
We liked the ICT industries. They met all the criteria @x@me, "survivability under
al conditions".

Table No. 4. ICT Industries Compared to the General Market(in percents,
unless stated otherwise)

1990 2000
GDP 5.0 13.6
Employees 3.5 6.0
Export 14.0 30.0
Product per Employee* 1.8 2.3

* The ratio between product per employee in the ICT sectothendeneral product
per employee in the market.

Source: ICT Sectors (1990-2000), CBS.

In order to correctly estimate the higher-education industry,mmet consider it
according to the above mentioned criteria:
Rate of Growth — not sufficiently fast in the college sectorsdont in the Hebrew
University.
Ability to Make Payment — pays fair wages.
Production for the External Market — yes, many students come frosideut
Jerusalem.
A possible global player through appropriate marketing.
Survivability Under All Conditions — much better than the tourism and ICT
industries.
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Low Environmental Pollution — yes.
Esteemed by Its Employees and by the Public — the secular pdilies
universities and the orthodox public values the yeshivas.
Synergy with Other Industries:

- Universities and colleges produce the manpower and the resedrchrtbgtute a
“fertile ground" for additional advanced industries.

- Yeshivas produce "the diamond in the rough", through the synergy lefatitmeng
society and the general secular culture, a "hybrid wealth"beagrmed that has
a general cultural value that can have economic value as well.

The high-yeshivas meet most of the criteria set for the indsstre prefer. They
employ more and more people, they pay fair wages, they ae alel are esteemed
both by their employees and by the orthodox community in general,stirewe
"under all conditions", and apparently they are also industries thduge for the
external market. In the well-known high-yeshivas in Jerusathare are students
from all over the country, as well as from abroad, however, they dproeide their
students with a "useful tool".
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8.6.2 The Job Market in Jerusalem

Analysis of the market structure in Jerusalem is brought in defBeports No. 2 and
3 and in the chapter dealing with higher-education in this report. fikide it
appropriate to present some data that serve as a point of departleeiding the

planning policy.

Table No. 5: Employees in Israel and in Jerusalem, in percentby economic

sector, 1999-2000.

Economic Sector Jerusalem Israel
1999-2000 1999-2000
Agriculture 23
Manufacturing Industries 9.1 18.2
Electricity and Water 0.9
Construction 4.2 5.5
Wholesale, Retail and Repairs 10.6 13.4
Hotel and Food Services 5.5 4.4
Transportation, Storage and 5.9 6.5
Communications
Banking, Insurance and Financial | 3.1 3.4
Institutions
Business Services 10.9 11.2
Public Administration 13.2 5.5
Education 17.8 12.5
Health and Welfare Services 115 9.8
Community, Social and Personal | 6.7 4.8
Services
Household Services by Private 13 1.7
Workers
Total 100 100

Source: Statistical Annual of Jerusalem, 2000

Table No. 6:

Estimate for Each Area and Sector, 2000

Manufacturing Industries in Jerusalem, Employee Nmber

Givat | Malcha | Har Atarot | Talpiot | Other | Total | Percent
Shaul Chotzbim
Software 944 1,377 3,220 0 349 278 6,160 26%
Hardware 273 571 3,635 0 116 65 4,661 19%
Biotechnology| 143 0 664 75 48 85 1,026 4%
Traditional 3,088 | 35 1,032 4,348 2,293 1,296 12,088.%
Industries
Total 4,447 | 1,983 8,554 4,423 2,807 1,724 23,9300%
Percent 19% | 8% 36% 18% 12% 7% 100%
Source: “Survey of Industries and Hi-Tech Companies in Jerusalem”

Dialog,Organizational

Development,

definitions used by this source differ from that of the CBS.

Training and Advisory Company. The
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8.6.3 Conclusions

Starting Point

A.

B.

The education industry is the largest industry in the city autlld relatively large
compared to Israel in general.

Jerusalem's share in the public administration and in the eslugadustry is very
large, in absolute numbers as well as in relative share comparkxiael in

general. On the other hand, the manufacturing and commercialriedushare is
small, compared to their national average.

About 49% of those employed in the manufacturing industries in JEmysare

employed in advanced industries.

Those employed in advanced industries work in employment cenggrsrsikd
throughout the city.

Jerusalem's share in current generation upcoming indusoitsa(®), is small
compared to its share in the general population in Israel.

Jerusalem's share in next-generation upcoming industries (biotgynois

much larger.

From analysis of the data presented in the chapter dealing with highatieaduit

appears that in the Hebrew University, the number of studentgrgjuniological

sciences is much larger than Jerusalem's share in Igpaplgation, while the
number of those studying mathematics and computer sciencpprisxianately

equivalent to its share in the population (in the lower academic degrees).

It is possible that it is no coincidence that in the currenéiggion upcoming
industries, that are based on studies in mathematics, computeragameleeng,

Jerusalem's share is smaller than her share in the populatide, Jehisalem's
share in biology-based industries is larger. Support for this céoubd in that

the Weizmann Institute causes Rehovot's share to be larger as well.

Looking Towards the Future

By 2002, between 170 to 220 thousand employees will be added to those currently
working in Jerusalem. About 100 thousand of these additional employees will
come from outside of Jerusalem, and about 30 thousand people will work outside
the city. From the additional 170 thousand employees, about 100 thousand will
work in industries producing for the local market while approxingai&0
thousand will work in industries producing for the external market.

The industries producing for the local market will grow adoay to the
population's needs, and most of them have exclusivity in the local market.

The living standard in Jerusalem will not improve if the aitill not have the
foresight to attract those industries producing for the external market.

. The suggested planning policy is to attract those industriesdhabetter pay the

manufacturing elements, grow and add employees, are globatqlayrvive "in

all conditions", do not pollute the environment and are esteemed by their
employees.

Each time a new generation of start-up industries emetgdsnieets these
criteria, but what is common to all advanced industries isthiegt are based on
human capital, mainly — scientists, engineers, business managesantants and
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even lawyers. This trait will not change in the future andhilgger-education
institutions must be prepared.
O. The industry in Jerusalem that has a competitive advantage and bmust
strengthened is the higher-education industry.
The interaction between academia and the rest of the market, is lacking.
The city is lacking a cluster, meaning: a large concemtraf activity centers
(education, research, employment and services) that are "in reach".

QO

8.6.4 Interaction Between Participants in the Techological
Innovation Process

The Paradox: Capturing the benefits of technological innovation rad research
openness.

In the European Union report analyzing the success and failuresfadtbigh-tech
industries in various countries, emphasis is placed on the interadtomrdn the
universities and the research institutions, and the start-up compdiiesonclusion
of this report was that in countries such as Finland, Sweden and [xerttmar
interaction is strong, while it is weaker in countries sucGasnany, Spain and Italy.
This interaction is not a simple one and we are actually factdtiae following
paradox: a start-up company intends to profit from a technologicaVation that it
has developed. In order to harness the innovation for its own benefitstitpnevent
competitors from obtaining the knowledge that it has. This is dorredistering a
patent or by maintenance of confidentiality, but how can weadtpe knowledge to
be transferred between the various companies? The answerthe &atercooler”,
meaning by informal interaction. In such informal interactiowg all of the
knowledge is transferred, but only the "peripheral” knowledge, and thet $& kept.
Not without reason is this phenomenon more successful in smaller iesuntrere
people know each other, have confidence in each other and relations are less formal.

How do we strengthen this interaction?
One solution is the creation of a cluster. It will be not betede@nywhere”, but
in close proximity to the City Center and near the university hadgybvernment
offices, and by the highway leading to Tel Aviv.
The creation of education and research institutions that have an atganiz
culture that is friendly to the rest of the market.
To employ people laid-off from the high-tech industry in academthere they
will change the organizational culture.
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8.7 How to Survive the Crisis?

We are in a state of crisis. The diagnosis shows all theaaeaistic symptoms:
deflation, shrinking demand, decreasing prices, unemployment andveegeadivth
intensify one another. These are the symptoms of a classg; smsilar to the one
that occurred in the 1930s. In order to solve this crisis, we imugtase the deficit
and invest in infrastructure, mainly in education. This investimemfrastructure
creates immediate employment, while the end-product is noinfetlie market for
several years (until finishing the train or the road, for exampThis, assuming that
there is no market for investing in the infrastructure itsetidaly, there are those who
mock the employment methods of the 1950s, where unemployed people wdre sent
work in forestation, but the product received from forestry (wood) wkzedt by the
market after 20-40 years, while if we were to employ the peiopihe manufacture of
vegetables, the endproduct (vegetables) would reach the market sarnmatyear and
put the existing vegetable growers out of work. What is required ismploy
unemployed people in the manufacture of products that require anangeer of
workers, that do not reach the market quickly and that promotes pmdetments
that enable a quick expansion of the market at the end of the drissnvestment in
education is an example for an investment in infrastructure. This is an invetitatent
does not reach the market quickly, and strengthens our produativth ifuture. In
this crisis, the investment in education has several unique advactagesred to
investments in other types of infrastructure. These are:

It is relatively work-intensive and therefore employs more people per sty

It can utilize unemployed people from the high-tech industry as mantifeg
elements in the education process;

The product created by this industry will add to our strength istdr&-up industries,
at the end of the crisis.

We must remember that some parts of the education industry hmaaekat, such as
the colleges for example, but the investment in universities ¢éaahtand perform
basic research, and the investment in the basic research iosstsuch as the
Weizmann Institute, for example), have no market, and here the govercare
invest and employ workers and accumulate intellectual capitahvihatrengthen the
market in the future.

The high-tech industry suffers the most from this crisis. Blogv it received is
affecting other areas of the market as well. The brainpofvitgs employees has no
other alternative here, but they can move and work elsewhere. ylfgtheit is
doubtful that they will come back when we need them (we have ndbngtten
Amdocs' initiative to import programmers from India and createvelopment center
for them in Cyprus).

Investment in all levels of education, including lowering tuitioesféor students, and
utilization of many of those laid-off from the high-tech industrgoncannot find
alternative employment in Israel, will be achieve severalsgsahultaneously. We
would utilize a manufacturing element that today is free, we wpuévent the
emigration of educated people with proven industrial abilities, we dviowiest in a
work-intensive infrastructure and so increase consumption more th were to
invest in other types of infrastructure, and we would create maatfagtelements
that will be required by advanced industries. We must rememberathtneir
pinnacle, when the leaders of the high-tech industries we askbdt "o you
require?”, they replied "education, education and more education”. ltddteadded
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that even though we advocate privatization, the privatization ofdheaton system
in a time of crisis will miss the mark.

Research and Development in a Time of Crisis

The investment in research and development creates products that r@aatothe
market today (in the pharmaceutical industry, 16 years are rdqtorereate a
product) and therefore in times of crisis when there are no erimaéstors to fund
the research and development, it is advisable for the governmeiketdheir place.
This will provide employment for unemployed manufacturing elem@ghtse laid of
by the high-tech industry), it will increase our strength inhig-tech industries in
the future and will complement and strengthen the academic system.

8.8 Summary

The economic chapters of the previous reports review and analyzealderas
primary assets and the main problems facing it. The main conclusions stermaming fr
this analysis are that the city is comprised of three commeanidistinguished from
each other in culture, wealth, dynamics and in their unexploited pd¢éeniiae share

of disadvantaged populations is large, due to the city's unique demogstphtare.
The rate of workforce participation is small compared to the patembrkforce and
the percent of those holding academic degrees is low in two of fhesulations
relative to the city average and compared to the national avefdss, an important
part of the workforce and intellectual wealth of the disadvantpgedlations, is not
utilized in providing subsistence.

The City Center still has the largest and most varied contientiat activities, but it
is under threat and is finding it difficult to face the competitioBy 2020, an
additional 170 to 220 thousand people will seek work in the city, and welocass
and prepare the optimal locations for the employment centers thesiee people will
work. Today, the interaction between the participants in the teajinalonnovation
is lacking, due to structural and organizational changes betweeradademic
institutions and the industry. The education and research centeradaadced-
industry factories are dispersed all over the city. Even thHardde University is
divided into three separate, and distant, campuses.

The areas for additional residential construction have been almogtletein
depleted in the Jewish side of the city. This is a restrithanhhinders the growth of
the Jewish population in the city and causes a rise in housing wbéts, is why
annexing the areas to the west of Jerusalem is vital to tiy&s @ontinued
development. On the Arab side, there is a large construction pbteich is yet to
be exploited. This is a central reason for the Jerusalegediviee immigration, both
of Jewish emigrants with relatively high incomes and of Jewls w incomes and
especially by the orthodox population. Many of those leaving r&ldoahe suburbs.
Even if room or incentives are not provided for all of them to liv8erusalem, the
preferred solution is that suburban residents, "even if they live eutsidl act
within".
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Since Jerusalem cannot compete with the suburbs in price nor in fyosonthe
activity centers in the "country's heartland", Jerusalem kellable to attract and
concentrate economically strong populations, if it will have thesight to offer a
proven advantage in urban and environmental quality and efficiency.

The means required are not all contained in the narrow definitioronbet. Some
touch upon the educational field, some pertain to transportation, somendo |
allocation and some to organization. Following are the main means pippoate
have been discussed in detail in this chapter:

The quality of the urban environment — crowding the city, while maintaining the
living standard. Organization and protection of the open landscape qusility, and
between, the neighborhoods.

Concentration and variation of the activity centers in the CityCenter —The City
Center concentrates within its boundaries and in its surroundingdeavariety of
activity and employment centers. It includes unique sites sutie &ld City and the
Government Campus, as well as high-quality religious campuseairdagt high-
yeshivas, Betzalel and the Music and Dance Academy.o$e groximity lie the city
entrance complex, the Government Campus and the Hebrew UniversigtsRam
Campus. Not far from the City Center lie the Mount Scopus CantipeisShaarei
Tzedek Hospital and most of the academic colleges.

The planning team suggests creating an employment, study aradchessuster
surrounding existent clusters, such as: the city entrance, therf@wmrCampus, the
Hebrew University, the Givat Ram Center for Science Indusares the Shaarei
Tzedek Hospital. Begin Avenue will connect the cluster to theerityance and to
the Tel Aviv highway and the first light rail line that is under constructiomilllalso
shorten the time distance between the activity and employmetgrgen the Center
and in the cluster, so as to render them “nextdoor”. Thus, the GitgiGeill expand
in area and in the variety of activities offered, and willude the Mount Scopus
Campus, the city entrance and the Government Campus.

Specialization— Jerusalem must attract and invest in advanced industries producing
for the external market, as Jerusalem is more competitivelTeiatwiv in the higher-
education industry, both secular and religious, and is also possiblycomgetitive

in next-generation industries (biotechnology and bioinformatics), bothhafhware
advanced industries producing for an external market. Also, Jerudae a clear
advantage in the tourism industry, including international conferences.

The Higher-Education Industry — in order to strengthen and establish Jerusalem’s
competitive advantage in higher education, it is advised to take the following steps
To create a technology and administration university in the City Center.
To move the School of Agriculture to Jerusalem.
To create a Jewish/international university where studiesbailtarried out in
English, in the City Center.
To encourage and aid the creation of student dormitories, in the City Center.
To create the art colleges and additional small colleges, in the City Center.
To strengthen the interaction between academia and the rest of the economy.
To create an institute for matrix-based research.
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To provide the orthodox population with a proper alternative, whether by
university or by colleges.

To provide the city’s Arab population with a proper higher-educatitamreltive,
whether in an existing institution (EI-Kuds), or otherwise.

“Tapping the Unexploited Potentials” — There are large population groups in the
city wherein lie unexploited potentials, that, when utilized, will gbaote greatly to
those population groups and to the city in general. Tapping the poteningddovar
can be promoted through the creation of orthodox universities and coltegason

of workplaces that are close to the home, and a “cluster gend ieligious
environment.

Fast Transport — improving accessibility inside the city through a mass-transit
system, connecting the suburbs with the City Center, by usseuwjaban rail system
(on the rail route that will serve suburban trains) and connecteigAviv and
Jerusalem, by an express train.

Organization — the populations’ dynamics inside the city and between the citisand
surroundings, evokes a new consideration of the municipal and metropolitan
organization. The unflattering performance of the education sygteencause to
rethink its reorganization. The shabby state of the City Cel#erands a creative
rethinking of the Center's organization. The obstacles and the bragauc
complications demand a rethinking of the planning and registratiotensygs
organization.

Government Aid — the Knesset passed the Basic Law: Jerusalem (1980) from an
understanding of the complexity of the problems facing Israafstal. The law
enabled, and even created, an aid mechanism unique to Jerusalem. sAsfallgsi
city’s economic reality shows that only with the government’s balpthe city face

its problems, and especially:

Investing in the transportation infrastructure: an express tralerusalem, main
traffic arteries and the completion of a mass-transit system.

Preferential encouragement (‘A’ level development area)nfeesting in high-
tech companies, and especially in the field of biotechnology.

Aid to academic institutions, including investment in high-tech and dulo-t
research and development.

Nurturing the city’s human capital, and especially aiding the psadeal training
of disadvantaged populations.

Strengthening the city’s status as Israel’'s capital diy, moving economic,
institutions, moving government company offices and the IDF’s higicatbn
institutions.

Providing aid to strengthen the city’s status in higher educatiomdwng the
School of Agriculture to Jerusalem, creating an English-speakiegnattonal
university in the City Center, creating an orthodox university ancbeges in
the orthodox environment and strengthening the interaction between academia and
the other sectors of the economy.

Increasing the government’s participation in the Small Businesses Aid Fund.
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Giving preference and grants to advanced industries through rea pstas,
development costs, expropriation for public purposes, etc.



