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March 23, 1994
From: yair hirschfeld
to: Yossi Beilin and Uri Savir

Planning an Israeli Policy towards the Palestinians of the
West Bank, Jericho and the Gaza Strip

I. General Remarks:

I.1. An analytical understanding of the power structure within the
West Bank, Jericho and the Gaza Strip is not possible, if the
outside-inside relationship is not taken into account. Hence, an
Israeli policy towards the "inside" has to be designed, as an
integral part, of the entire Israeli-Palestinian relationship.

I1.2. Israel’s interest is to design a policy, which will assist in
promoting the peace process and create a long lasting working
relationship between Israel and the upper, the medium and the
lower echelons of the entire pyramid of Palestinian decision-
makers.

I.3. This paper will at first analyze the pecularities of the
Palestinian decision-making mechanism (i.e. the functioning
and the effects of Arafat’s political control system) ;
secondly, it will describe its impact on the Palestinian
"inside" power structure; thirdly, Israeli policy dilemmas
and the pitfalls of Israel’s present strategy will be
discussed, enabling us finally to suggest a new strategic
approach.

II. The Palestinian Decision-Making Mechanism: Arafat’s Political
Control System

IT.1. Arafat’s political control system of the internal
Palestinian decision-making process is built on the application of
four power techniques: first, the creation and maintenance of a

rotating double-check system (see II.2.); second, the creation of
an anti-hierarchical work system (see 1II.3); third, an ongoing
effort of internal Palestinian, and external Arab (and non-Arab)
coalition building (see II.4) and finally fourth, maintaining the
capability to support or oppose the ongoing negotiating process,

IT.2. Arafat’s rotating double check system 1is built on the
creation of rivalling power structures within decision-making
institutions and between them; e.g.:

on the economic decision-making level:

PECDAR 1is led by Abu Ala, whereas its local directors are all
former members of the technical committees and still loyal and
largely controlled by Faisal Husseini; moreover in competition to
PECDAR, Arafat has created an Economic Development Committee, in
charge of sponsoring economic development projects. Thus, Arafat’s
support may be given and taken from "outside" players to
"insiders" and vice versa;
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on the constitutional decision-making level Arafat is plgnning_ a
similar set wup: the PEC (Palestinian Elected Council) will
counter-balance and will be counterbalanced by the PNC
(Palestinian National Council) whose members are nominatgd; this
pattern will again enable Arafat to play the "inside" and
"outside" and other groups, one against the other.

ITI.3. Arafat’s anti-hierarchical worksystem is built on a very
simple (and rather devastating) device: Arafat will give orders to
subordinates contradicting the guidelines they receive from their
superiors: e.g. Muhammad Abu Kosh, while working in Abu Ala’s
office, or Hassan Abu Libdeh, working for Faisal Husseini, will
obtain direct orders from Arafat, in contradiction to the policies
laid down by Abu Ala or Faisal Husseini. The immediate result
hereof 1is threefold: increased dependency of everybody upon
Arafat, the creation of an ineffective and insecure decision-
making process both in Tunis and in the territories, and lastly,
the creation of ongoing infights also against Arafat.

II.4. Coalition-building within Fatah and the other organisations
of the PLO is by and large a separate undertaking in Tunis and in
the territories. In the territories Faisal Husseini has so far
been permitted to build a coalition of forces between el-Fatah,
the Communists, the Independents, the Democratic Front (Peda) and
the Sha’abi; whereas in opposition to Faisal Husseini, direct
support is given to the "street leadership".

Arafat’s capability to build a Palestinian power coalition is
strongly supplemented by his capability to obtain outside Arab,
and non-Arab support. Here the United ‘States and Egypt play of
course a key role. Within the PLO, Abu Ala, Nabil Shaath and
Faisal Husseini have strong enough personal connections that may
weaken or strengthen Arafat’s outside relations.

II.5. The effectivity of Arafat’s coalition building strategies
has so far been based on his ability to support or obstruct the
negotiating process. The Oslo Agreement has created a certain
change of the old pattern. Before September 13, 1993, the "inside"
tended to pressure Tunis, to move ahead in the peace process. Yet,
the fact that the "inside" was excluded from Oslo, and the under-

standing that Arafat’s coming to Jericho, will have a strong
impact on existing power patterns in the territories, has created
reservation and fear among the "inside" against the process.

III. The Changing "Inside" Power Structure:
IITI.1. In the past, before September 13, 1993, the power base of

the "inside" leadership, headed by Faisal Husseini, was based on
the following power components:



- legitimacy for negotiations obtained from
Tunis, Washington, Brussels and Jerusalem;
- the power of inside coalition-building, - combining
the forces of right and left-wing Fatah, the Communists,
the Independents, the forces of Peda and Sha’abi;
- the administrative set-up of the Orient House and
the technical committees;

however, missing a grass-root structure, after in autumn 1988,
the IDF had destroyed the structure of the local committees.

IIT.2. After September 13, the ‘"inside" leadership headed by
Faisal Husseini, lost in importance:

- Arafat and the PLO obtained legitimacy for negotiations;

- the "inside" coalition, that had created the Washington
negotiating team, lost prestige, while a new process of
"outside-inside coalition building" was taking place; and

- the administrative set-up of the Orient-House was weakened
by the creation of an "outside" dominated new
administrative set-up.

IIT.3. In order to regain influence Faisal Husseini attempted to
obtain the following:
- continuous financial and political support from the
EC, the US and European governments; this was obtained;
- direct support from Saudi Arabia and the Gulf states;
this was also obtained; ;
- direct support from the  Palestinian and Palestinian-
Jordanian business community; this was partially obtained;
- from Israel, Faisal Husseini and his political partners

requested:
- to coordinate various CBM,s, such as e.g. the release
of prisoners, - this was rejected;

- to prepare quietly for early empowerment in the
spheres of education, health, social welfare, tourism

and direct taxation, - this was rejected;
- to obtain a concession for opening a tv and radio
program, - this was rejected.

III1.4. The weakening of the power structure of the Orient-House
has tended to strengthen the more diffuse power-structure of
regional power-brokers, such as the local Fatah leadership and the
old regional families. Both of these groups tend to be hardliners.
The 1local Fatah-leadership has no knowledge and experience of
cooperation with 1Israel (outside the prison walls); the old
traditional families, whose power base is regional, have
experienced the undermining of their power position, by Israel,
since the introduction of the "village-league policy" of Ariel
Sharon.
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IV. Israeli Dilemmas and Pitfalls:

IV.1. Endeavouring to promote the peace process, the
Government of Israel has to overcome several policy dilemmas, such

as:
Iv. 2.
policy

strengthen chairman Arafat, on one hand, while
on the other, develop a close working relationship with

an optimal number of "inside" power brokers;

widen the general Palestinian support for a peace

policy, without increasing Palestinian demands against
Israel; '

maintain important concessions for future negotiations,
while implementing immediately change on the ground;
centralize coordination for promoting economic
cooperation, while creating a wide range of Israeli-
Palestinian relations on the ground;

take internal Palestinian power struggles into considera-
tion, without replicating their internal division on the
Israeli side.

So far, little success has been obtained regarding the
aims outlined under IV.1.:

chairman Arafat’s position has been weakened, while
the former working relationship with "inside" power
brokers has almost completely faltered;

Palestinian support for a peace policy has dwindled;
no immediate change has been implemented on the ground;
efforts for promoting economic cooperation have been
diffuse and have created serious Palestinian fears

of anticipated Israeli business practices;

Palestinian internal power struggles have been largely
replicated on the Israeli side.

V. An Alternative Israeli Strategy:

V. 1.
should
mean:

In order to succeed in the peace negotiations, Israel
adopt a "Three-Level 'Strategy". In essence, this would

first, to strengthen Arafat’s need and capability to

follow a peace policy, by "implementing in a dialogue
with him, practical change on the ground (not only in the
Gaza Strip and Jericho, but also in the West Bank) ;

second, preserve Faisal Husseini and the Orient-House
set-up as a factor of moderation and pragmatism, by
renewing and intensifying the political dialogue with
Faisal Husseini and the Orient House set-up;

third, to re-create a working relationship with local
Palestinian power brokers of both the local Fatah-
organisations and the local families.



More in detail, the following pqliéy,measures are proposed:

V.2. Strengthening Arafat by the following policy measures:

Even before the final signature of the Gaza-Jericho
Implementation Agreement, several practical steps

of implementation should be carried out; practical
implementation will increase Arafat’s dependence

on further implementation measures;

in order to improve the economic situation immediately,

a one-time import of large quantitities of cement

from Jordan (at the Jordanian price of $ 43,- instead

the Nesher prices of $ 73,-) should be granted and
measures taken to encourage immediate private and public
construction;

practical steps should be taken to enable Arafat to

to start work on the implementation of several economic
key projects, to include: the establishment of a PDB
(Palestinian Development Bank); the construction of a port
in Gaza; the establishment of a car industry in Gaza; the
construction of a 120 Megawatt power station in Gaza to
be combined with the desalination of sea water (to be
guaranteed at a m3 price of US $ 0,70); the promotion of
public housing projects and the
implementation of tourism development projects.

Practical support may be offered behind the scenes, by
assisting in permitting the Palestinians to obtain
financial and technical aid from various governments and
be instrumental in obtaining the necessary permissions
etc. Moreover, related cooperation agreements may be
prepared and agreed upon confidentially and concluded in
such a way, as to permit the creation of an ongoing
effective working relationship between Israeli and local
Palestinian partners.

Undoubtedly, practical and visible movement in the
implementation of these projects, set into motion by
Arafat and his office for economic affairs, will provide
the Palestinians of the West Bank and Gaza with the
necessary confidence in the success of the peace process.

Agree to start final status negotiations, as soon as
possible, still before elections in the territories.

V.3. Renew the political dialogue with Faisal Husseini and the

Orient

House set-up, Dby promoting the following policies:




- renew an ongoing dialogue between Faisal Husseini
and the Deputy Minister of Foreign Affairs, as well as
sometimes also with the MFA;

- involve Faisal in an ongoing brainstorming dialogue
regarding final status issues;

- within the framework of multilateral negotiations
start to take preparations for early empowerment;

- provide practical assistance, enabling the Orient House
to intensify its relations with Palestinian outside
investors; (e.g. encourage with them the Hasib Sabbagh
and the Shuman connection and support several of the
projects that have obtained their funding) ;

- encourage support to Faisal Husseini’s coalition
partners (the Communists, the Peda-Party, the Sha’abi)
with the assistance of proxies (European Govts.,
various Israeli groups) in coordination with him.

V.4. Recreate a working relationship with local power groups:

- to create a working relationship with local Fatah
groups, create practical cooperation in security and
police affairs on the ground;

- to create an effective relationship with the local
Palestinian political leadership, businessmen,
other professional groups and associations, the
geographical proximity to' close-by Israeli areas,
the forces of the labour market and the natural search for
new business opportunities, mainly of small enterprises,
may be effectively exploited. For the promotion of this
kind of daily regional (local) cooperation, three different
tactics should be adopted:
First, small grants should  be provided for promoting a
variety of 1local business cooperation schemes; second,
local institutes should ‘act as centers for promoting a
Close relationship with ‘neighbouring Palestinian areas
(e.g. Givat Haviva with the area of Tulgarem and Qalgiliya;
IPCRI with the Jerusalem, Bethlehem and Ramallah area;
etc.); third, a wvariety of municipality to municipality
programmes should be developed; assuming that presently
Palestinian municipalities will be hesitant, a variety of
tri- or multilateral programs with the assistanc of the
European Community and the IULA (International Union of
Local Authorities) should be sponsored.

VI. Proposed Practical Steps:

VI.1. Most of the policy proposals described may be discussed and
their implementation agreed upon, in the unobliging set-up of an
informal backchannel. Moreover, for certain policy steps, the
involvement of various non-governmental agents may be most useful.




VI. 2. The following organisational set up is suggested:

An ad hoc committee composed of Yossi Beilin, Uri Savir, Shlomo
Gur, Yair Hirschfeld and Ron Pundik will devise guidelines for
informal backchannel activities.
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From: Yair Hirschfeld March 13, 1994
to: Uri Savir

I. SUGGESTIONS FOR POLICY AIMS TOWARDS THE PALESTINIAN "INSIDE"

1. Israel’s foreign relations are strongly “influenced by the
development of the Israeli-Palestinian relationship. The Ministry
of Foreign Affairs, being presently invol €d in negotiations w;th
the "outside" leadership, has an integ§s€y£o define several pql}cy
aims related to the development ¢ the Israeli-Palestinian
(inside) relationship. //

2. Israel’s long-term aims are:

a) to create a political sepaiation between Israel and the
Palestinian territories;/

b) to create stability in the security, the political, the
social and the econgyic spheres;

c) to create an intense’web of institutional and human
relations between/ISrael, the Palestinian self-government
entity and Jordéya

3. Israel’s short-t aims in the territories are:

a) to create employment o&pportunities in the West Bank and
Gaza; ; e

b) to enforc as far as possible, physical scparation;

c) to implepent the Oslo agreement, as soon as possible,
and altHough negotiating with the "outside", create
a consfructive relationship with the "inside" leadership
and various strata of Palestinian society.

~

II. SUGGESTED PRACTICAL STEPS
1. Promoting Employment in the Construction Industry:

In order to create immediate employment and self-employment

a complete liberalization of the cement import is suggested.

At times of closure, or of economic crisis, due to decrea-

sing outside employment opportunities, increasing private
construction activities have in the past created an effective
security valve.

Permitting cement imports from Egypt and/or Jordan to the
West Bank, Jericho and the Gaza Strip, willdecrease the
costs for cement by over 50 % and offer a major impetus
for private and public construction activities and would
create immediately thousands of employment opportunities,
decreasing also the demand for employment in Israel.

In confidential talks with the Egyptian and Jordanian
governments, as well as with the Palestinian leadership, a

quid pro quo could be quickly agreed upon in such a way, as

to compensate the owners of Nesher (Clal, Koor and the GoI)

for possible short- and long-term losses.

A coordinated approach of the MFA and ECF should be prepared.



Promoting the Implementation of Economic Key Projects

The Palestinians are planning presently to start work

on the implementation of several economic key projects, to
include: the establishment of a PDB (Palestinian Development
Bank) ; the construction of a port in Gaza; the establishment

of a car industry in Gaza; the construction of a 120 Megawatt
power station in Gaza to be combined with the desalination of
sea water (to be guaranteed at a m3 price of US $ 0,70);

the promotion of public housing projects and the
implementation of tourism development projects.

The MFA and ECF can offer practical support behind the scenes,
assist in permitting the Palestinians to obtain financial and
technical aid from various governments and be instrumental

in obtaining the necessary permissions etc. Moreover, related
cooperation agreements may be prepared and agreed upon confi-
dentially and concluded in such a way, as to permit the
creation of an ongoing effective working relationship between
Israeli and local Palestinian partners.

Undoubtedly, practical and visible movement in the
implementation of these proijects will provide the Palestinians
of the West Bank and Gaza with the necessary confidence in the
success of the peace process.

Cooperation in Technical Research and Human Resources
Development:

In cooperation with Hasib J. Sabbagh (Consolidated
Contractors, with 35 000 employees and an annual turnover
of $ 1,5 billion) a joint Israeli-Palestinian Research and
Development Programme shall be worked out. Sabbagh is presently
engaged in establishing a Technical High School and University
in Kalandia and is interested in obtaining support from Israel.

The MFA and ECF should prepare together a cooperation

programme, to include tri- and multilateral activities, as well

as the creation of bi-lateral working groups (to be funded by

US-AID, the EC, various foundations, private Palestinian

donors, "as well as Israeli governmental and non-governmental
sources etc.) '

Cooperation in Education and Culture:

A Israeli-Palestinian working group on educational matters
already has been established. The MFA and ECF are presently
engaged in mapping suggested activities. A variety of programs
may be submitted for funding from local Israeli, jewish and
foreign resources.



Those programs should serve the following aims:

= disseminate Palestinian culture and folklore in Israel;
(not necessarily on a symmetrical bilateral basis) ;

- develop joint educational approaches against
stereotypes and the perpetuation of mutual hostility;

- develop joint teacher training courses;

= develop programs for adult education.

Cooperation in Social Welfare and Health

In this sphere the practical political arrangements for
defining the financial criteria of Israeli payments

from paid in Social Security Funds, will largely determine
the character of future Israeli-Palestinian cooperation

in this sphere.

A series of cooperation projects should be prepared,
and sponsored in full coordination with the existing
framework created by Ruhama Morton and Fathi Arafat.
Other institutions, universities, the associations

of social workers, doctors, nurses, etc. should be
encouraged to take part in ongoing activities.

A variety of activities should be coordinated with the
WHO .

Cooperation on the Regional and Municipal Level

On the Palestinian side, the regional (local) political
leadership, businessmen, other professional groups and
associations tend to be interested in creating an effective
working relationship with their regional (local) Israeli
partners. Simple geographical realities, the forces of the
labour market and the natural search for new business
opportunities, mainly of small enterprises, make such a
cooperation imperative.

For the promotion of this kind of daily regional (local)
cooperation, three different tactics should be adopted:

First, small grants should be provided for promoting a variety
of local business cooperation schemes; second, local institutes
should act as centers for promoting a close relationship with
neighbouring Palestinian areas (e.g. Givat Haviva with the

area of Tulgarem and Qalqgiliya;~ IPCRI with the Jerusalem, Beth-
lehem and Ramallah area; etc.); third, a variety of municipa-
lity to municipality programmes should be developed; assuming
that presently Palestinian municipalities will be hesitant,

a variety of tri- or multilateral programs with the assistance
of the European Community and others, should be sponsored.




Cooperation in Policy Planning

Whereas the official negotiations are 1led today with the
"outside" leadership, it appears useful to create a variety of
brainstorming groups with the "inside" political, academic and
professional leadership.

Ongoing activities:

ECF, in cooperation with the Truman Institute (Hebrew
University) and the Monaster Institute (Ben Gurion University)
on one hand, and the Palestinian Research Institute "DATA" on
the other hand, has established six joint Israeli-Palestinian
working groups on: labor relations, trade, industry,
agriculture, financial institutions, and macro-economic assess-
ment of the benefits of peace.

Planned activities:

a. ECF will establish together with the Truman Institute
and the

Sari Nusseibeh consultancy group working sessions on joint
Israeli-Palestinian management of the aquifer. The EC will
finance this project.

b. ECF together with the Truman Institute and in cooperation
with PASSIA (Mahdi Abdul hadi), plans to establish a working
group on issues related to Jerusalem. The Friedrich Ebert
Foundation has offered to finance this project. The Belgian
Government has expressed its interest in financing related,
possible follow-up projects.

c. ECF together with the Truman Institute and in cooperation
with the Middle East Program of the Royal Institute of Inter-
national Afairs, Chatham House, intend to establish a trila-
teral Israeli-Palestinian-Jordanian working group for the
investigation of issues related to the envisaged establishment
of a future Jordanian-Palestinian Confederation.

d. The Truman Institute, in cooperation with Harvard
University, intend to establish a multilateral US-israeli-Pa-
lestinian-Jordanian working group for the investigation of
issues related to the refugee problem.

e. Together with FAFO and SETECO from Norway, working

vis a vis PECDAR, ECF intends to assist in the preparation of
an Infrastructurue Development Plan for the West Bank and the
Gaza Strip.



TLI.

SUGGESTED COOPERATION BETWEEN THE MFA AND ECF

We
on

1.

suggest that cooperation between the MFA and ECF will be based
a 13-Point Program:

The ECF will in cooperation with the MFA work out a joint
Egyptian-Jordanian—Palestinian—Israeli proposal, regarding
the suggested liberalisation of cement import from Jordan and
Egypt to the West Bank, the Gaza Strip and Israel.

The MFA and ECF will coordinate activities for providing active
assistance to the Palestinian leadership for the quick
promotion of planned Palestinian economic development projects.
Several Jjoint meetings with Palestinian economic decision-
makers will be held.

The MFA and ECF will finish as soon as possible the ongoing
mapping activity of proposed Israeli-Palestinian cooperation
projects.

The MFA will in consultation with ECF prepare an Israeli-
pPalestinian Industrial Research and Development Program,
to be submitted by ECF to Hasib Sabbagh. Activities for
necessary fund raising shall be coordinated.

The MFA will in consultation with ECF create a standing
committee for the promotion of Israeli-Palestinian
Education and Culture Programs. The activities of this
committee shall be coordinated with Shimon Shamir, Dan
Bitan and Aliza Shenhar on the Israeli side, and with
Fathi Arafat on the Palestinian side.

Jointly accepted programs shall be submitted for financing
to UNESCO, the EC, various European Governments, various
US agencies and foundations and others.

The MFA will initiate a joint policy session with the
Ministry of Health and the Bituah Leumi, in order to
verify and coordinate health and social welfare policies
towards the Palestinians in the West Bank, Jericho and the
Gaza Strip.

Based on the findings of (7) the MFA will in consultation with
ECF create a committee for the promotion of Israeli-Palestinian
cooperation projects regarding issues of health and social wel-
fare. The activities of this committee shall be fully coordina-
ted with Ruhama Morton and Rafi Walden on the Israeli side,
with Fathi Arafat, and possibly independently with Dr. Mamduh
al-Aker and Mustapha Bargouthi, or others, on the other hand.




10

1.

12.

13-

vVarious bi-, tri-, or multilateral working programs regarding
health and social welfare may be prepared in full coordination
with the WHO; which would ease the ensueing search for
funding.

The MFA will suggest to the Ministry of Finances the estab-

lishment of a cooperation fund for small
Israeli and Palestinian enterprises.

The MFA will in cooperation with ECF, assist Givat Haviva,
IPCRI and other local agents to prepare Israeli-Palestinian

cooperation program for specific regions.

The MFA will in consultation with ECF prepare multilateral
seminar and colloguia programs regarding municipal develop-
ment work. The European Committee, and various European
governments shall be asked to organize and finance such
programs .

The MFA, ECF and the Truman Institute will pursue an ongoing
dialogue regarding the pursuance of various academic brain-
storming activities carried out in cooperation with
Palestinian partners.

»
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 1312 35, Fax 43(1)713 44 89
ROOM TO ROOM CALLS

Please press button 3 and 0 for Room with 3 numbers.
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3 und wihlen 0 fiir Zimmer mit 3stelligen Nummern.
Fitir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 1312 35, Fax 43(1)713 44 89
ROOM TO ROOM CALLS

Please press button 3 and 0 for Room with 8 numbers.
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3 und wihlen 0 fir Zimmer mit 3stelligen Nummern.
Fiir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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21037 Widh, Tel. 43(1)7f1 22-0, Tefex 13
ROOM TO ROOM CALLS

Please press button 3 and 0 for Room with 3
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3 und wihlen 0 fiir Zimmer mit 3stelligen Nummern.
Fiir Zimmer mit 4stelliger Nummer bitte die 0 weglassen. ‘

Johannesgasse 28,
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 1312 35, Fax 43(1)713 44 89
ROOM TO ROOM CALLS ‘

Please press button FF and 0 for Room with 3 numbers.
For Rooms with 4 numbers please trop the 0.
Bitte driicken Sie die Taste 3 und wiihlen 0 fiir Zimmer mit 3stelligen Nummern.
Fiir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 131235, Fax 43(1)713 44 89
ROOM TO ROOM CALLS

Please press button # and 0 for Room with 3 numbers.
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3 und wihlen 0 fiir Zimmer mit 3stelligen Nummern.
Fir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 1312 35, Fax 43(1)713 44 89
ROOM TO ROOM CALLS

Please press button 3 and 0 for Room with 3 numbers.
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3 und wihlen 0 fiir Zimmer mit 3stelligen Nummern.
Fiir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 1312 35, Fax 43(1)713 44 89
ROOM TO ROOM CALLS

Please press button 3 and 0 for Room with 8 numbers.
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3 und wihlen 0 fiirr Zimmer mit 3stelligen Nummern.
Fiir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 1312 35, Fax 43(1)713 44 89
ROOM TO ROOM CALLS

Please press button 3 and 0 for Room with 3 numbers.
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3F und wihlen 0 far Zimmer mit 3stelligen Nummern.
Fiir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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Johannesgasse 28, A-1037 Wien, Tel. 43(1)711 22-0, Telex 1312 35, Fax 43(1)713 44 89
ROOM TO ROOM CALLS

Please press button 3 and 0 for Room with 3 numbers.
For Rooms with 4 numbers please trop the 0.

Bitte driicken Sie die Taste 3 und wihlen 0 fir Zimmer mit 3stelligen Nummern.
Fiir Zimmer mit 4stelliger Nummer bitte die 0 weglassen.
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CONFIDENTIAL
m
MEMO:- FOR THE RECORD
SUBJECT: MEETING WITH YASSER ARAFAT, TUNIS, 7:30 pgn.,

JANUARY 12, 1994

DATE: January 21, 1994 O. %
]

I spent about an hour and fifteen minutes alone with Arafat at his Tunis office
where I had been twice before. The most recent time was when I interviewed him
for the NPQ/Los Angeles Times Syndication partnership in March 1993 in which
interview he issued a call for elections in the territories.

I expected more time with him but the meeting was cut short. (See below.) I had
decided to see him because as so many have put it I am one of the few Americans
with whom he might talk openly and even listen, and what with the
Palestinian/Israeli negotiations on dead center I thought it was worth the trip.

My general plan was two fold. First, I wanted to describe how the dyuamics of the
situation including some of the things he was doing were creating a situation that
was working against him. Second, I wanted to discuss the criticisms of his
Palestinian supporters, both friendly and hostile, (Sadly we never got to that.) Prior
to the visit I spent several days in Jerusalem to meet with members of the
government to obtain their perspectives and then in the West Bank with Palestinians
across the political spectrum excluding Hamas. Arafat was most cordial, but I found
him very laid back and unresponsive in the first ten minutes or so. There were times
when his responses became confused and he would repeat himself especially on
matters where I was trying to make a point.

Because the issue of the size of Jericho had become one of the three or four sticking
points in the negotiations and because I felt I could use the Jericho question for a
broader point I wanted to make [ opened with it. I said I did not understand why
he was letting that issue help create a sense that he was stalling. In the ensuing six
or seven months the PLO would have jurisdiction over the entire area anyway. So
why the focus on it now?

Further T questioned his asking for a larger area of Jericho for the interim
agreement when that area would include six settlements. Regarding this latter point

145 North Rockingharm Avenue Los Angeles California 90049 Telephone (310) 472-9541 FAX (310) 476-9853

A Stanley K. Sheinbaum %
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Faisal Husseini sisanll Jegd

Resolutions from the

Workshop: " Preparing for the Palestinian Investment Conference"

1- The importance of convening the full fledged conference in the city of Jerusalem because
of its significance as the capital of Palestine.

2- The Conference will be convened in the Spring of 1994. This conference will be done
in conjunction with the Palestinian leadership in the planning and the execution phase.

3- The scope of the conference is to remain Palestinian-Palestinian with the possibility of
expanding it to include Arab participants as the political situation ameliorates further.

4- Create a new situation in Jerusalem where the preservation of the Arab nature is primal
through immediate investments in the city using the existing loopholes in the legal
system. In the working sessions of the conference there should a special session or panel
focusing on the issue of Jerusalem.

5- A remedy of the economic situation that deteriorated due to the occupation, with a special
focus on the infrastructure, having in mind creating jobs for Palestinians, as the
unemployment rate is exceeding 60%.

6- At the macro level there is a need to have a clear guidance program presented to the
private sector with Palestinian economic priorities clearly marked by the Palestinian
National Authority and the relevant National Economic Councils as designated by the
LG ;

7- At the micro level, the participants at the workshop stressed the need to have substantial
project feasibility studies and real projects available at the Spring conference.

8- Legal and investment guidance brochures should be also made available at the
conference. This is to be done with the understanding that a lot of legal and economic
questions will be only answered by the politicians as the talks proceed.

9- The creation of a liaison committee abroad to coordinate all the work of the conference
with the local administrative committee and help lobby the business people abroad.

10- The need to create a follow-up mechanism after the adjourning of the conference to
service the business people and potential investors.
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COM/93.458-5

EC SUPPORT TO THE MIDDLE EAST PEACE PROCESS

Communication by Mr. Marin and Mr. van den Broek



EC SUPPORT TQ THE MIDDLE EAST PEACE PROCESS

Communication to the Council and the Parliament

1. Introduction

With the breakthrough represented by signing of the |Israeli/PLO
Agreement the Middle East peace process has reached a critical phase.
The relationship between Israel and the Palestinians is at the core of
the Arab/lIsrael problem. The difficulties between Israel and the Arab
neighbours may now begin to be resolved. A comprehensive peace
settlement could be within reach if negotiations are pursued in all
tracks of the Madrid framework. The signature of an agenda for
negotiations between Jordan and Israel is an initial indication of
this.

However, the situation is not irreversible. Public opinion both in
Israel and in the Occupied territories is volatile and could be
influenced in the short term by extremist acts of violence and in the
longer term by the failure to secure concrete economic achievements.

The comprehensive nature of peace is not yet secured and the future of
the Israel/PLO Agreement is therefore uncertain.

For the future the success of the peace process will depend on two
factors
- the engagement of Israel, Syria and Lebanon in concrete

negotiations;

- the perception by the populations concerned that the first steps
towards peace are bringing an immediate improvement in material
conditions.

On the diplomatic front there should be continued support for the
process begun in Madrid, with emphasis now on Syria and Lebanon.

On the economic front the time is now right for the EC, together with
the international community and especially the Gulf countries, to
embark on an ambitious co-operation programme which would embrace the
economic development of the West Bank and Gaza, bearing in mind the
need also for international efforts in favour of the region as a whole.

The progress being made in the bilateral negotiations should have an
impact on the multilaterals. The European Community, which has been
called wupon to play a leading role in this area, should take the
opportunity offered by the new climate in Israeli/Palestinian relations
to give an impetus to regional cooperation.

The Community has built up experience of activities in the region as a
whole and in the Occupied territories over a number of years and is now
the largest aid donor to the territories (see details in annex 1).

The present paper sets out the Commission‘s views on how the EC could
lend its support to that process in dealing

- with the most urgent and specific needs, to help the Palestinians
succeed in their move towards autonomy;

1

S

(—5: —uy



- with the global aspects of the region, to ensure that both Israel
and the Mashrak countries derive positive and concrete benefits
from the peace process.

2. Future EC cooperation with the Occupied territories, Israel and the
Mashrak countries

To ensure the success of the peace process it is essential that efforts
to bring conditions in the Occupied territories up to a satisfactory
economic level are accompanied by action to support the economic
development of the region as a whole.

(a) West Bank and Gaza

For the years 1994-98, the Commission proposes that 500 Mecu be made
available by the Community in the form of grants and long-term loans.
Half of this amount would be charged to the Community budget and the
remainder is expected to be provided through EIB lending (with
appropriate guarantees from the Community budget). For statutory
reasons, EIB participation in the assistance package would require the
introduction of new legal and administration arrangements. EIB lending
would therefore develop progressively after those arrangements have
been introduced and until 1996 under the 1.8 billion ECU ceiling
currently in place(1).

The Commission considers this amount to be an appropriate contribution
taking account of the overall needs and absorptive capacity of the
Palestinians and the financial capacity of the Community.

The World Bank has estimated on a preliminary basis the minimum capital
requirements of Gaza and the West Bank to be in the range of 500-550
million US$ per year (1994-2003).

The Commission proposes that the Community should make a substantial
contribution, the remainder to be forthcoming from other sources
(Member States, other European countries, USA, Arab Gulf States, Japan,
Canada, Australia, etc.).

The Community’s approach should focus on two complementary aims : in
the short term, capitalising on projects already under way and which
bear fruit in 1993/94, to give visibility to EC co-operation; in the
medium term, to contribute to the economic normalisation of the
territories

- ProJects already under way which could be easily extended are
in the fields of housing, small credit and assistance for
business and small and medium-sized enterprises, solid waste
removal, sewage, Gaza hospital; to these could easily be added
construction of classrooms, completion of industrial parks set
up by the Israeli civil administration (see annex 2 for
projects under immediate preparation);

- in the medium term EC resources should contribute to improving
the economic and social infrastructure (housing, schooling,
water supply, sewage). At the same time they should help the
Palestinians to rapidly generate urgent ly-needed employment,
in particular by providing a modern infrastructure for private

(1) EIB loans on the horizontal cooperation facility of the
"Redirected Mediterranean Policy"
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business activities (te] ieations, road connections,

electricity, iqggfiligi,_astates, etc.), and by creating an
environment favorable to the development of small and medium-

sized enterprises.

Financial cooperation could be channelled through the future
Palestinian Council. This is in accordance with standard practice
in the Community and Member States.

In order to enable the Palestinians to handle large amounts of
international assistance, the Commission considers it important to
help them to establish the requisite technical and financial
machinery, a planning and financing authority (which might be
designed along the lines of the Lebanese Council for Development
and Reconstruction).

The Commission is prepared to put at the disposal of the
Palestinians the necessary technical assistance.

Coordination between donors is necessary. It is the Commission’s
view that the Community. as the main financial contributor, should
seek to play a central role in this coordination.

In the Commission’'s view, it wil] suffice to set up, in the context
of the Regional Economic Development Working Group (REDWG), a sub-
group entitled "Palestinian and Economic Development Working Group"
(PEDWG), in which all donors would participate, with the World Bank
being fully involved. This Group could meet regularly once every
3 months in the beginning and later twice every year.

The Commission’s representative in the territories should take up
his position shortly, together with his staff of technical
assistants.

(b) Israel and the Mashrak countries

The necessary focus on Gaza and the West Bank should be

complemented by increased Community cooperation with the region as

a whole.

There must be an appropriate balance between the Community's

substantial assistance in favour of some 4 million Palestinians(1)

on the one hand, and 80 million people living in Egypt, Jordan,

Lebanon, Syria and Israel on the other hand.

In its communication on "Future Relations and Cooperation between

the Community and the Middle East" (COM (93) 375), the Commission

has set out its long-term vision.

I't has proposed a dual approach:

- the need for the Community to help the countries of the region
(including the Palestinians) to step up their regional
cooperation;

(1) including the Palestinians in the region assisted by UNRWA.
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- the need for the Community to upgrade its contractual relations
with each of the countries of the region if they so desire.

Regional Cooperation

The Community could offer these countries a substantial volume of
technical and financial assistance for regional cooperation. Since
1992 the Community has already done SO. Under the new
Mediterranean policy for 1992-96 it has set aside considerable
budgetary and Ioan resources for regional cooperation in the
Mediterranean in general (Maghreb, Mashrak, Turkey).(2)

Due to the absence of peace and therefore cooperation, only a smal|
amount of these resources have been used so far in favour of the
Middle East.

The prospect for peace will open new possibilities for cooperation
in the region. There will be, in the years to come, new
requirements for the financing of appropriate intra-regional
infrastructure (roads, telecommunications, etc) and water and
eénergy projects, etc.

The Commission believes, therefore, that the Community should be
ready to announce its willingness to underpin that process through
making available, as part of a wider international action,
appropriate finance and through offering its know-how on regional
cooperation.

Especially in the longer term, it would be useful to examine ways
to promote Joint management of regional strategic resources and
infrastructures. This could prepare the ground for the
establishment, when conditions permit, of a Regional Community for
. . \— £l

water, energy and unfrastrqgigLe. To this end, the Commission has
set up a working group to study the principles which could underpin
this idea and the ways to assist in its long term implementation.

Furthermore, the Community has a specific role to play in promoting
regional cooperation among the political and intellectual decision-
makers of the region. To this end, the Commission intends to step
up its own efforts to organise seminars, workshops, etc., in order
to bring together Ieaders of the Middle East countries, as the
Commission has done with the Israelis and Palestinians in the years
1989-93.

The Community s ready to ijnvite regional parties to exchange
views on the priorities for regional cooperation over the coming
years.

until 1995-96, financial resources will be made available within
the context of the Mediterranean Policy to meet the initial
priorities. In addition, the EC will look further ahead at the
possible need for additional budget and loan resources, in order

to allow the necessary long-term planning to proceed.

360 Mecu per annum EIB loans and 65 Mecu Per annum, on average,
budgetary resources.




Upgrading EC bilateral relations

The 1975 EC/Israel Cooperation Agreement, providing essentially for
free trade between Israel and the Community, should be replaced by
a new Agreement. In particular it should open new areas in the
fields of trade, services and cooperation in a wide range of
sectors (in particular_science and technology). To this end, the
Commission submits a proposal for Negotiating Directives and hopes
that the Council will speedily act upon these.

The EC should be prepared to respond positively to any wish by
Egypt, Jordan, Lebanon and Syria to embark on a new dialogue with
the Community.

More particularly, in order to help the Arab countries of the
region to enter into free trade with Israel and among themselves,
it might be helpful if the Community, at the same time, embarked on
a process leading to the establishment of a free trade area with
these countries in the foreseeable future.

It is not possible to negotiate an international agreement with the
West Bank and Gaza; however, ways should be found to arrive at a
structured relationship between the EC and the Palestinian self-
government, covering all aspects of cooperation with them.

In_conclusion, the Commission calls upon the Council and the
Par|liament:

- to endorse these general guidelines, which are designed to
underpin the on-going Peace Process;

- to note that the Commission will make further specific
proposals as and when necessary;

- to keep the matter under regular review within the appropriate
institutional set-up.

COM/93.458-5



ANNEX 1

COMMUNITY AID TQ THE QCCUPIED TERRITOQRIES

1. Background

Up until 1980 the Community aid to the Palestinian population, whether

inside or outside of the Occupied territories, was Ilimited to the
refugees. From 1971 on there had been a cooperation with UNRWA which was
and still is formally translated into Conventions. Between 1971 and 1980
the total amount of this aid was $ 132 million. In 1981 a new approach
for the benefit of the Palestinian population started consisting of
direct Community aid under different budget Iines which until 1986
reached a total of ecu 8.98 million. From 1987 on there has been a

specific budget Iine (now Article B7-406) for direct development aid to
the territories.

2. Guidelines

Community action is based on the 1980 Venice declaration: support of UN
Security Council resolutions 242 and 338; the right of Palestinians to
self-determination; the right of all states in the area to live in
security and peace.

The 1986 Council guidelines defined the main principles of the Community
attitude towards the Palestinian population and Israel with regard to
the territories.

The priority areas are the following:
- small-scale employment-generating projects or measures in the
agricultural and industrial sectors, in particular by giving support
to measures in the agricultural sector which would increase food

self-sufficiency

— education/training, particularly in the vocational and technical
fields;

- upgrading of local Palestinian institutions, such as Arab-run

Municipalities, Universities and Col leges, professional
organisations, etc. particularly through |linkages with similar
institutions in the European Community, in-country training,
seminars.

In the 1989 European Council declaration of Strasbourg the Community and
its Member States strongly confirmed their previous position and
emphasized their commitment to support the Palestinian population in the
territories. Education and health were singled out as areas to which
particular attention should be devoted.

3. Description

Community aid to the Occupied territories has five main headings:



(i)

(ii)

(iii)

(iv)

(v)

Aid to refugees through UNRWA. This takes place mostly through
contributions to the regular UNRWA budget, which are spent on
education, health and food aid programmes. In the years 1971 to
1992 this aid amounted to about ecu 518 million. It is for all
refugees, even those who are not living in the Occupied
territories. Since the latter represent approximately 38 percent
of the total, it is estimated that under this heading aid to the
territories amounted to about ecu 197 million for 1971-1992.

Aid through co-financing with European NGOs. In 1979-1992 the

total amount contributed by the Commission was ecu 12.8 million.
This was equivalent to a 38.6 percent contribution to projects
for a total value of over ecu 33 million.

Direct development aid under budget I|ines B7-406 and B7-701
amounted in 1991 to ecu 70 million (including ecu 60 million

exceptional aid) and in 1992 to ecu 17 million (including ecu §

million exceptional aid). The figure for 1993 is ecu 35 million
(including ecu 20 million for new actions). The total amount
devoted to these lines from 1987 up to 1993 is ecu 139 million.

Aid to promote direct Palestinian exports from the territories
to Community markets.

The Community has reduced import levies for certain Palestinian
agricultural products from January 1993 to zero.

Emergency and exceptional aid interventions : In 1992 the
Community approved a contribution of ecu 5 million towards
running costs of Palestinian hospitals. They will be disbursed

in 1993/1994. In December 1992 the Community approved 6,000 T of
wheat flour for the Gazan refugees through UNRWA and in June
1993 an additional amount of 6,000 T of wheat flour, 600 T of
rice and 600 T of sugar were approved for refugees and non-
refugees of the Gaza Strip.



ANNEX 2
PROJECTS UNDER PREPARAT ION BEFORE
THE END OF 1993 FOR GAZA AND THE WEST BANK
MECU
Solid waste disposal in Rafa and Gaza City 2.5
Sewerage in Gaza Strip 10.0

Universities and Community Colleges, West Bank & Gaza 15.0
Technical assistance and studies 5.0
Establishment of local public TV and radio authority 2.0

Various infrastructures (energy, transport and
communications) 0.704

Cooperation networks (local governments,

universities and media) 2.30
Economic co-operation in the private sector 0.65
I v [
Support for the electoral process 4.0 [t‘y“éi/~4:/' 7_/
Humanitarian aid(1) 6.0 (estimate)
Total 48.154
The current housing programme will also be accelerated, leading to

increased Job creation.

(1) a Commission evaluation team s currently in the Occupied
Territories.



LE SOUTIEN COMMUNAUTAIRE AU PROCESSUS DE PAIX AU PROCHE—ORIENT

Fiche Financiére

1. INTITULE DE L'ACTION

EC support to the Middle East Peace Process
(Assistance financiédre aux Territoires de Cisjordanie et de Gaza)

2. LIGNE BUDGETAIRE CONCERNEE: Poste B7-406

3. BASE LEGALE: néant

4. DESCRIPTION DE [°ACTION

4.1.

4.3.

/Aud/oux 1h2 /FF IN/mode | €93

Objectifs spécifiques de |'action

En vue d’'améliorer les conditions de vie de la population

palestinienne, | ‘action vise le f inancement de
|*Investissement et des frais de fonctionnement dans les
domaines de |'infrastructure, de la production (agriculture,
p8che, |'industrie) des services (incl. tourisme), du

commerce exterieure, du développement urbain et rural, de la
santé, de I|’environnement, du deve loppement des instituion
et administrations, de la formation et de | ‘enseignement .

Elle permet également |'assistance technique nécessaire pour
| ‘exécution de telles aides et le codt de |‘instruction et
de suivi des projets.

Durée
1994 - 1998
Population visée par |‘'action

Les actions sont destinées & la population palestinienne des
Territoires de Cisjordanie et de Gaza.



S.

CLASSIFICATION DE LA DEPENSE (B7-406)
- DND
- D

- Types de recettes visées: néant

6. TYPE DE LA DEPENSE/RECETTE (B7-406)

7

7.1 Mode de calcul

- Subvention a 100 %
- Aucun remboursement n'est prévu

- L'action proposée
niveau des recettes.

n'implique aucune une modification du

INCIDENCE FINANCIERE

du codt total de I'action pour |‘exercice 1994
Le montant proposé en engagements
acquise dans le passé, des besoins évidents et de la capacité
d'absorption des institutions concerndes. |l refldte aussi
| ‘engagement de la Communauté i développer son soutien en faveur
des Territoires Occupés, la déclaration du Conseil Européen de
Strasbourg des 7 et 8 décembre 1989, et les orientations de la
reunion informelle des Ministres des Affaires Etrangéres 4 Aeden
Biesen les 11/12 septembre 1993.

tient compte de |‘expérience

Vu d‘une part le reste & liquider dd notamment & un engagement de
5,0 ECUS fin 92 et d'autre part la nécessité d'augumenter
I "assistance aux territoires afin de contribuer a la reussite de
I"accord intervenu entre Israel et [‘OLP le 13 septembre 1993

une augmentation significative des credits d’engagement et de
paiement est demandée.

7.2 Ventilation par éléments du colt de |'action en MECU (B7-406)

VENTILATION Budget |Budget Budge't Budget |Budget Budget |Total
93 94 95 96 97 98
Assistance financiére
aux Territoires occupés de| 15+20 50 50 50 50 50 250
Cisjordanie et de Gaza

Les montants sont exprimés en écus courants

T

32

néant




7.4. Echéancier indicatif des crédits d‘'engagement

(pour les actions pluriannuelles assorties d’un MEN)

- Période d'application : 1994 - 1998

en MioEcus

Situation PROGRAMMAT |ON INDICATIVE T
cumu | ée Budget APB (o}
fin 1992 1993 1994 T
(1) 1995 1996 1997 1998 A

L

44 15§ + 20 50 50 50 50 50 250

8. DISPOSITIONS ANTI|-FRAUDE PREVUES DANS LA PROPOSITION D*ACTION

Dispositions anti-fraude

Contréles normaux de Ia commission
9. ELEMENTS D *ANALYSE COUT-EFFICACITE

9.1. Objectifs

Objectif(s) spécifique(s) : |Ilens avec

généraux et les autres act/ons
programmat/on filnanc/eére Indicat/ve

En vue d'améliorer les conditions de vie de

palestinienne, et de suporter

région 1'action vise le financement de
des frais de fonctionnement

dans

I'infrastructure. de la production

I “industrie) des services (incl.
exterieurs, du deve loppement urbai

de l'environnement, du developpement

administrations, de la formation,
Elle permet également | "assistance technique nécessaire pour
I“instruction et

I "exécution de telles aides et
du suivi des projets.

le colQt de

les

et

du
de

les object/fs plus

proposées dans

la population
le processus de paix dans la
I “investissement et
domaines

(agriculture,
tour isme)
n et rural,

péche,
commerce
la santé,
institutions et
| "enseignement.




9.2 Justification de | action

CoQt: 250 MECU dans B7-406 pour 1994-1998 ce qul
permettra a /a Communauté de donner un support au
processus de paix et une aide significative & des
populations qui ne sont pas couvertes par les accords de
coopération conclus avec les Etats voisins.

Effets dér/vés (Impact au-dela de(s) object/f(s)
spéci/fique(s): Les actions financées par cette ligne de
crédit visent au developpement et renforcement de
I “autonomie institutionnelle et économique qui réduira la
dépendance des teritoires vis 4 vis du financement
exterieur.

Effets multiplicateurs (capacl/té de mobilisation d’autres
sources de flnancement): L'efficatité des actions de
cette ligne budgétaire pourrait 8tre multipliée par les
efffets stimulants sur |'économie des Territoires Occupés

qui attireront du capital local et international. De
plus, la coordination avec d‘autres donateurs
| "influencera postivement les actions financées par

cette ligne budgétaire.

9.3 Suivi et évaluation de |'action

Ind/cateurs de performance sélect/onnés

Des Indicateurs de performance spécl/fique sont établls
pour chaque projet (par exemple: augmentat/on de /a
production en agriculture et du taux d’'éautosuffisance
alimentalre, volume des exportations des territolres
concernés).

Hodalités et périodicité de [ évaluat/ion prévues

Les princl/paux secteurs flnancés feront /| ‘objet
d’'évaluat/ons annuelles.

Appréciat/on des résultats obtenus

Les résultats obtenu Jusqu & présent montrent que |a
dégradat/on socio-économique a été ralentie par les
act/ons precédents de la Communauté.




9.4. Cohérence avec |a programmation financiére

L’act/on est-elle prévue dans /a programmat/on filnanci/ere
de la DG pour les années concernées ? Ou/ .

Indiquez & quel object/f plus général définl dans |Ia
programmat/on financiere de la DG correspond | object/f
de |’acti/on proposée: apporter une contribution a /a

réallsation des object/fs econom/ques et a |a stabl/lite
politique de /a région.

Principaux facteurs d’Incert/tude pouvant affecter |es

résultats spéclfiques de /"action: La situati/on polltique
et soc/ale encore Incertalne.
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THE EUROPEAN CONTRIBUTION TO THE ME PEACE PROCESS®

1. Europe (EU) has never been a player in the limelight. Our contribution to
the Peace Process getting started has not been decisive (no more than any
other contribution so far to solving major world conflicts).

We have just been putting one or two bricks into a difficult edifice, which

18 still under construction.

2. Up until 1991 (Madrid Conference), the European role consisted

essentially of strengthening the Palestinian hand:

- through development aid, in particular in institution building;

- through showing a rather cold shoulder to Israeli overtures for closer

links with Europe.

This policy was not very successful. It certainly alienated the Israelis,
who misunderstood it as being anti-Israeli, but maybe it has also given
some wrong signals to the Palestinian side and, in any case, it was not a
constructive policy in the sense that it did not pursue clearly defined
realistic goals. It took the Americans to overcome the Israeli/Palestinian

deadlock, as we all know, and, even here, it is doubtful whether, in the

(*) London, January 7, 1994, 20th Century Fund.




absence of the Gulf War, the Americans would have felt compelled to

undertake the extremely tiresome shuttle diplomacy (Mr Baker).

In retrospect and in justification, it may be pleaded that probably not much
else could really have been done from the European side as long as a

Likud government was in power.

Indeed, the only thing that Europe could usefully do at that time was to
maintain pressure on [srael and on public opinion and demonstrate that the

Palestinian dilemma was a no-win situation.

. During the last two years, and definitely with the new Labour government,
Europe has taken an infinitely more constructive approach (compared to

the earlier antagonistic approach).

Europe has, indeed, put very high hopes into the Labour government. It
has displayed full confidence in the basic strategy and even gone along,
though reluctantly, with some of the harsher tactical actions which that

government had resorted to (expulsion of the 400 Hamas members).
The European approach has been a two-pronged one:

- Vis-a-vis Israel, Europe has tried to demonstrate that peace pays.
Relations with Israel have become closer, more constructive and even

more cordial than they have ever been during the last 10 years.

Europe has gone out of its way to pave the ground for a new agreement
with Israel which, if and when concluded, would bring Israel much

closer into the European court than ever before, not only in the




economic sphere, but also in the scientific and even the cultural

spheres.

Vis-a-vis the Palestinians, Europe is also trying hard to demonstrate
that peace will 'pay dividends. That is the reason why Brussels has
been so extremely fast, after September 13, to come up with its
unprecedented US$600 million aid package for the years 1994-98 and
that is why the European Commission has emptied all its drawers and
shifted more funds (grants) than ever before in favour of Palestinian

projects.

- Indeed, never before has Europe been induced to make available such

an impressive aid package in such a short time; and never before has
Europe set aside as much aid per capita to any country in the world

as 1t has to the Palestinians (US$25 per capita per annum).

The European action has certainly had a catalytic effect on the global
aid package of almost US$2.5 billion which was pledged in

Washington on October 1.

Would the United States or Japan have been prepared to put up

similarly important amounts of aid without - once again - Europe

. setting the example?

3.11In addition to its action in the financial development field, Europe has

also, during the past 2 years, done a lot in bringing together Israelis
and Palestinians from different walks of life and in making them think
and work together. Here Europe (and not only Norway) has played a

truly political role, however, modest it may have been.



Thus, Brussels served, even before Oslo, as a discreet meeting place,
where [sraeli and Palestinian intellectuals and political leaders could

quietly reflect on the future coexistence of Israel and a Palestinian

~ entity and where Israeli and Palestinian women got together to

establish a fouridation for future joint political work (Jerusalem Link).

Indeed, quite a few of those now responsible, both on the Israeli and
the Palestinian side, have been able to meet their respective

counterparts in Brussels during the years of opposition or resistance.

Much of this work was European-financed, took place in European
offices or meeting rooms and was facilitated discreetly by European

officials behind the scenes.

3.2The European role has been wider than its contribution to the

[sraeli/Palestinian reconciliation (even if that remains the core issue).
As of early 1993, we have started thinking on post-conflict scenarios
for Israel and the whole Mashrak region. We have asked ourselves, in
particular, how peaceful the coexistence could usefully be

underpinned by various forms of economic co-operation.

This was a rather natural job for Europeans to be done for two reasons:

- The European chairmanship of the REDWG

- The European experience in economic co-operation since 1945.



The result of that internal reflection was a paper that the
Commission submitted to European Ministers in early

September 1993. It contains three basic messages:

Without a higher level of economic and social well-being,

‘ there will be no durable peace in the region.

neighbours continues unabated (10 : 1), tension and even

conflict is bound to continue.

Without tearing down national borders and opening up the
tiny economies of the region to more regional interaction

and even active co-operation, economic development will
be hampered and this lack of economic development will

kindle unnecessary tensions.

' : As long as the prosperity gap between Israel and its
- There will have to be more trade between the countries
of the region (who do less than 5% of their trade

between themselves).

- There will have to be a division of labour between

wealthy Israel and its poor neighbours.

- There will have to be infrastructure programmes, tying
together the national road networks, electricity grids or

natural gas grids.

- There has to be joint management of the increasingly

scarce water resources and the fragile environment, in




particular in the Gulf of Aqaba and the Mediterranean

coast.

The watch word of the future, therefore, will have to be

"interdependence” and no longer national self-sufficiency.

Very cautiously, almost by teaspoons, we have been trying to
preach that gospel. The parties were anything but enthusiastic,
ranging from Palestinians too much preoccupied with
nationhood, to Syrians barring, at least for the time being, any
regional contacts with their neighbours, and in particular with

[srael.
Still, we managed to produce the unthinkable, that leaders from
Israel, Egypt, Jordan and Palestine dared to discuss in private,
but jointly, with regard to their common future:

How much trade do they want to do with each other?

How free should such trade be?

Could they envisage at any time a free trade area or even

a customs union?

Could they envisage common institutions, even beyond

the purely technical sphere?

What do they think about joint ventures of Israeli and
Arab businessmen in industry, trade or banking?



Could they accept limiting their national independence by
pooling their resources; buying part of their energy
supply from their neighbours; and being linked through

water, gas or electrical connections to their neighbours?

Even to discuss subjects of such a delicate nature would have

been anathema 20 months ago.

Would it have been conceivable for an Israeli central banker to
recall to fellow bankers from Egypt and Jordan that they have
common interests in mutual prosperity, in reciprocal trade,
investments and co-operation and that, if they do not seize the
opportunity of changing fundamentally the image of the region
to one where people are capable of living and working together
and one in which there are opportunities for business to be done,
the train of history which has stopped momentarily to focus on

the region would not come back for a very long time?

So, in a nutshell, we have tried to stage an exercise in
confidence-building, for without mutual confidence there would

be no lasting peace in the region.
8. What about the future?

Europe is committed to playing a more high profile role in the Middle
East. For once, Europe feels a certain political commitment to fully
playing its part and helping the parties to overcome decade-long mistrust

and conflict.



The European Council has clearly decided that the Middle East

constitutes, no less than Eastern Europe, a priority region for the future

Common Foreign Security Policy.

There should, therefore, no longer be any isolated national actions.

European foreign policy towards the region should essentially be a

Europe-wide common action or, at least, a co-ordinated action by several

Member States.

The European role in future will have to be both political (and there

should be more of this) and economical:

Politically, Europe will continue to dialogue with all the parties,
intervene when and where opportune, send signals, warn (if
necessary), but in particular try to encourage the parties to come to
terms in their negotiations and to substitute co-operation for mistrust

and antagonism.

Economically, Europe will have to continue its "crusade" for more
regional co-operation. It will have to do so patiently and tenaciously,

for there is no alternative.

To that end, Europe will have to be prepared to co-finance a series of
initiatives for more regional co-operation. Such initiatives may range
from simple manoeuvres to municipal networks and feasibility studies
for road networks, electrical interconnections or even regional power

plants.

. The Middle East should, therefore, become not only one of the major

beneficiaries of European financial co-operation, but it should also,




over time, become a much more attractive place to do trade with and

to invest in.

9. In conclusion, despite unavoidable setbacks, despite non-respected
time-frames, there is, for the first time after so many years, hope that
conflict, hatred, misery, military posture and military ways, will give rise

to a new understanding and to an era of co-operation in the Middle East.

We cannot, as Europeans, substitute ourselves to those in charge in the
Middle East, but we can, and we should, contribute our share to

transforming the Middle East into a better place to live and to work in.
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Following the signature of the Declaration of Principles (DOP) between Israel and the
PLO on 13 September 1993, the stage was set for a new phase of development in the Occupied
Territories (OTs) in order to support what is otherwise an extremely fragile situation.

Within this context, the ILO organized a multidisciplinary mission in response to a
request by the PLO leadership. The terms of reference of the mission (Annex I) required the
ILO to: (a) come up with a coherent policy framework in the fields of labour and social policy;
(b) contribute to capacity building by providing specific proposals for institutional arrangements
and related training; and (c) design a package of mutually reinforcing technical assistance
projects in order to give content to the policy framework.

The mission, which visited the OTs over the period 6-19 December 1993, was formed
as follows:

S. Radwan: Chief of Mission
Policy Framework
Employment

A. Berar: Women in Development

P.H. Chandrasekharan: Employers’ Affairs
W. Clatanoff: Active Labour Market Policies

Ph. Egger: Employment Creation

F. Fluitman: Training

C. Gillion: Social Security

W. Hamdan: Workers’ Education and Organization

M. Henriques: Small Enterprise

M. Lafougere: Labour Administration

F. Mehran: Labour and Social Statistics

A. Nagata: Logistics e
Y. Qaryouti: Rehabilitation - (ledo Atm [ ‘L"”@““‘?'
G. Querenghi: Workers’ Education and Organization

G. Ople: Mission Secretary

The mission had an extensive programme of visits and interviews in the West Bank,
AND Gaza and with relevant Israeli institutions (Mission Programme in Annex II). Moreover,
to provide a platform for wider dialogue, the mission organized six workshops on specific areas
where the mission members interacted with their counterparts from the Technical Committees,
resource persons ‘and representatives of employers’ and workers’ organizations and NGOs
(Annex III). Another Workshop on rehabilitation was also held for three days.

The mission worked closely with Orient House under the guidance of Mr. Faisal
Husseini, and with aa counterpart team headed by Mr. Istambuli and interacted closely with the
UNDP and World Bank.




- i -

The present "Aide Memoire" provides a summary of the main findings of the mission
to be discussed with the counterpart team on Saturday, 16 December 1993. It begins by a brief
survey of the major characteristics of the economy and society of the OTs, and the constraints
on their future development. Part II outlines the approach to be adopted in responding to those

constraints, and Part III provides the elements of a programme of action over the short and
medium terms. Finally, Part IV charts the steps for follow-up.

Extreme care has been taken to ensure that these proposals reflect real needs, take into

account the realities of the situation and the need to set the priorities in facing up to the rising
expectations.

17.13.93 Samir Radwan

Chief of Mission
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CAPACITY BUILDING FOR SOCIAL DEVELOPMENT:
AN ILO PROGRAMME OF ACTION FOR TRANSITION
IN THE OCCUPIED TERRITORIES

AIDE MEMOIRE

I.  THE CONTEXT

1. Following the signature of the Declaration of Principles between Israel and the PLO on
13 September 1993, the stage is set for a new phase of development in the Occupied Territories
(OTs) in order to support what is otherwise an extremely fragile situation. In response to a
request from the PLO leadership, the. International Labour Office (ILO) organized a
multidisciplinary mission to the OTs over the period 6-19 December. The mission worked
closely with the Palestinian counterparts and attempted a process of consensus building through
the organization of seven workshops. Moreover, the mission tried to coordinate with major
agencies (especially the World Bank and UNDP) to avoid overlap.

2. The thrust of the proposed programme of action is to contribute to the capacity building
for the labour and social sectors over the immediate (1994) and medium (1994-98) terms through
policy design, institution building, and the training of those who run those institutions.

1.1 acteristi he OTs Economy and Societ

3 The present situation of the economy and society provided the backdrop to the work of
the mission.

4. Two major features characterize the OTs economy: its being dependent and highly

regulated. The dependency is partly a result of structural factors where a narrow economic base
(traditional, family-based agriculture; narrow industrial base of small enterprises; and limited
access to foreign markets) has not been able to generate sufficient employment to sustain a rapid
increase in the labour force. It may be mentioned that industry has accounted for only 8 per
cent of GDP sine 1985, and its share in employment has been 16 to 17 per cent in the West
Bank (1985), and in Gaza declined from 18 per cent in 1986 to 13 per cent in 1992. The
industrial sector is essentially composed of small establishments with nearly half employing 1-4
workers. The agricultural sector which provides livelihood to one-quarter of the population, can
hardly play the role of an engine of growth. Primarily composed of small and fragmented
family farms, it contributes a quarter of the GDP in Gaza and 35-40 per cent in the West Bank.

C:AIDEFINAL
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Palestinian women in the occupied territories of West Bank and Gaza strip could be
characterized as follows: -

- A low participation rate estimated at about 16 per cent of the labour force;

- Access to a very limited range of occupations characterized by low productivity
and low return to labour;

- Considerable discrimination in wages and conditions of work. The wage rates for
women are estimated at only 50 to 60 per cent of wage rates for men for the
same job. Arbitrary firing of women after marriage or birth of children
constitutes a common trend. Lack of maternity protection benefits and child care
facilities hamper significantly women'’s participation on equal terms.

- High fertility rates; the population growth rate in the West Bank and in Gaza is
amongst the highest in the World at about 4.7 per cent.

Although the official rate of participation should be interpreted with caution as it does not take
into account the extent of women'’s participation in agriculture and informal sector activities: it
reflects the limited opportunities and unequal terms of participation of Palestinian women in the
local labour markets. Currently, women are employed mainly in teaching and nursing by the
Civil Administration and UNRWA, in social work with UNRWA and the numerous NGOs and
community welfare organizations operating in the Occupied Territories; sub-contracting work
for Israeli factories in textiles and work in a range of small producers’ activities in food
processing and other types of low productivity jobs. Although, the absence of social protection
is a general phenomenon affecting both men and women workers, the latter are particularly
concerned in view of their social disadvantaged position and low bargaining power. In sub-
contracting work and employment in the manufacturing and small workshops sector, absence of
leave, long working hours, low pay and risks of losing the job after marriage and birth of
children are current practice. Women play an important role in the agricultural sector, although
no precise data exit, it is estimated according to some studies, that women perform up to 60 to
70 per cent of agricultural tasks, mainly as family labour and occasionally as wage labourers.
This contribution is not sufficiently recognized and apart from a number of small projects by
NGOs, women do not have access to inputs and extension in this area. Women’s work in

agriculture is also constrained by the general difficulties of access to land and water entailed by
the occupation.

11.  There is a clear gap in social protection. Certainly UNRWA, NGOs and donations from
abroad provide a social safety net, but these arrangements are adhoc, not sufficient and not
formalized. This situation affects particularly disadvantaged groups such as the handicapped and
ex-detainees who face particular hardships. Their situation must be acknowledged and special
efforts are required to ensure their integration through training and employment.

C:AIDEFINAL
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been virtually no change throughout the 1980’s with per capita GNP at US dollars 1678 in 1991
and 2068 in 1992 against US dollars 1676.9 in 1980 and 1794.7 in 1982. Between 1986/87 and
1991/92, per capita GNP growth has averaged slightly less than 1 per cent. Given the
uncertainty over population data, per capita incomes may even be somewhat lower (by 10 to 15
per cent it is estimated) than these figures suggest. Such low growth performance is attributed
both to the structural features of the economy depicted above as well as to the recession in the
region in general during the 1980’s. ’

8. The rate of open unemployment is reported to be between 4 and 5 per cent in the West
Bank between 1989 and 1992 save a jump to 10 per cent in 1991. In Gaza it is reported to be
between 3 and 4 per cent. Other surveys point to somewhat different rates of unemployment.
The 1992 FAFO survey records unemployment at 7 per cent.” Other surveys point to a high
41 per cent unemployment rate in Gaza for 1993.* A recent estimate by the World Bank puts
unemployment at 25 per cent for 1993. These discrepancies can be attributed to definitional and
measurement differences. However, it must be pointed out that the concept of open
unemployment may not be entirely relevant here. In the absence of any unemployment benefits,
there can be no administrative recording of the unemployed.  Furthermore, temporarily
unemployed persons would tend to find some employment, albeit at much lower levels of
earnings, as unpaid family labour in family farms and establishments. There is no information
on youth unemployment although it is likely that its incidence may be more severe than the
above averages suggest. A more significant concept here would be under employment. One
useful indicator is the total weekly work hours which dropped considerably for all workers in
the Occupied Territories in 1988, following the outbreak of the Intifada (by as much as 37 per
cent in the West Bank and 26 per cent in Gaza for workers in the Territories, and 20 and 29 per
cent respectively for those employed in Israel). The weekly levels of work hours have risen to
the pre-Intifada levels only in 1992, suggesting a period of considerable underemployment.

9. The social situation reflects the limited options open to the OTs. Despite notable
progress in recent years, there are formidable problems. First, it has been estimated that
poverty is the lot of 17 per cent in the West Bank and 32 per cent in Gaza in 1993. Second,
poverty is directly caused by lack of access to employment. As mentioned earlier un- and

underemployment are high especially in recent years. The infrastructure is dilapidated, and the
incentives for the private sector are limited.

2 7

10. Women bear the brunt of this situation, and in many cases have to be the breadwinners
of the household through difficult sub-contracting and home-based work. The position of

¥ FAFO. The Palestinian Society, 1993.

* M. Okashe, Al-Azhar University, Gaza, unpublished.
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5. Moreover, the OTs has been a "labour reserve” for the Israeli economy where, at peak,
some 35 per cent of the labour force found employment; and the Guif states, where some 10
to 15 per cent and their families were living. As a result of the inability of the OTs economy
to generate sufficient employment opportunities, increasing numbers have become dependent on
employment in Israel. The total number of workers employed in Israel has well exceeded
100,000 in recent years (save in 1991) up from 75,000 in the early 1980s. Although higher
relative wages render such employment attractive, its precariousness has been repeatedly
stressed.! Such employment is rationed through a complex system of permit delivery, is limited
in duration (three months initially and then annually), is subject to numerous security
restrictions, and hence subject to great fluctuations in total days actually worked. This is the
case particularly since the Intifida (uprising) of December 1987, the Gulf War in early 1991 and
the border closure in March 1993. In recent years (1990-92) one-third of the employed labour
force in the West Bank and 39 per cent of the employed labour force in Gaza has been working
in Israel. Palestinian workers are massively employed in un and semi-skilled work in the
construction sector in Israel. The share of workers employed in the construction sector has
increased from 47 to 48 per cent in the mid-1980s to just under 75 per cent in 1992.
Employment of skilled Palestinians has been mainly in the Guif States up to 1991, and it is
estimated that 10-15 per cent Palestinians worked in the Guif. Income from abroad represents
a sizeable share of total national disposable income. In 1990-92, the gross national product
(GNP) exceeded the gross domestic product (GDP) by some 32 per cent. Wage payments to
Palestinians from the Occupied Territories working in Israel as well as remittances from abroad
~(net factor income) together account for some 24.5 per cent of GNP in recent years.? It is not
‘surprising that in such a situation the OTs economy has been subject to external shocks: the

Guif War and the closure of Israeli labour markets led to a loss of 9 per cent of GDP.

6. Finally, the dilapidated infrastructure can hardly provide sufficient basis for investment
growth.  All these characteristics in addition to the regulatory constraints on factor and

commodity markets have led to a lack of impetus to growth, increasing unemployment and
vulnerability to external shocks.

7. All this was reflected in slow growth and increasing unemployment. During the 1980’s
growth of GNP has been around 3 to 3.5 per cent on average. GNP increased by 7 per cent
over 1980-85 and by 9 per cent over 1986-91. In 1992 GNP (in constant 1991 prices) jumped
by 27 per cent. The growth in domestic output has picked up in recent years with GDP
averaging a 4.7 per cent annual growth over 1986/87-1991/92. In per capita terms there has

' ILO. Report of the Director General, appendice, vol. 2, International Labour Conference, 80th Session,
1992.

? World Bank. Developing the Occupied Territories: An Investment in Peace, World Bank, September 1993.
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. TRANSFORMING THE ECONOMY AND SOCIETY OF THE OTs

12. Despite these negative factors, the OTs possess good points of strength: a reasonably
qualified labour force; a relatively high standard of living; a trained administration (working now
with UNRWA and the Civil Administration); a social consensus for change. .It is thus
imperative to draw on these assets in order to achieve the transition from dependence to
sustainable development.

IL1  Objectives

13 Taking a forward look, the task is to contribute to the transition from dependence to
sustainable development through assistance in achieving three major objectives:

(i) Creation of employment opportunities:

14.  The magnitude of the task for employment creation may be gauged from the following.
In 1992 the labour force of the Occupied Territories was estimated at 333,400. It has grown
at an average annual rate of 3.2 per cent over 1986-1992. If present rates of labour force
participation and growth are maintained, the labour force would double by the year 2014. Over
the next ten years up to 2002 the labour force could grow at the present trend by 41 per cent to
~ reach 471,500. This implies an annual entry on the job market of 12,500 persons. This figure
does not take into account present levels of un and under-employment nor any return migration.

The Palestine Development Programme assumes the return of some 500,000 persons over 1994-
2000.

15.  The demand for labour is more difficult to predict. The overall employment elasticity of
GDP growth has been 0.7 in recent years. This would imply an average rate of growth of GDP
of no less than 5.5 per cent to absorb the annual labour force increment. Within the Occupied
Territories employment has grown at an average rate of 3 per cent in recent years (1986-92),
slightly lower than the growth of the labour force. If the present trend were to continue the
employed labour force within the Occupied Territories in the year 2002 would be 282,000. The
implication is that if a level of 100,000 workers employed in Israel can be maintained throughout
the period then a shortfall of some 90,000 jobs would still prevail in year 2002. Two
conclusions must be drawn. First, reliance on work in Israel will remain critical in the
foreseeable future. Second, raising the levels of labour absorption in the Occupied Territories
is of foremost priority. The level of job creation that can be expected through the planned
multilateral investment programme in infrastructure (200 million dollars per year for five years)
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can be estimated at 15,000 per year.® Civil service jobs will not be able to exceed by much the
present levels of some 32,000 (including UNRWA and Civil Administration),although an early
retirement scheme could facilitate new recruitments. Clearly much of the job creation will have
to come from higher levels of growth particularly in the private sector. (These trends are
depicted in Figure II.1) ‘

(i) Reduction of poverty

16.  Recent estimates by the World Bank on the incidence of poverty indicate that about 17 M
per cent of the population of the West Bank, and 32 per cent of that of Gaza live in poverty.® | v

The picture is further compounded by the precarious nature of employment which is the main
source of livelihood for the majority of the population. It is thus assumed that employment ‘,/
creation is the main remedy for poverty reduction. |

Lin (B0aX
(iii)  Social protection
17. Given the ad hoc and incomplete nature4 of social protection, there is a need to design a
cost effective system building up on existing facilities.
I1.2  Elements of a strategy
18.  To achieve such objectives, the strategy should have three building blocks:
(@) to design a cohesive policy framework;
(b) to lay the foundations for institution building; .
(c) to manage the process of transition in a prudent and cost-effective way, trying to v
strike a balance between high expectations and the requirements of investment in
the future.

’ With a wage share of 40 per cent of total investment and an average monthly wage of dollars 450 or NIS 60
per day (at 3 NIS to the dollar).

$ World Bank: The West Bank and Gaza: the next two years and beyond.
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(a)  Setting the policy framework

(i) Design of development policies under scenarios of political uncertainties

19.  The signature of the DOP in September 1993 has ushered a new era of peace promises.
However the process of negotiations is so protracted that any policy prescription should take into
account the possibility of varying scenarios for political developments. The present strategy is
based on the assumption that peace will be concluded and there will be a transfer of power to
a Palestinian National Authority.

(if) - Setting the policy framework and assuring policy coherence

20.  Perhaps the most difficult task confronting the new Palestinian authorities will be the high
level of uncertainty surrounding whatever economic, labour and social policies are adopted.
While the signing of the Declaration of Principles (DOP) on 13 September 1993 has clearly set
in motion a process towards Palestinian autonomy and self-rule, neither the transitional nor
permanent status negotiations have been concluded, and therefore many important influences on
employment, wages and social conditions in OTs are unknown. Therefore, Palestinian officials
concerned with labour and social policies must consider a series of alternative policy scenarios
and design strategies which will lead to efficient and equitable labour markets which contribute
~ to economic growth and social justice under these scenarios.

21.  In this context, it is important to note that a Labour "Authority" or "Department” is not
explicitly included in the list of institutions to be created by the Council which are enumerated
in Article VII Paragraph 4. However, Annex III’ to the DOP, in articles 8 and 9 does call for
programs in the labour and social areas, including the development of a Human Resources
Development and Cooperation Plan. The ILO, if asked by the parties, would assist in the
preparation of this plan, as well as the Human Resources Plan called for in Annex IV of the
DOP, as an important part of its technical assistance activities.

22.  The level of uncertainty surrounding employment and social policies is further
compounded by the fact that the labour market is a "derived" market, i.e. labour market
conditions are primarily influenced by factors and circumstances outside of the labour market
itself - factors such as the level and composition of investment, trade flows, interest rates,
commodity prices and foreign exchange values. Since virtually all of these are now also
uncertain, there will be a double uncertainty concerning the levels of employment, wages and
income generated by the labour market, the effects of which will in turn feed back upon itself

7 Protocol on Israeli-Palestinian Cooperation in Economic and Development Programs.
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since the employment and incomes generated in the labour market will then largely determine
the level and distribution of personal disposable income -- which will be the primary determinant
of the level and type of goods consumed and hence production and trade patterns.

23.  Despite these uncertainties, the ILO believes that it can identify the basic building blocks
of employment and social policy for Palestine. In the ILO’s view, careful attention to policy
determination and implementation must be given to five inter-acting areas: (1) The relative roles
of public and private sector activities; (2) Wages policy; (3) Diminishing regional imbalances;
(4) Maximizing the returns on sectoral linkages; and (5) Targeting specific groups for labour
market and social interventions. Furthermore, efficient and equitable employment and income
in a dynamic and growing Palestinian economy will come about only if there is consistence and
coherence not only between these five policy areas but also between the broad area of
employment and social policy and other areas such as trade, water and land, monetary, economic
development and investment, and macroeconomic policies. These linkages, and the need for |

policy coherence will be noted as we briefly explore the five building blocks of employment and
social policy.

II. PROGRAMME OQF ACTION

24.  To translate those principles in reality, the [LO proposes a programme of action including

seven components of policy design, institution building and direct technical assistance. These
~components are: ‘

(i) Labour administration (the creation of a Labour and Social Welfare Department, —
and the design of active labour market policies)

(ii) Industrial Relations (workers’ education, strengthening workers’ and employers’ —
organizations, creation of a tripartite forum) -

(ili) Employment creation (small enterprise, public works, support to private sector .-
initiative)

(iv)  Training (vocational training, rehabilitation of detainees and disabled)

(v)  Social protection (social security, social safety nets)

(vi)  Women in development (representation, equal opportunities)

(vii) Social and Labour Statistics (statistical abstract, contribution to the Master plan)

Table III.1 provides a summary of these proposals.

25.  The programme of action is to be implemented through two major projects: (a) Labour
and Social Welfare Institutions; and (b) The Social Fund for Development. Each will have a
CTA and supporting staff, and will work as part of the National Authority. The CTAs should
draw on the relevant departments of the ILO to provide needed expertise. The budget for
technical assistance is estimated at US$5 million, and investment at US$50 million. Funds are
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Table .1 ILO Programme of Action

Summary Table

Programmes and Projects Tech. Investment Total
Assistance

1. LABOUR ADMINISTRATION 500,000 1,500,000 2,000,000

1. Establishment of a Department of labour and social welfare

2.INDUSTRIAL RELATIONS

STRENGTHENING WORKERS ORGANIZATION

1. Strengthening the institutional capacity of workers’ education

centers in Nablus and Gaza. 108,000 108,000

2. Training of trade union leaders. 82,000 82,000

3. Training course for trade union trainers (Turin Centre) 110,000 110,000

4. Local trade union seminars 42,000 42,000

5. Training, Research and Project Promotion centre of the Palestinian 700,000 1,000,000 1,700,000

trade unions

STRENGTHENING EMPLOYERS ORGANIZATION

1. Strengthening the Chamber of Commerce 15,000 295,000 310,000

3.A.SMALL-SCALE ENTERPRISE DEVELOPMENT

1. Establishment of a National Small Business Council 300,000 70,000 370,000

2. Capacity building for the Chamber of Commerce 1,000,000 1,500,000 2,500,000

3. Facilitating linkage with the Emilia Romagna Industrial District. 80,000 800,000 880,000

4. Creation of a productivity awareness and development of plans for
a tripartite Palestinian Productivity Center

5. Study of experiences todate in the small-scale credit area




3.B Employment-intensive public works

1. Employment intensive public works 504,000 (50-80 504,000
million)

4. Training and Rehabilitation

1. Training advisory services 200,000 - 200,000

2. Establishment of a National Training Resource Center 500,000 - 500,000

3. Rehabilitation of vocational training centers 300,000 2,000,000 2,300,000

4. Strengthening capacity of the central national committee on 25,000 55,000 80.000

rehabilitation

5. Development of a national vocational rehabilitation plan 55,000 - 55,000

6. Establishment of two vocational rehabilitation centers in Gaza and .

Rafah 1,000,000 2.500.000 3,500.000 .

7. Income generating project for disabled persons 70,000 930,000 1,000,000

5. Social Protection

1. Overview of current social protection and advisory services 250,000 - 250,000

2. Design of social weifare, social security and health care financing 960,000 290,000 1.250.000

schemes i

6. Emplovment and equality for women

1. Strengthening the capacity of the technical committee on women's

affairs in the areas of employment and labour policies 66,000 - 66,000

2. Employment promotion and social protection for women in the

sub-contracting sector 250,000 950,000 1.200.000

3. Entrepreneurship development for Palestinian women 360,000 340.000 700,000

4. Targeted poverty aileviation for specific groups 480,000 1,320,000 1,800,000




1 7.Social and: Labour Statistics
1. A labour and social statistics publication - 10,000
2. Taking over the CBS labour force survey 102,000
3. National programme on labour statistics 175,000
TOTAL 9.224,000

23,000
58,000

75,000

14,056,000

33,000
160,000

250,000

23,280,000

" This programme does not include the proposal on the rehabilitaton of ex-detainees costed at UID J

8.5 million.




10

expected to be raised within the Consultative Group initiative in Paris or by direct contact with
multi-bilateral donors. ‘The duration of this assistance is 5 years.

Iv. FOLLOW-UP
26.  To ensure the proper implementation of the programme of action outlined above, the
following steps are envisaged.

(i) uilding ¢ nsuses

It is proposed to hold a one day National Workshop in February 1994 to discuss the ILO
mission report. This workshop should be attended by members of the Technical Committees,

resource persons, representative of employers and workers organizations, as well as those of UN
agencies and the donor community.

(ii) Immediate ILO actions

This programme will be preceded by a number of activities for immediate intervention
(December 1993-February 1994) to deal with some of the urgent needs. These activities,
financed from ILO budget, will amount to US$250,000.

(iii) roject dev ment

The ILO will work with its Palestinian counterparts to prepare project documents to
assure funding, and to complete the implentation arrangements, for the attached project outlines.
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DETAILED PROGRAMME OF ACTION
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1. LABOUR ADMINISTRATION
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1.1 LABOUR ADMINISTRATION

I.  Introduction

The social situation is alarming whether from the standpoint of employment or of
precarious and dangerous working conditions. The situation is made worse because there is at
present no labour administration that can really protect workers or help them in finding
employment. There is not only an institutional vacuum but also a policy and legislative vacuum.

The new Authority must establish from scratch a Department of Labour and Social
Welfare® covering in particular labour inspection services, employment services and social

welfare services. It may be necessary to spell out the role and orientations of the new
Department: C

(a) The role of central services

(i) To design and implement coherent and concerted policies for worker protection,
employment promotion and vocational training, migration, industrial relations,
and social security;

(i) To establish and supervise a decentralized administration able to protect workers
conditions and rights without impairing the flexibility that enterprises find ; to
undertake the tutelage of the social security agency, and to regulate, supervise and
monitor the functioning of private pension and health insurance schemes.

(iii) To devote particular attention to disadvantaged groups: the disabled, ex-
detainees, women, rural population, school drop-outs, etc. Solidarity is a basic
principle of labour administration.

(iv) To protect migrant and cross-frontier workers and conduct for this purpose
international negotiations;

(v) To associate workers and employers organizations in the design and
implementation of a national labour policy so as to facilitate sound industrial
relations, both for the protection of workers and for the improvement of growth
prospects and economic development; and.

' For the moment, it is envisaged both labour administration and social welfare would be combined in a single
ministry; once experience has been obtained it may be appropriate to separate the two functions.
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To draft a labour legislation. The new labour code should serve initially as a
"reference framework" so as to guarantee fundamental worker rights and it should

focus on certain basic institutions and encourage the development of links
between them.

(b) The role of decentralized services

()

(if)

(1ii)
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Labour inspection services should ensure the application of the legal provisions
relating to safety, health, wages, hours of work, welfare and the protection of
children and young persons. Any further responsibilities which may be entrusted
to labour inspectors should not interfere with the effective discharge of their
primary duties or prejudice in any way the authority and impartiality which are
necessary to inspectors in their relations with employers and workers.

The labour inspectorate must be founded on clear principles, with
emphasis on prevention, advisory and information services to employers and
workers on the most effective means of complying with the legal provisions,
collaboration with social partners, protection first and foremost for the most
underprivileged and helpless workers (especially children and home-workers).

Without efficient labour inspection, it would be virtually impossible to
apply labour legislation, as a whole, and, most international standards as well.

It is clear that the efforts which labour inspectors devote to the
improvement of the safety and health of workers and to the democratization of
human and social relations, has a favourable impact on economic development.

The competitiveness of enterprises is impaired by absenteeism, accidents at work
and professional illness.

Public employment services should provide assistance to workers who have lost
their jobs or who are looking for employment; organize the labour market in
such a way that vacant posts are filled as quickly as possible by the most qualified
workers and that skill requirements are matched by a corresponding availability
of skills; devise or implement employment creation schemes. They should serve
both jobseekers and employers. They must play a dynamic role in social and
economic development (small enterprise development, vocational guidance and
counselling, etc.). They should devote particular attention to disadvantaged
groups.

Social welfare services are required to disburse cash benefits under social
assistance schemes (means-tested, minimum income schemes), to provide a range
of social services for the disabled and disadvantaged (particularly the frail elderly
and poor families-with children), and to ensure access to basic health care
services for those who are not otherwise covered.
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Labour administration services contribute not only to a country’s social
development but also to its economic and political development.

2. ILQ Proposals

Given the institutional and legislative vacuum, the ILO proposes the establishment of a
Department of Labour and Social Welfare. This Department will include:

(a) The central services

- Creation of general directorates. The organizational chart will depend on the
functions that the future Authority assigns to the Department of Labour (proposals are indicated -
in Annex 1). It would seem advisable, at this initial stage of setting up a labour department, that
as many functions as possible are assigned to a small number of general directorates.

- Creation _of a tripartite advisory board (to advise the Head of the Labour
Department on the broad lines of labour, employment and social policies.)

- Creation of a national labour institute. Training must be aimed primarily at
officials of the Department of Labour but also at employers and workers representatives.
Training is both a priority and a precondition for an efficient labour administration. Above all,
trainer_training courses must be organized urgently in all the spheres of competence of the
- Department.

(b) The decentralized services

- Labour inspectorate would be set up under the authority of the General Labour
Directorate. A labour inspection policy should be devised. It is suggested that in an initial
phase, two pilot offices be set up, one in Gaza and one in the West Bank. (These two offices
should use the services of a safety specialist, a medical doctor, a jurist, and a conciliator.)

- Employment services. It is suggested that the employment services come under
a general directorate of the Department. It is suggested that employment agencies currently used
solely for Palestinian workers working in Israel be reorganized.

(c) Timetable of reforms

Obviously, priorities must be established and phases decided upon.
In the first phase, the following should be established:
- the general directorates of the Department;

- the National Labour Institute;
- the National Tripartite Advisory Board;
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the Social Security Agency;

- two pilot labour inspection offices; two public employment agencies, one or two
labour tribunals; and social service and social assistance offices.

In the second phase, the Department of Labour and the decentralized services (labour

inspectorate and employment services) should be made fully operational through the territory.

(d) External _assistance

External assistance would seem necessary. This could take the form of:

C:AIDEFINAL

Advisory services for different durations (with the appointment of a head
of project) in the various spheres of competence of the Ministry:

(M)

(i)

(iii)

(iv)

Organization and functioning of the Ministry of Labour, labour
inspection services and employment services (methods; training;
computerization, etc.);

Policy elaboration:

Labour and industrial relations
health and safety at work
working conditions
women'’s protection
child protection
vocational rehabilitation for the disabled
Employment promotion
vocational training
migration
Social security/welfare
coordination and tutelage of the social security agency
regulation and supervision of private pension and health
insurance schemes
welfare service and benefits
Statistics

Training: Assistance in the creation and running (trainer training)
of a National Labor Institute; assistance in training abroad
(courses, field trips, etc.);

Labour legislation: assistance with the drafting of legislation and
the establishment of a national labor policy.
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3.  Technical Assistance in the Field of Labour Administration

Project Idea 1.1: Establishment of a Department of Labour and Social Welfare

1. Context

The social situation is alarming whether from the standpoint of employment (considering
the importance of unemployment, underemployment, etc.), of the significant number of .
disadvantaged groups (disabled, ex-detainees, women, children, etc.) and precarious or
dangerous working conditions. In this situation, there is at present no labour administration that
can protect workers, help them to find an employment or to organize sound industrial relations.
There is also a legislative and policy vacuum.

2. Immediate objective

To create a labour administration able to design and implement a coherent and concerted
policy to protect workers, to facilitate industrial relations, to promote employment, vocational
training and social welfare.

: 3. Activities

To help create institutions (general directorates of the labour ministry,
employment services and inspection services, etc.).

To help train the staff in organizing courses, seminars, training trainer courses
and to organize a National Labour Institute.

To help elaborate a labour legislation and a national labour policy.

Creation of a Department of Labour

Adoption and implementation of a labour policy and a labour legislation

4. Output
- Staff trained.

L Budget
- Chief of project for two years and various experts (40 work/months)

- Financing of training activities (seminars, courses, fellowships, study tours, etc.)
Equipment for the National Labour Institute.

The total budget is estimated at US$2,000,000.
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2. INDUSTRIAL RELATIONS
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III.2 Industrial Relations

II1.2.A Strengthening Workers’ Organizations

p Introduction

Keen to participate in the ongoing social and economic debate, the trade unions in the
West Bank and the Gaza strip stressed that workers’ organizations like employers’ organizations
are to play an important role in the complex situation that is likely to characterize the new phase
- of development. They have a contribution to make as partners in the society and as participants
in the social dialogue.
: B PusqIUF

y Leaders of GFTU7i>n Gaza and the West Bank emphasized that in order to ensure the
smooth functioning of the transition period, it is important to set up a tripartite machinery in
which the three parties are present. It is the intention of trade unions in the OTs to exert every
effort to create a general climate of mutual respect and understanding. As such workers can

make an important contribution to the consolidation of democracy and the preservation of social
stability. ’

But for them to participate in this endeavour, it is imperative that workers have strong

and representative organizations to serve as vehicles for their involvement in the development
process.

~

Admitting that the circumstances under which the Palestinian trade unions had to carry
out their action over the 26 years of occupation did not enable them to consolidate suitable
structure, they confirmed that constraints will continue to affect the labour movement and its role
in building up the new Palestinian entity if immediate action is not taken to redress the situation.

Despite the efforts made during the last couple of _years to enhance and upgrade their
efficiently, the two trade union organizations - the General Federation of Trade Unions (Gaza)
and the General Federation of Trade Unions (West Bank) continue to be largely handicapped by,
inter alia, the following problems:

- the conditions of occupation, including restriction imposed on freedom of
movement, hampers trade unions from playing fully and freely their role in the
field of negotiations and participation in the economic and social development.

- the high degree of political involvement and close linkages with political parties,
have led to continued factional problems, especially in the West Bank.’

% Two main trade union blocks have withdrawn recently from the Executive Committee of the GFTU (West
Bank). They contest the legitimacy of the Secretary-General and the Executive Committee.
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the dwindling financial resources decreased capacity to defend and promote the
interests of their members, which in turn led to a diminished interest in trade
union membership.

fragmented sectoral unions reflected in the large numbers of such unions (more
than 120 unions in the West Bank). A situation caused by weak organizational
structures and outdated trade union standing orders.

the constant amendments imposed by the Israeli Military Command and the Civil
Administration on the Egyptian and Jordanian labour laws, which basically
regulate the trade union rights and organization, have placed numerous
restrictions on civil liberties and free exercise of trade union rights.

the question of trade union representation of Palestinian workers of the OTs
working in Israel. It is not possible for GFTU in Gaza and the West Bank can at
present defend the interests of these workers.

II. ILO Proposals

To meet the legitimate requests, needs and aspirations of workers in the OTs, the ILO
proposes to assist trade unions in their efforts to achieve the following objectives:

(a)

(b)

©

(d)

C:AIDEFINAL

the establishment of free, independent and democratic trade unions with view to
the protection and promotion of human and trade union rights.

strengthening the capacity of trade unions to participate in economic and social
decision making process in order to defend and promote the interests of their
members.

improving the structures and activities and active involvement of trade unions in
tripartite endeavours.

developing of workers’ education programmes with a view to assisting trade
unions to expand their membership and activities and improving their capacities
and negotiating skills.
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3. Technical Assistance to Workers’ Organizations

Project Ided 2.1: Strengthening the Institutional Capacities of Workers’

Education Centrg: in_Nablus and Gaza
1. Context

Respond to the urgent request made by the leadership of the General Federation of Trade
Unions in Nablus and Gaza for ILO immediate assistance to support the development of adequate
institutional capacities for workers education programmes of basic and intermediate levels.

2. Immediate objective
Rehabilitating of already existing workers’ education centres in Nablus and Gaza.
3. Activities

(a) Provision of educational and office equipment
(b) Translation into Arabic of a series of workers’ education manuals

4, Qutput
By end of the project (immediate implementation)
(a) Two operational workers’ education centres in both Nablus and Gaza

(b) Acquisition of adequate educational and office equipment
(©) A series of workers’ education manuals duly printed in Arabic.

s Budget
Total cost of project: US$108,000

(@) Rehabilitation of premises

Gaza US$10,000
Nablus US$45,000
(b)  Office and educational equipment
Gaza US$20,000
Nablus US$12,000

(c) Workers’ education publications US$19,000
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Project Idea 2.2: Training of Trade Union Leaders

1. ontext

Due to various restrictions imposed on trade unions and its leadership, trade union leaders

in the OTs lack adequate technical capacities that permit to manage better their organizations and
play an effective role in national development efforts.

2. Immediate objective

To enhance the capabilities and knowledge of trade union leaders in a wide range of
labour, economic and social issues and to upgrade their management skills.

3. Activities

(a) Conducting a 2-3 week course for 20 trade union leaders on issues such as trade
unionism, freedom of association, collective bargaining, employment policies,
safety and health, labour and legislation, labour inspection.

(b)  Two fellowships on trade union policies in several unions in industrialized

countries.
(c)  Advisory services from experts specialized in the above-mentioned fields.
4. Qutput
20 trained trade union leaders.

3. Budget
US$81,500.
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Project Idea 2.3: Training Course for Trade Union Trainers (Turin Centre)

i Context
Palestinian workers’ education centres lack the availability of qualified trade union

trainers, fact that has contributed in turn in limiting the capabilities of trade unions to educate
their members about their rights and to prove them with the necessary skills.

2. Immediate objectives

To prepare qualified trainers to run training courses and activities for union members.
3. Activities

(a) Conduct in the Turin Centre a 3-4 week training course for 15 trade union

instructors.

(b) Two fellowships on advanced training in workers’ education centres of
industrialized countries. .

4. Qutput

15 trained trade union instructors capable of running local tréining courses in the OTs.
xS Budget

US$110,000.
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Project Idea 2.4: Lgcal Trade Union Semihars

1. Context

‘Trade unions in the OTs, which is undergoing rapid political, economic and social
change, are confronted with new challenges that require new approaches to the protection of
workers’ rights and interest. Workers education courses can play an important role in exploring
trade union policies in many areas, including responses to these challenges.

2. Immediate objective

Focus on improving the capacity of trade union members through workers’ education to
better understand their rights and better defend their interests.

3. Activities
(a) Conduct seven (7) local courses (25 participants each) for a period of 5 days in

the different regions of the OTs.
(b)  One of the courses will be especially organized for women trade unionists.

4. Qutput

(a) Expand trade union membership
2 (b) Enhance knowledge and technical capacities of workers.

5. Budget

US$42,000.
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Project Idea 2.5: Training, Research and- Project Promotion Centre of
the Palestinian Trade Unions

1. Context

The project, aimed at fostering workers’ active participation in the development and
modernization of Palestinian economy, reflects the urgent need expressed by the trade unions
to have a national centre specializing in the training of trainers; advanced training,
research/documentation of study materials and teaching aids.

2. Immediate objectives

(a)

(b)
(c)

To strengthen the GFTU in the OTs by providing them with the most suitable
educational programmes as well as effective teaching methodologies and advanced
equipment. .

To promote employment generating schemes.

To foster workers’ participation in the design and implementation of the most
appropriate national development policies.

3. Activities

(a)

(b)

Provision of technical and advisory services for the design of the organizational
structure of the Centre, the preparation of the relevant curricula and the
prediction of the most appropriate teaching aids.

Acquisition of equipment, including computers for the management and
administration of the Centre as well as for the research/documentation branch.
One-month course for six instructors in charge of educational activities at national
level.

One two-week course for the training of 20 instructors in charge of educational
activities at local level.

Ten one-week courses at local level.

Provision of advisory services for the design and implementation of research
activities and the promotion of socio-economic projects.

4. Qutput (by the end of the two-year project):

(a)

(b)
©
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A training, research and project promotion centre established, properly equipped
and fully operational. The Centre includes the following branches:

(i) training
(i1) research - documentation

(i)  design, promotion and assessment of socio-economic projects.

Administrative personnel trained in the use of modern procedures and equipment.
Six instructors trained and active in the training branch of the centre.
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(d) Twenty instructors trained and in-charge of promoting basic courses at local level.
(e) Teaching aids produced and covering areas such as collective bargaining, safety
and health, organizational structure, ILO standards, etc.

) A fully operational branch responsible for the design, promotion and assessment
of socio-economic projects.

5. Budget

Total project cost amounts to US$1,700,000 broken down as follows:

US$700,000 in technical assistance
US$1,000,000 as investment (to buy land and construct centre).
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I11.2.B_ STRENGTHENING EMPLOYERS ORGANIZATIONS
1. Introduction

During the time of occupation there has been little opportunity for genuine employers’
association to function effectively. The Chambers of Commerce which exist in all major towns
were originally established under the Jordanian or even earlier systems.

Until 1988, the Chambers in the West Bank were members of the Jordanian apex body
in Amman. In July 1988 the Jordanian government decided to cut the legal and administrative
links with the West Bank depriving the Chambers there of any union or umbrella organization.
In 1990, Chambers in the West Bank and Gaza decided to form a Federation which is
headquartered in Jerusalem. After elections in 1992 the Chambers have emeérged as the most

representative employers’ organizations although their effectiveness seems to be limited and is
circumscribed by a lack of funds.

Despite their current weaknesses these organizations are of fundamental importance in
providing support to the private sector, in carrying out the essential function of lobbying and
advising the emerging Authority on matters of importance to the private sector. It is also
essential that a well developed employers constituent emerge soonest to play a constructive role
in developing an industrial relations climate conducive to productive growth and collaboration

.which will a critical prerequisite for the task of nation building in collaboration with a
“responsible and representative labour movement.

Currently the Chambers are considered as semi-public agencies and perform various
mainly administrative tasks such as providing exporters with certificates of origin. In the view
of the mission it is essential that assistance be provided to the Chambers so that they can start
to effectively perform their various functions with regard to representing the interests of their
members during the crucial upcoming period. During the mission the Federation as well as
individual Chambers expressed strong interest in strengthening their role as a genuinely

representative employers organization. This will include their role as interlocutor in the ILO
context.

2. ILO Proposals

The recommendations with regard to the establishment of a labour department is covered
elsewhere in this report and should include adequate provisions for the roles and functions of
employers’ and workers’ organizations. It is within this overall context that the following
recommendations for the strengthening of the Chambers of Commerce are made.
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(a) Strengthening the staff of Chambers-

Clearly the effectiveness of the Chambers will be critically dependent upon the quality
of staff both within the Federation and the individual Chambers. It is therefore recommended
that selected staff members at senior and middle levels be given opportunities for in-country and
overseas training. This should include opportunities for attachment to well functioning foreign
similar organizations. In this connection, the Amman Chamber has offered to act as twinning
partner both in terms of accepting staff members from chambers in the OT and by providing
staff members to train in the OT. Subsequently it is also foreseen that similar arrangements and
programmes will be developed with organizations in other parts of the world.

In this connection it is recognized that the field of labour relations will be of critical
importance in the years ahead. Current labour relations is characterized by a confrontational
approach which many senior industrialists and informed observers recognized as being a major
constraint to future development and growth in the private sector.It is therefore foreseen that
training of Chamber staff will include a strong component to develop the organizations’ ability
to play a constructive role in this field. In addition, the development of the Chambers will
include other areas of importance such as occupational safety and health.

It is suggested that a detailed technical assistance proposal for the development of the
Federation and individual chambers be formulated through the fielding of a short term consultant
in early 1994.

(b) Strengthening the Chamber in Jericho

Since it is expected that the emerging Authority will soon be headquartered, at least
temporarily in Jericho, discussions were held with the Federation concerning the strengthening
of the local Jericho Chamber to better be able to act as a liaison point with regard to the new
administration. To facilitate this ILO will provide certain basic equipment for the Jericho

Chamber and cover, for an interim period, some parts of the additional staff cost associated with
this strengthening.

(c) Upgrading the Chambers’ support services to small business

In view of the opportunities and challenges which are likely to open up for the private
sector in the year ahead it is essential that effective support services can be provided to upgrade
management skills and effectiveness, particularly in the small scale sector. A detailed proposal
for a pilot programme to strengthen the Chamber in Nablus in this respect is described under
small enterprise development.
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ject Idea 3.6: engthening the Chambe mmerce

1. Context

The transition to self rule for the OT makes it essential that effective tripartite .
constituents develop strong and representative organizations. In this respect an genuinely
representative employers organizational framework is an essential part. The current proposal will
provide assistance to upgrade the Federation and Chambers of Commerce to be able to
effectively represent the interests of their members and to participate in the tripartite labour
market and other mechanisms which will be essential for the future development and growth of
the emerging nation.

2. Immediate Objective
The Federation and Chambers strengthened to be able to effectively represent the interests

of their members with respect to advocacy towards the emerging Authority and the provision of
needed services to member.

3. Outputs
® A detailed technical assistance proposal for upgrading the Federation and
Chambers.

® The proposal implemented.
® An effectively functioning Federation and Chambers.

4, Activities
® Identification and fielding of a high-level consultant to formulate the technical
assistance proposal.
® Implementation of the technical assistance.
5. Estimated Budget

Immediate.

®  Short term consultant. Approx. US$ 15,000.-
® Immediate contribution to staff salaries. Approx. 30,000.-
®  Short term training, equipment and misc. Approx. 200,000.-

Longer term.

® Full fledged technical assistance proposal. Approx. US$ 310,000.-
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3. EMPLOYMENT CREATION
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I11.3.A SMALL-SCALE ENTERPRISE DEVELOPMENT

1. Introduction

The vast majority of enterprises in the OT are small with 95 per cent employing less than
ten persons. This applies to the registered 3,700 industrial enterprises which account for only
7 per cent of GNP and 16 per cent of employment, as well the service sector which contributes
around 40 per cent of GNP concentrated in such activities as trade, transport and professional
services. The dominant sectors of the economy are food processing, wood products, textiles,
garments, construction and leather products. Availability of raw materials, indigenous craft skills
and geography as a basis for comparative advantage are limited to a few sectors such as stone
cutting, soap, wood carving, olive oil, and tourism.

There are several external factors which contribute to the predominance of small scale
units and constrain enterprise growth such as: an uncertain political and economic environment
which discourages both foreign and domestic productive investment and risk taking; a hostile
legal and regulatory environment; a lack of an effective banking system; poor infrastructure;
trade relations which result in very limited access to overseas and regional markets; and a lack

of effective support services to small enterprises in such areas as management training and
~consultancy, technology and market information.

A successfully concluded peace process is likely to pose considerable challenges as well
as to create opportunities to existing Palestinian enterprises. The environment is likely to
become considerably more competitive since trade agreements with regional and overseas
partners are likely to be reciprocal with even easier access for foreign products than is currently

the case. Also the likely inflow of foreign investment from overseas Palestinians and others will
raise the level of competition.

While this is very healthy in the medium and longer term and will be counterbalanced
by increased opportunities in the form of market access and a more supportive environment, it
must be recognized that many existing Palestinian enterprises are unlikely, in the short term, to
be able to meet the increasing competitive pressures. A major shake-out in the private sector
could have negative short term employment consequences which would further strain an already
fragile situation of high expectations.

While this situation may call for a limited degree of protection or carefully managed
investment targeting during the transition period, it will certainly require a well planned
programme of support to enhance access to credit and to upgrade management skills and
enterprise performance particularly in such areas as business planning, marketing, product
standards and quality. :

Given such support there is good reason to believe that the existing Palestinian private
enterprise sector will be able to rise to the challenges and opportunities ahead by drawing on its

C:AIDEFINAL



32

proven ability to survive under very adverse conditions, a history of entrepreneurship, and a well
endowed human resource base, and become an important source of employment creation and
economic growth.

2. ILO Proposals

To capitalize on the Palestinian private enterprise sector’s potential for employment
creation and growth, concerted action will be required at following two levels:

(a) Developing a supportive policy and regulatory environment

The key elements of the business environment which need to be addressed are outlined
above including the legal and regulatory environment, the banking and financial system,
infrastructure and trade regulations. An in-depth review and reformulation of these areas in line
with future requirements will be one of the early priorities of the emerging Palestinian Authority
and one of the prerequisite for overcoming the current lack of confidence among the business
constituents which can be seen in the current reluctance to undertake larger investments in longer
term value added activities such as manufacturing.

It is strongly recommended by the mission that this process be started by initiating an
open dialogue between the business community (represented by genuine representative
organizations) and the emerging Authority on important issues related to the business
environment. One way to start this process, described in greater detail below, is by developing
“a coherent national strategy for small enterprise development through a participatory process

involving the private sector, the Authority, the financial community, and other players involved
in supporting small scale enterprises.

As outlined above, this policy dialogue should also weigh the arguments for limited, short
term protective measures including targeted investment planning during the transition period to

avoid a major shake-out among Palestinian enterprises and the related negative employment
implications.

(b) Providing enterprise support services

To avoid short term unemployment and to ensure medium term economic and
employment growth, it is of importance that an effective system of support services such as
management training, consultancy, technology, product quality and standards and market
information be developed for the small scale enterprise sector. If implemented in a an effective
and timely manner this should enable the existing small scale sector to better cope with increased
competition and to take advantage of a growing domestic market and increased access to foreign
markets.

The institutional framework for the provision of such services which must be highly
practical and need based should to the extent possible be based on existing programmes such as
those by the Bethlehem University, Bir Zeit University, YMCA, UNRWA, BISAN, UNDP,
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USAID, the Arab Scientific Institute for Research and Transfer of Technology (ASIR), the
Development Resource Center, and others. While many of these programmes are well planned
they typically operate in isolation with little or no coordination.

Business associations such as the Chambers of Commerce can play important roles both
as lobbyists to the Authority and as vehicles for delivery of programmes to strengthen business
through training programmes, extension services and other activities to address sector specific
and industry wide problems and opportunities. Such associations which exist in embryonic form
in several locations (i.e. Jerusalem, Nablus, Hebron, Gaza and Rumallah) should be strengthened
through technical support and linkages with similar overseas bodies.

Also the energy and commitment of local authorities must be mobilized and tapped in
support of local enterprise development. Experience from many countries such as Italy (i.e. the
Emilia Romagne industrial district) clearly demonstrate that local authorities in partnership with

the local business community can become key players in an integrated approach to local
economic development.

In terms of support services, the area of credit deserve particular mention due to its
importance to enterprise growth and the fact that the credit area is particularly plagued by
fragmentation. The mission came across 23-different programmes each offering credit to
different target groups at a wide range of terms and conditions and with very different degrees
of success in terms of repayment rates. Based on information available to the mission it seems
clear that the most successful programmes are those which combine credit with substantive
follow-up and support services. Despite this proliferation of programmes there is a severe

. shortage of credit to particularly the lower end of the small enterprise spectrum. The mission

~ suggests an immediate review of experiences to date in the credit area be carried out as a basis
for development of a future credit strategy under the overall small enterprise promotion strategy
referred to elsewhere.

The above should be undertaken within the framework of an overall national plan for the
promotion of the small scale sector, formulated under the leadership of the emerging Authority
with the full involvement of the various involved players who understand the local situation and
have gained extensive experience in enterprise promotion over the last several years.
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3. Technical Assistance for Entreprise Development

. Five specific programmes are proposed to address issues and to pilot test key concepts
at the policy, regulatory and programme levels outlined above. They are:
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Establishment of a Small Business Council;

A project to strengthen four Chambers of Commerce through the establishment
of Local Enterprise Development Centers which can provide services to small
enterprises;

A pilot project to adapt and transfer the successful sectoral small business
development model from Emilia Romagna to the Palestinean context; and
Activities to increase awareness of productivity issues among the social partners
and development of plans for the medium-term establishment of tripartite
Palestinian Productivity Center.

The implementation of a review of experiences to date in the area of credit, with
particular emphasis on effectively serving the lower end of the small scale
enterprise spectrum.
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Project Idea 3.A.1: Establishment of a National Small Business Council

1. C ntéx

The small-scale business sector in Palestine holds substantial potential for contributing
to economic growth and employment creation. To be able to fulfil this potential the sector will
need a coherent overall strategy for enterprise promotion and a well structured programme of
support which ensures that the existing hostile regulatory and legislative environment is changed
towards one supportive of enterprise growth. In addition direct support programes including
credit, training, consultancy, technology and information needs to be delivered through
appropriate private and semi-private sector channels such as chambers of commerce, universities
and NGOs. To ensure proper coordination of initiatives a National Small Business Council
(NSBC) will be established composed of representatives of the government and the public and
private sectors involving participants from financial, training, techinical and scientific institutions
who are engaged in one form or another in programmes to support the small scale sector.

2. Immediate Objective

“A National Small Business Council (NSBC) with minimum 50 per cent private sector
participation established as a central supervisory body to assist in the development of a national
strategy for promotion of the sector to ensure overall coordination of support programmes,
allocation of funds to service providers and monitoring of effectiveness and impact of policies,
regulations and support programmes.

3. Qutputs

Phase One:

® Detailed Terms of Reference for the NSBC developed.
® NSBC constituted, initial meetings held and an Executive Committee established.
® Consensus reached on a national strategy for small enterprise promotion

Phase Two:

/7 /7

® Full time secretariat established to serve the NSBC Executive Committee by
coordinating and monitoring the various public and private sector programmes to
support the small scale sector.

-
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4, Activities

Implementation of study tour to study overseas small business councils and
similar structures

¢ Formulation of detailed TOR for the NSBC through a participative process
involving all key players. Likely to involve a national workshop.
®  Determination of NSBC membership with minimum 50 per cent private sector
representation. ‘
®  Official launching of the NSBC and election of the Executive Committee.
® Drawing up a detailed TA proposal to support the establishment of an effective
Secretariat to serve the Committee.
- 8 Bu
Immediate:
® High level consultant to assist in the development of TOR for the NSBC and to
facilitate the first meetings by the Council (4 w/m).
®  Study tour for selected officials to explore successful Councils in other parts of
the world. US$ 70,000.
Longer term: -
®
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Project Idea 3.A.2; Capacity Building for the Chambers of Commerce

1. Context

There is an urgent need to provide management training and consultancy services to
entrepreneurs who want to establish a business or expand an existing business. Currently there
are few organizations with the ability to provide such services to small scale entrepreneurs. The
Chambers of Commerce hold the potential to provide such services since they have good access
to the target group and a broader appreciation of the needs of small enterprises while at the same
time being more acceptable to the sector since it feels that they belong to these organizations and
that they represent their interests. At the same time Chambers are more likely to be staffed by
individuals with business experience so that they are able to offer more practical "hands-on’
assistance. The current project will implement a project to upgrade the Chambers of Commerce
in four selected locations (likely Nablus, Hebron, Gaza and Ramallah) so that they can provide
need based training and consultancy services to small scale members through Local Enterprise
Development Centers. It is foreseen that the Centers will be linked to a credit line implemented
through a suitable arrangement with the emerging commercial banking system.

2. Immediate Objectives

Four Chambers of Commerce strengthened to be able to provide training, consultancy
and information services for entrepreneurs with new or existing businesses.

3. Qutputs

® A detailed technical assistance proposal prepared to strengthen the Chambers of
Commerce in four selected locations.

® The ILO’s training packages Start Your Business (SYB) and Improve Your
Business (IYB) translated and adapted to Palestinian conditions.

® Trainers and consultants trained to utilize the training programmes and to provide
practical in-company follow-up services.

® Business opportunity identification surveys conducted of the areas where the
Chambers selected are operating.

® The Local Enterprise Development Centers established and operating.

4. Activities
® Fielding of a short term consultant to prepare a detailed project proposal in
consultation with the Chambers’ Staff and a resource group of local enterprise
development specialists and NGO representatives.
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® Translation and adaptation of IYB, SYB and other ILO training packages as a
collaborative process between an international consultant and the Chamber’s staff.

®  Training of trainers and consultants by international consultants working closely
with local resource people.

® Implementation of a business opportunity identification survey for the concerned
areas. ‘

® Establishment of the Local Enterprise Development Centers.

S Budget

Immediate:

® A short term consultant to prepare a detailed project proposal to set up a Training

and Consultancy Unit within four Chambers of Commerce.

Longer term.

® A project to strengthen selected four Chambers of Commerce through the
establishment of Local Enterprise Development Centers. Approx. US$ 2,500,000.
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Project Idea 3.A.3: Facilitating Linkages with the Emilia Romagna Industrial District

1. Context

With the prospect of increased access to regional markets there is an urgent need to
enhance the competitiveness of sectors in which Palestine has a comparative advantage. The
Emilia Romagna industrial district in Italy is widely recognized as being a very successful model
for industrial district development through linking up clusters of small scale enterprises in the
same sector (i.e. shoes, food processing, garments etc.) into networks supported by specialized
institutions providing technical, marketing and other types of assistance on a financially viable
basis. A mission from Emilia Romagna recently visited the OT and will prepare a report setting
out their findings and making specific recommendations for applying the Emilia Romagna
concept to the situation in the OT. The project will assist in the launching of a pilot project in
a specific location covering a specific subsector with potential for good results.

2. Immediate Objectives

The competitiveness of an industrial sector with potential comparative advantage through
adaptation of the successful industrial development model which has been developed by the
Emilia Romagna district in Italy.

3. Qutputs

® Key public and private decision makers from the selected region informed of the
Emilia Romagna and other similar models through a study tour.

® A detailed proposal for a specific programme for a specific subsector.

® The programme implemented.

4. Activities

® Implementation of study tour.

® Joint mission by Emilia Romagna specialists and ILO to draw up proposal for
project.
® Implementation of project.

5. Budget ;1

Immediate.

® Study tour and joint programme formulation mission. Approx. USD 80,000.-

Longer term.

® Project to adapt and apply the Emilia Romagna model to a specific region.
Approx. US$ 800,000.
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Project Idea 3.A.4: Creation of productivity awareness and development
of plans for a Tripartite Palestinean Productivity Center

1. Context

Palestinian industry is plagued by low levels of labour and capital productivity and low
product quality. This is in part due to a fragmented domestic market resulting in limited
competitive pressure, but also to lack of managerial skills at all levels of management and an
absence of productivity awareness among the workforce. A tripartite productivity center will be
established with the objective of dissemminating productivity skills and techniques to enterprises
and foster a higher level of productivity awareness among the workforce. This will be achieved
through targeted management training, consultancy services and productivity programmes and
a carefully orchestrated mass media campaign to disseminate productivity concepts (team work,
quality improvement, supervisory practices, waste reduction etc.) to the general work force. To

avoid institutional proliferation it is proposed that initial programmes be lmplemented under the
umbrella of the Small Business Council.

In the longer term a dedicated Productivity Center should be set up as a quasi-government

institution operating on semi commercial principles. The Center will have a tripartite board
composed of representatives from the private sector, labour movement and the government.

2. Immediate Objectives

To increase the productivity and competitiveness of Palestinean industry through the
establishment of a Tripartite Productivity Center which will dissemminate productivity skills and
techniques and raise the awareness of productivity among the general work force.

3. Qutputs

® A national seminar and study tour on productivity implemented as a basis for
developing plans for a national productivity movement initially implemented
through the SBC and in the longer term through a Palestinean Productivity Center
(PPC).

® A PPC established.

4. Activities

® Implement hational seminar and draw up detailed proposals for a PPC.
® Plan an implement study tour for key decision makers and private sector
representatives to visit productivity centers in Europe and Asia.
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cessful productivity center
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5. Budget

Immediate:

e National seminar and study tour. Approx. US$ 90,000.

Longer term.

e Technical assistance to establish the PPC. Approx. US$ 1.2 million.
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Abteilung Internationale Politik Bonn, den 10.Dezember 1993
Wolfgang Weege

Betr.: Unterredung Rudolf Scharping - PLO-Chef Yassir Arafat und
Delegation
08.Dezember 1993, 9.15 Uhr - 10.15 Uhr
Gistehaus der Bundesregierung, Petersberg

Begleitung des SPD-Vorsitzenden:

- Heidemarie Wieczorek-Zeul
- Christoph Zépel

- Karsten D. Voigt

- Hans-Jirgen Wischnewski
- Wolfgang Weege

1. Unter besonderer Erwéhnung seiner friheren Begegnungen mit Heidemarie Wieczorek-
Zeul, Hans-Jurgen Wischnewski und Christoph Zépel wiirdigte Arafat das Engagement

der vielen Freunde in der SPD.
£

Mit dem Dank ftir die bisherige Unterstu ’Lng der SPD verband er die Bitte um verstéarkte
Fortsetzung der Unterstitzung im Hinblick auf die enormen Herausforderungen beim
Aufbau des paldstinensischen Staates.

2. Uber das Gesprach mit BK Kohl und die zugesagte politische und wirtschaftliche Hilfe
duRerte er sich zufrieden (vergl. Punkt 4)

3. Hinsichtlich der israelisch-paléstinensischen Verhandlungen zeigte Arafat sich verhalten
optimistisch, daR die Probleme gel6st werden, wollte sich aber auf den Zeitpunkt nicht
festlegen. Irritiert zeigte er sich Uber die israelische Haltung in der Frage des .
Truppenabzugs ("Was sie vorschlagen, ist kein Abzug, sondermn nur eine Umgruppierung")
und der GréRe des autonomen Gebietes Jericho: "Wollen sie ein Bantustan aus uns
machen?".

Im Widerspruch zu Rabins &éffentlichen AuRerungen, daR das vereinbarte Datum far den
Beginn des Umsetzungsverfahrens (13.Dezember - Beginn des Truppenabzugs) nicht
sakrosankt sei, betonte Arafat die Bedeutung der Einhaltung des Zeitplans als einen
wichtigen Mafstab fiir die Glaubwiirdigkeit des Friedensprozesses im Urteil der
Bevélkerung und in der Auseinandersetzung mit seinen paléstinensischen Gegnern. Er
wies auf die mdgliche Konsequenz der Verzdgerung auch der weiteren Phasen,
einschlieRlich des vorgesehenen Wahltermins, hin.

Dennoch ging Arafat, auf eine Nachfrage Scharpings, von Januar/Februar 1994 als
Zeitpunkt fir seine Ubersiedlung nach Jericho aus. Voraussetzung sei in jedem Fall die
vorherige Installierung der pal&stinensischen Sicherheitskréfte (die z.Z. in Jordanien und
Agypten ausgebildet werden). '

4. Die meiste Zeit verwandte Arafat auf eine eindringliche Darlegung der schwierigen
Finanzlage der PLO ("Ich spreche hier unter Freunden ganz offen") und ihrer politischen
Gefahren fir die Verwirklichung der Autonomie als Keimzelle des neuen
palastinensischen Staates: "Ich stehe mit dem Riicken zur Wand".




Die meisten arabischen Staaten und die Islamische Konferenz hétten ihre Unterstltzung
fur die PLO eingestellt: (Saudi-Arabien und die Golf-Staaten wegen Arafats Haltung im
Golf-Krieg; Libyen und Syrien wegen der Unterzeichnung des Abkommens mit Israel) und
hielten dartiber hinaus die von den Paldstinensem im Lande einbehaltene "PLO-Steuer"
zuriick bzw. unterstiitzten damit die linken (Lybien) und rechten (Kuweit) Gegner des _
Abkommens (AuRenstinde z.B. in Kuweit angeblich 120 Mio Dollar, in Dubai 56 Mio Dollar,

etc.) Arafat: "Uns geht der Atem aus".

Der PLO-Vorsitzende anerkannte die zahlreichen internationalen’ Hilfszusagen, die aber in
der aktuellen Finanzmisere keine Abhilfe brachten, weil sie projektgebunden und damit
erst viel spater wirksam seien. Er beméngelte in diesem Zusammenhang die burokratische
Langsamkeit und unnétig hinderliche Auflagen der z.B. der Weltbank und Nichteinhaltung
von Zusagen. Die politischen Konsequenzen zeigte Arafat an einem konkreten Beispiel
auf: von der EU zugesagte |5 Mio ECU fir die Universitét Bir Zeit seien bis heute nicht
eingegangen. Folge: aus Finanznot miften die Studiengebihren verdoppelt werden; dies
triaf die Masse der minderbemittelten Studenten; Iran bot ihnen Unterstltzung; die
Radikalen gewannen die Wahl zur Studentenvertretung "an unserer Hochburg Bir Zeit".

Arafat kritisierte, daR Israel fur die Unterzeichnung der Vereinbarung von den USA reiche
Belohnung erhalten habe ("Flugzeuge, modeme Waffen, 240 Mio Dollar flr die Kosten
des Truppenriickzugs, Blrgschaften fur I‘O Mrd Dollar"),die PLO als der andere
Unterzeichner hingegen gar nichts. Die USA hétten bislang nicht einmal seiner Bitte um

Freigabe eingefrorener PLO-Gelder engsprochen.

Von ihm, der auch der gewéhite Prasident der Paldstinensischen Nationbehdrde sei,
werde erwartet, binnen kurzer Frist die Maschinerie eines neuen Staates.in Gang zu
bringen und in Gang zu halten, ohne daR die finanziellen Voraussetzungen gegeben
seien. Wie kénne er der Verpflichtung des Abkommens zur Gewahrieistung der Sicherheit
in Jericho und Gaza nachkommen, wenn er fir die z.Z. in Jordanien und Agypten
ausgebildeten Polizisten nicht einmal die Gehélter bezahlen kénne?

Arafat richtete einen eindringlichen Appell an die Européer, schnell finanzielle
Unterstiitzung bereitzustellen, "da sonst nicht sicher ist, ob wir die néchsten zwelf Monate
Uberstehen". Sichtbare Fortschritte seien auch das wirksamste Mittel gegen die radikalen
Gegner des Abkommens. Der PLO-Chef sah die Europ&er nicht nur in einer geschichtlich
begriindeten Mitverantwortung fiir den Frieden; er warnte auch vor einer Balkanisierung a
la Ex-Jugoslawien mit unmittelbaren Folgen fir die Nachbarregion Europa, wenn die
gegenwartige Friedensinitiative scheitere. "Allein kénnen wir es nicht schaffen."

Arafat betonte, daR die erbetene Unterstiitzung weder fiir ihn noch fir die PLO, sondern
den neuen palédstinensichen Staat bestimmt sei. Wenn nicht Zuschisse, solle Europa
Kredite zu Lasten des neuen Staates geben, die dieser aus seinem kinftigen
Steueraufkommen tilge. Wichtig sei allein, dal schnell geholfen werde.

Mehrfach wamte Arafat, der Westen solle ihn nicht behandeln wie Gorbatschow: "viel
versprechen, wenig halten". Er kiindigte fir diesen Fall seinen Rucktritt und die
schonungslose éffentliche Darlegung der Griinde an.

Der SPD-Vorsitzende und die Mitglieder der Gesprachsdelegation sicherten Arafat zu,
sich nachdriicklich um schnelle und wirkungsvolle Unterstitzung zu bemuahen.

Hans-Jiirgen Wischnewski kritisierte die unbefriedigenden Zusagen bei Arafats Besuch.
Bei voller Anerkennung der schwierigen Haushaltslage musse in einer so ungewdhnlichen
Lage durch Umschichtungen Hilfe erméglicht werden. Er habe mit einem Brief an den







o

Kanzler immerhin die Schenkung von zwei dringend benétigten Krankenwagen fur
Jericho erreichen kénnen. Er berichtete femer von seinen Bemihungen gegentber der
EU und seinem Plan einer von der Welthungerhilfe getragenen und dem Femnsehen
unterstiitzten Spendenaktion. Auch die FES solle nach zusétzlichen Méglichkeiten

suchen.

v

Er regte femer Uberlegungen an, wie unsere Beziehungen zu den Golf-Staaten, Kuweit
und Saudi-Arabien genutzt werden kénnten, um sie im eigenen Interesse zur Aufrgabe
ihrer finanziellen Zurtickhaltung gegeniber der PLO zu veranlassen. Vor allem musse die
Bundesregierung regelmaRig im Parlament gefragt werden, was sie getan habe.

Scharping erklarte seine Bereitschaft, sich bei der SPE-Parteiftinrerkonferenz mit Jacques
Delors, Willy Claes, Felipe Gonzalez u.a. in Arafats Sinn zu verwenden sowie ggf. einen
Brief an den Kanzler zu schreiben.

Die SPD-Delegationsmitglieder kamen Uberein zu prifen, ob tber die Europaische
Investitionsbank (Wolfgang Roth) oder ggf. durch private Banken unverzuglich
Bereitstellung von Krediten mit Absicherung durch Burgschaften der EU und/oder ihrer
Mitgliedstaaten erreicht werden kann. Weiter wollen sie sich dafir einsetzen, daf die
Erhebung israelischer Zélle auf Warenlieferungen in die paléstinensischen Gebiete

beendet wird. 5

Der SPD-Vorsitzende bekréftigte den Willen der SPD, sich auf nationaler und
européischer Ebene sowie im Rahmen der Sl energisch dafur einzusetzen, dal die
historische Chance dieses Friedensprozesses nicht an wirtschaftlichen Unzulénglichkeiten

scheitert.

Zum AbschluR des in freundschaftlicher Atmosphére geftihrten Gesprachs gingen Arafat
und Scharping davon aus, daf ihre néchste Begegnung in Jericho stattfinden werde.
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Yair Hirschfeld

RAMAT YISHAI, 30095

P.0.B. 596 December 1, 1993

Dear Stanley,

I would like to sum up the main conclusions of our last meeting of November
28, 1993:

1. The Clinton-Administration faces today a historic challenge of great
magnitude: to create peace and stability for the Middle East. The key factor
in this endeavour will be to convince President Assad of Syria to take the
road to peace.

2. Following your talks in Damascus it is our view that a four stage
approach should be adopted:

a) The First Stage: Confidence Building
in this stage you should lead an American-Syrian dialogue (fully
coordinated with us) in preparation of a Clinton-Assad meeting.

b) The Second Stage: Policy Planning
in this stage a simultaneous and confidential
US-Syrian and US-Israeli dialogue related to the preparation of
a Clinton-Plan for a Syrian-Israeli Peace will be held.

c) The Third Stage: Consensus Finding
a confidential US-Syrian-Israeli dialogue will be held
(preferentially in the USA):

d) The Fourth Stage: Breakthrough
after a US-Syrian-Israeli confidential agreement: Announcement
and implementation of the Clinton-Plan leading to the signing of an
Israeli-Syrian Peace Agreement.

3. You should present the above outlined Four-Stage Approach as your own
concept and discuss it with Clinton and with Hillary and elaborate on the
political and historical benefits of this approach for a major role of
Clinton, indicating that progress between Israel and Syria, achieved
under Clinton's leadership, will stabilize the Israeli-Palestinian
agreement, will enable King Husayn to sign and implement an
Israeli-Jordanian peace agreement and will lead the way to the signing of
an Israeli-Lebanese Treaty of Peace.

It may be useful to explain to Clinton and Hillary that the proposed
Four-Stage Approach emerged in your talks in Damascus and Jerusalem.

4. For the First Stage of Confidence Building the following measures
should be envisaged:



a) In preparation of a Clinton-Assad meeting, Assad will be
asked to agree to the three following conditions:
i. Assad will announce the need to put an end to
terror activities in Lebanon.

ii. Assad will be asked to make public his private statement
to you, namely that in return for full Israeli withdrawal
Syria will establish full diplomatic and trade relations
with Israel and a programme of normalization of relations
in all spheres of life will be implemented;

iii. Assad will be asked to agree confidentially to agree
to the proposed Four Stage Approach (which should be
presented to him as an American concession to him).

b) Following the Clinton-Assad meeting the Lebanese and Syrian armies
will take practical and effective measures to disarm the
Hizbollah in Lebanon;
in return the American Government will say publicly that
Syria is playing a constructive role in Lebanon.

5. It is important that you will be personally instrumental in preparing
the Clinton-Assad meeting.

6. I am planning to go to the USA on December 16, and could meet you
on December 17, either in New York or in Washington. In case we shall
obtain clearing herefore a private meeting with you and Hillary may
be useful.

Best regards

Yair Hirschfeld
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This was the fourth meetlng of the Regional Economic Development
Working Group. The dlSCUSSthS focussed on cooperation perspec-—
tlves for the Middle East region and on development activities
in spec1ric sectors-|46 delegatlons, comprising regional and
extri-regional partles took part in the talks.

The discussions were constructive friendly and forward-looking.
The
ideas put forward at prev1ous meetings into .concrete initiatives
to re¢’ec* the new context marked by the signature of the
Israeli/PLO Declaratlon of Principles on 13 September.

oup recognised. that the time had come to begin to transform

~4

The group drew up an Actlon Plan covering tne following sectors:

A

—

Communications and t*anspor
Enerxqgy:’

Tourism; ‘
Agriculture;
Financial markets: and investnment:
Trade; '
Training:
Networks: !
Bikliography. i

wide range of Drerea51b1 ity studies, workshops and missions
are planned for 1994, includings: :

a nrePeaSLbllley s*udy of a road llnklng agaba, Eilat and
Egypt:

an engineerxing s_udy for a road linking Amman, Jericho and
Jerusalemn;

a study on electr1c1ty grid interconnection:

a confaerence on: flnanclal markets;

a series of initiatives on training, including an "Educat-
ing Workforce 2000 - Sympeosium on education®:

F study on reglonal cooperation 1in trade of goods and
services. |

common projects !involving the media, universities and

mun;czpalltles.
e , ]

Emphasis was laid on [private sector involvement to stimulate
investment. In order to facilitate the quick implementation of
the 2Action Dlan, the European Community has allocated 8 MECUs

($9.2

| million) for progect preparation, workshons and technical

assisitance.

i

- ‘ l . .
The Copenhagen Action Plan prepared by the group 1s attached.
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ANNEX
| :
REGIONAL ECONOMIC DEVELOPMENT WORKING GROUP
COPENHAGEN ACTION PLAN, NOVEHBER 1993
l .
Sponsoxr §__1_§El ' Ve ate
i

COHHU?ICAIIONS AND TRANSPORT
|

1. France/EC Workshob of transport

ofr**ials from the region . 1st half 94
2. EC Reglonal workshops on technlcal
problems of t*ansport and :
ccmmuanat‘ons : 1994
3. EC Engineering study, road from
Amman - to Jericho to Jerusalem 1l/94 onwards
4. EC Prefeas;bll ty study, road from
Agaba-Eilat to Egypt _ 1/94 onwards
5. EC Workshoé of civil aviation
officials i mid 94[
ENERGY 1 | :
6. ECY/Austria Study of electricity grid (.
| lnterco?nec+lon ; 6/94
7. EClAustria ‘Workshoo on electricity
lnterconnectlon plannlng ( : S/94
8. EC Review of existing studies of
hydro-electrical power plant cn{
the Dead Sea-Red Sea and ;
Medlterranean : 2nd gtx 94
9. Italy PrefeaSLblllty study of Lgypt/
Gaza pipeline . _ 1994
TOURISM }
| f
10. Japan Workshop on regional tourism, Cairo, 2/94
- including provision of Japanese
small and medium enterprise -
policy experlence : |
1l. EC/US Workshcp of European and American

tour operators and regional tour
officiails in conjunction with
above E : Cairo, 2/94 ;

|
|
|
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|
|
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l2.Switzerland Regional training in hotel manaqe—

AGRI TURE

13. Spain

l4. EC

15. EC

FINANCIAL MARKETS AND FNVESTHENT

16. UK

|

17. UK

18. Ec

19. EC/
Sw%tzerland

|

TRADE

20. Germany

21. Germany

22.: EC/
Switzerland

TRAITING

23. TS

24. US
25. US

26. US

ment and tourism in association /
with the private sectar 1394
l
I
Study on agricultural develonment
in the reglon (food self- :
sufflczency and regional trade) 2nd gtx 94
MlSSlon,to identify areas of
veterinary medicine networks in
animal health and livestock :
merovement joint vaccznatlon end 93
Pr0jectLor1ented “orkshop of
senior vete*znary officials : 2nd gtxr 94
Confere%ce on financial marXets London, 4/94
Study on greater cooperatlon
among. swockmarkets ;
Workshop on the business, legal
and regulatory environment for
the prlwate sector : 2nd gtz 94
Eurooean and regional business
conference to promote }Olnt
ventures - Region, end 94
|
i
Cod
Study on --glonal cooperation
in trade of goods and se*v1ces 1/94
Follow—up study to above 94
Workshop on the administrative
simplifiication of the movement
of goods 1st gtxr 94
|
Reglonah business develonment
round - eable ‘ us, 1/94
"Vducatlng Workforce 2000:
a reglﬂnal symposium on educatlon" Uus, 6/94
Regional seminar on animal health
in the Middle East Region, 4/94

Regional workshop on water
manaqement systems in conjunction

with tﬁe Water Working Group {Us, Spring 94
\
|




27. Garmany

28. India

29. Germany

30. World Bank

NETWORKS
31. EC
32. EC
33. EC
BIBLIOGRAPHY

34. Canada

35. Canada

and technlcal training in the

Study Jr vocational education
Region | /

Prefeaélblllty study for a
tecnn;cal centre in Gaza and
Jerlcho to create trainers for
the reglcn '

Workshop based on results of
above study

Network of regional tralnlng
institutes organised by LDI

Workshgp on EC and regional’
cooperatlon amongst .
municipalities

Workshop on EC and regiocnal
cooperadtion amongst unlverSLtles

Workshep on EC and regional .
coope*ﬁtlon amongst media

i
|
[

Updated review of the llterature
on economic cooperation in uhe
Mlddle’East

Possibﬁe inter-sessional
activi?y based on above

1
]
|
|
|

|
|
|
|

“I994¢ |

1994
2nd half 94

1994

Cairo, 12/93
Cairo, 12/93 !t

1994

2nd gtr 94

1994



S I ASE

The European Community has agreed to make available with
immedilate effect 8 million ECUs (US$ 9.20 million) for
feasibility and engineering studies, seminars and workshops, and
technilcal assistance in order to help the process of reglional

|

cooperation in the Middle East.

Studies will be unde:-l'ta}cen by the EC to prepare bankable
projects, particularly Ifor economic lnfrastructure.

|

Most important among 'thiese will Dbe:
l L

- study on electrlcﬂty grid interconnection:

- Engineering study for a road linking Amman-Jericho-
Jerusalem’ ! ,

= Prefeasibility study of road linking Agaba-Eilat-Egypt:

- Workshop on the administrative simplification of the trans-

border movement oOf goods.
|

Projects identified by |these studies could be co-financed from
funds | available in the framework of the the Community’s
Mediterranean policy. 1.4 billiom ECUs (1.6 ‘billion $) of long—
term loans are presently available in this context.
This announcement duri;l'xg the meeting of the Regional Economic
Development Working Group reflects the Community’s efforts <TO
move to more concrete |activity in line with the Commission’s
communication on "Future Relations and Cooperation between the
Commur:Tity and the Middle East”.

The Commission’s cOm’nunication said that peace will be
sustainable in the Middle East if the peace agreements, once
concluded, are followed by a long-term cooperation process,
building among the regional parties habits' of cooperation and
promoting the gradual |creaticn of institutional arrangements.
This process could lead|them aleong a path such as Europe followed
in the 1950s starting vT'itb. +he Coal and Steel Community.

The C#onmunity’s progr'amme forms a substantial part of <the
Copenhagen Action Plan gwhicn was drawn up by the Working Group.-
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m'rnzc; OF THE REGTIONAI, ECONOMIC DEVELOPMENT WORKING GRCUP
8—9 NOVEMBER 1993, COPENHAGEN

CONCLUSICNS ESTABLISHED UNDER THE CHATR‘S AUTHORITY

The fourth meeting of the Regional Economic Development Working
Group tock place in Copenhagen on 8-9 November 1593. The
delegations participated actively and constructively in the
discussions.

The group welcomed the historic turming point marked by signature
of the Israeli-PLO Declaraticn of Principles and the agreement
reached between Israel and Jordan on an agenda for negotiations.
They constitute a breakthrough on the way to a comprehensive,
just and lasting peace in the re=gion and give new impetus to ths
multilateral framework. The bilateral and multilateral tracks
should continue to be mutually reinforcing. :

Participants recognised that the time had come to accelerate the
work of the group. They welcomed the efforts made to start. the
process of +transforming the ideas put Zforward at previous
meetings into concrete initiatives. '

The group agreed that Syria and Lebanon have an important part
to play in the work of the group and can Dbenefit from it. It
hoped therefore that they would very soon decide to participate.
Meanwhile, the Chair will undertake to keep them closely informed
O progress.

1. Regional cooperation perspectives |

There was a broad convergence of views on regicnal cooperation
persvectives. The group stressed that no party or parties in the
region should be disadvantaged by cocperation. A gradual approach
was needed to build up confidence, backed up by =2 long—term
vision of what the regiocnal parties themselves wished to achieve.
Existing regional institutions and facilities should be used
where appropriate to support these efforts. Extermal public
financing would be needed to help overcome problems and private
sector involvement is critical to stimulate Iinvestment. The
removal of regulatory and other constraints on the flow of
economic resources in the region was recognised as an urgent
priority. Dialogue among regiomal and extra regional parties to
“hat end was essential. The US will facilitate an informal sTudy
group of regiomal parties to discuss these issues.

2 Cocoperation in specific sectors

The group heard reports on:

- Communications and transport (France) |
The French delegation présented the group with a summary of its |

Transport Sector Review, covering a wide range of sub-sectors.
I+ contains a series of useful proposals for the Iinter-linking |



of the national transport systems (hardware) and Lor regulatory
improvements {software).

The French delegation will convene a workshop of <Transport
officials from the region to identify future prioriciles.

- Energy (EC)

The EC and Austria reported initiatives to examine the regional
interconnection of electricity grids which will be followed up
by a workshep on intexrconnection planning. The EC also suggested
that the studies of a hydro-electrical power plant on the Dead
Sea-Red Sea and Mediterranean be thoroughly re—examined prior to
the next meeting, taking all aspects into consideration.

Italy offered to undertake a preféasibility study of an Egvpt-
Gaza gas pipeline.

- Tourism (Japan)

The Japanese delegation presented the state of play on its work
on tourism. They stressed the bemefits of developing ragional
tourism and fostering regicnal cooperaticn 1n such areas as
software, infrastructure, local handicraft industries and
regulations.

The group welcomed the Japanese proposal to organise a workshop
in Egypt in February 1994 to promote regional cooperaticn
(government and private sector) in these areas. The EC and US
proposed to hold a seminar of their tour Operators, in
conjunction with the Japanese initiative, with the aim of
promoting tourism to the region in the future.

Switzerland expressed willingness to provide training in hotel
management and tourism.

— Agriculture (Spain)

The Spanish delegation reported the <results of two expertc
missions to the region, focussing on agriculture in arid areas,
agricultural training and food processing. A study will Dbe
submitted tco the next meeting of the group identifying
possibilities for agricultural development in the region. It will
pay particular attention to food self-sufficiency and regional
trade.

The Eurcopean Commission will target veterinary issues. A mission
will proceed before the end of this year to ildentify areas of
veterinary medicine, animal health and livestock improvement for
collaborative networks and projects for joint vaccination and
other disease contrcl systems. Project preparation will include
‘a workshop of senicr veterinary officials to finalise proposals.

- Financial markets and investment (UK)
The UK will host a conference con financial markets in London in

April 1994 and undertake a study of the potential for greater
cooperation among Stock markets in the region. Other areas



identified for further work are:- the development of the banking
sector 1n the OTs; reviews of banking legislation and accounting
standards; the tax treatment of inccme on capital: cbstacles to
financial integration posed by exchange controls: financial
mechanisms for fracilitating trade; and the role of regional
financial institutions.

- Trade (Germany)

The German delegatlon gave a brief status report on its study
concerning the contribution of regional cooperation in trade of
goocds and services. It expected to complete this report Dby
January 1594. The EC proposed %“o organise a workshop on the
administrative simplification of the movement of goods.

— Training (US)

The US delegation provided a progress report on its training
initiative, describing two completed activities (public
admninistration training for ©Palestinians and a .. regional
agriculture seminar) and four new planned regiocnal activities,

namely a business development Tound table, a symposium on
education, a seminar on animal health and a workshop on water
management systems. Several other delegaticns, including India,
‘Germany, Canada, Ireland, the UK, the UN, and the World Bank
described their respective training activities and intentions.

- Networks (EC)

The EC reported progress on the establishment of urban and
university cocperation networks bringing together institutions
in Egypt. Jordan, Israel and t-> Cccrpied Territories. These two
networks will be launched in a conference in Cairc in December
1993. Other networks for media cooperation are in preparation.

~ Institutions, sectors and principles (Egypt)

The Egyptian delegation expressed its Dbelief that the
institutional framework for regional economic cooperation is a
topic for reflection and discussion. The inclusion of Syria and
Lebanon would make a positive contribution to this discussion.
An in-depth discussion on this issue would be userful.

— Bibliography (Canada)

The Canadian delegation reported +that work is proceeding on an
updated version Of the Review of the Literature on Economic
Cooperation and Integration in the Middle East. The updated
blnlﬂoq*anny =8 expected to be available for distribution at the
next meeting. It may also serve as a basis for inter-sessional
activity.

<cOcCo

The group welcomed the significant progress made since its last
meeting in Rome and' supported the follow—up action indicated. It
was further suggested that the work done so far should contribute
to further action, both by the private and public sector.



Attached herewith is a list of the group‘s Action Plan. Iln order
to facilitate the quick implementation.ocf the action Plan, the
EC has set aside 8 mecus ($9.2 million) in 1994 for project
preparation, workshops and technical assistance.

3« Recent developments in the Occupied Territories

The Palestinian delegation made an introductory presentation on
the opportunities provided by the new context and also identified
some of the concomitant concerms. The group heard a report Irom
the Norwegian FAFO Institute on econonic data on living
conditions in the Cccupied Territories.

Norway (in its capacity as chair) gave a report on the outcome
of the Ifirst Ad Hoc Liaison Committee meeting in Paris on 5
November.

The group took formal receipt of the report commissioned by it
from the World Bank on the economy of the Occupied Territories
and heard of the World Bank‘s progress in identifying an action
programme for early implementation. The group commended the
excellent contribution made by the World Bank to its work.

4. Future work of the qrbup

The group welcomed the action—oriented focus developing 1n its
work. It noted that clear guidance was needed from the regiomnal
parties themselves on their priorities and interests before
technical work began. An evaluation of prospects for the
mobilisation of the capital required to invest in projects was
alsc needed gquickly, taking account of existing regional
institutions and facilities and private sector resources. The
idea of a World Bank Trust Fund was mentioned. The governments
of the region should be given adeguate time to consider the
results of the variocus studies undertaken before these were
presented formally to the working group.

The Chair noted the expressed need for coordination and
transparency of all activities undertaken in the context of
regional cooperation. At this juncture the REDWG sessions provide
the best forum for that purpose and the agenda of future meetings
will be duly adapted to take this into consideration, including
through a progress report from the Chair on inter-sessional
activity.

5. Arrangements for the next meeting

The group wWill recommend +to the Steering Group that 1ts next
meeting be held in the first/second quarter of 1994. The group
took note of the offers of Germany and Morocco to host the
meeting. A decision will be taken by the Steering Group. The co-—
sponsors indicated that they would continue to promote regicnal
venues.
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REGIONAI. ECONOMIC DEVELOPMENT WORKING GROUP

COPENHAGEN ACTION PLAN, NOVEMBER 1993

Sponsor

Subject

CCMMUNICATIONS AND TRANSPORT

1. France/EC

2. EC

ENERGY

6. EC/Austria
7. EC/Austria
X 8. EC

9. Italy

TOURISH

10. Japan

11. EC/US

Workshop of transport
officials from the region

Regional workshops on technical
problems of transpoert and
communications

Engineering study, road from
Amman to Jericho to Jerusalem

Prefeasibility study, rocad from
Agaba-Ellat to Egypt

Workshop of civil aviation
officials

Study of electricity grid
interconnection

Workshop on electricity
interconnection planning

Review of existing studies of
hydro—-electxical power plant on
the Dead Sea-Red Sea and
Mediterranean

Prefeasibility study of Egypt/
Gaza pipeline

Workshop on regiomal tourism,
including provision of Japanese
small and medium enterprise
policy experience

Workshop of European and American

tour operators and regional tour
officials in conjunction with
above

" 1st half 94

1994
1/94 onwards
1/94 onwards

mid 94

6/94

3/94

2nd qtr 94

1994

Cairo, 2/94

Cairo, 2/94



12.Switzerland Regional training in hotel manage—
ment and tourism in assoclation
with the private sector 1994

P
- S

AGRICUOLTURE

13. Spain Study on agr’ tural development
in the region (food self- . .
sufficiency and regional trade) Z2nd gt 94

14. EC Mission to identify areas of
veterinary medicine networks in
animal health and livestock .
jmprovement, ]Olnt vaccination end 93

15. EC PrOJect—orlented workshop of
senior veterinary officials 2nd gtr 94

FINANCIAL HARKETS AND INVESTHENT

16. UK Conference on financial markets London, 4/94
17. UK Study on greatef cooperation
among stockmarkets
18. EC Workshop on the business, legal
and requlatory environment for
the private sector 2nd gtr 94
19. EC/ Eurcopean and regional business .
Switzerland conference to promote joint
ventures Region, end 94
TRADE
20. Germany Suudy on regional caocoperation |
in trade of goods and services 1/94 |
21. Germany Follow-up study to above 94
22. EC/ Workshop on the administrative
Sswitzerland simplification of the movement
of goods 1st gtr 24
TRAINING
23. Us Regional business development
round table Us, 1/94
24. US "7ducat‘ng Workforce 20003
a regional symposium on education™ US, 6/94
- 25. US Regional seminar on animal health
in the Middle East Region, 4/94
26. US Regional workshop on water

_ management systems in conjunction
with the Water Working Group US, Spring 94
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I TS

27 . Germany

28. India

29. Germany
30.
NETWORKS
31. EC

32. EC

33. EC

BIBLIOGRAPHY

34. Canada

35. Canada

World Bank

study of vocational education
and technical training in the
Region

Prefeasibility study for a
+echnical centre in Gaza and
Jericho to create trainers for
the region

Workshop based on results of
above study

Network of regional training
institutes organised by EDI

Workshop on EC and regional
cooperation amongst
municipalities

Workshop on EC and regional
cooperation amongst universities

Workshop on EC and regional
cooperation amongst media

Updated review of the literature
on economic cooperation in the
Middle East

DPossible inter—sessicnal

" activity based on above

1994

1994
2nd half %4

1994

Caixo, 12/93

Caire, 12/93
1994

2nd gtr S4
1994
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Palestinian Elections
Results of a Public Opinion Poll # 2
(November 1993)

" The Center for Palestine Research and Studies (CPRS) has. so far,

conducted two public opinion polls on the proposed Palestinian elections.
The results of the first poll were released on the 20th of October, 1993, and
were published in Jocal and international newspapers. The response to the
first poll was overwhelmingly positive.

Therefore, CPRS has decided to continue an ongoing research project on
Palestinian elcctions. A public opinion poll on the topic will be conducted
each month until the proposed elections’ date (the 13th of July as mentioned
in the Palestinian - Israeli Declaration of Principles).

These are the results of the second public opinion poll that has been
conducted in the West Bank and Gaza on the 11th of November, 1993. A
random sample of 1855 Palestinians, over the age of 18, were interviewed,
The sample was mmade
to represent all residential areas (i.e., city, town, village and refugee camp).
Age and sex were also considered.

The interviews were conducted on a face-to-face basis in West Bank major
towns (Jerusalem. Hcbron, Bethlehem. Ramallah, Nablus, Jericho, Tulkarm,
Qalgilya and Jenin). In Gaza, interviews were conducted in the following
areas: Al-Shati', Khan Yunis, Rafah (town and refugee camp), Al-Breig
refugee camp, Beit Lahia village, Al-Zaytoun, Al-Shuja'iyah, Al-Rimal,
Qararah village and Jabalya village.

Fifty four well-trained field workers were instructed to visit areas that attract
all of the society's groups and strata. These areas included, among others,
bus/car stations that lead to villages and refugee camps, main markets, city
centers, hospital entrances, ..etc. :

1171 questionnaire were received from the West Bank. and 684 were
received from Gaza. The margin of error for this study is plus or minus 1%,
with a confidence level of 99%.

For further information, please contact Dr. Nader Sa'id at the Center for
Palestine Research and Studies. Tel.# 380383 - Tel. & Fax # 380384.
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Methodology

CPRS researchers are constantly trying to refine and improve the validity of the research
methodology and the reliability of the collected data. For these purposcs, the sample size was
raised from 1259 to 1855. This has resuited in a higher confidence level and a lower margin
of error.

Moreover, more female data collectors were hired to ensure the representation of women in
the sample. They were instructed to visit public institutions that attract women.

Furthermore, the majority of our data collectors participated in an intensive workshop where
the goals of the poll were discussed. They were also lectured on survey methods, scientific
research, field work, and sampling.

Data collectors worked in groups supervised by qualified researchers. CPRS researchers made
random visits to interview stations and discussed the research process with data coilectors. All
interviews took place on the same day.

Limitations

A poll, such as this one, may have a number of limitations. Errors may have resulted as a
consequence of surveying only a random sample, and not the complete population. Errors may
also have resulted from non-response which is estimated at 10%. Women comprised the
majority of non-respondents. Others refused to respond because they believed that their
opinions were irrelevant and were not taken into account when making decisions. A number
of non-respondents explained their position as a statement against Palestinian - Israeli
agreements.

The reader must also be reminded that 23.5% of those who responded identified themselves
as "independents” or "others”. Some of them said that they "gave up” on Palestinian politics.
Others havc "negative" views of Palestinian - Israeli negotiations, but did not identify
themselves as part of the opposition groups.

We must also note that one more choice was added to the original choices in question # 5 after
the data analysis. This addition has resulted from the fact that 16.4% of the sample chose
“others" as their answer. It was clear that a pattern was appearing; 10.8% (out of the 16.5%)
specified their answer as "competence”.

Sample Distribution
(Expressed as a % of the total sample)

Geographical Distribution Area of Residence
63%  West Bank "including Jerusalem” 46.5% Town
37% Gaza Strip 30.3% Villages

23.2% Refugee Camps
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Conz...Sample Distribution TS
Gender Age
60%  males 48.2% 18-128
40% females 31.2% 29-39

\ 14.4% 40 - 50

- 6.2% Over than 50

Occupation ~N_
12.2% Laborers 11.4% Merchants
7.4% Craftsmen 11.3% Students
12.2% Housewives 1.8% Farmers
29.8% Employees 8.0% Specialists
5.5% Unemployed 0.4% Retired
Education
2.39% No education 20.7% Two-year college 9
20.8% Up to 9 years 24.7% Bachelors e
29.2% 10-13 years 2.3% Masters & PHDs
Marital Status Refugee Status ‘
35.0% Single 49% Refugee ¥
64.4% Married 51% Non-refugee L
0.6% Divorced & Widowed
Place of Interview
8.7% Nablus 3.9%  Ramallah 03.2% Qalgiia
7.2% Jenin 57%  Bethlehem 19.1% Gaza/North
6.8% Tulkarm 10.1% Jerusalem 04.5% Gaza/Middle
1.7% Jericho 10.8% Hebron 13.3% Gaza/South

Remarks

>

The findings of this poll must be placed In their proper context. Our field workers bave
\ reported that there s still a preat deal of ambiguity about the elections, There are also doubts

about the possibility of an elcctions taking place, and about their "fairness". At the time of the

poll, emotions Were running high, as a result of the widespread iolepce and _settlers’
provocations in the area. People were also becoming impatient and frustrated with the "no-
h oe =

\",‘/-’.—/'_"
change™ situation 01 the ground.

w

The findings of the present poll confirm many of the results obtained in the previous poll. The
majority of Palestinians (73%) believe that the best means tO choose the members of the
Palestinian Interim Council is general elections. Tn this respect, W€ notice that there are
differences between the West Bank and Gaza. More respondents, i the West Bank (18%) trust
thc PLO to appoint the members of the Interim Council, with 70.7% of them preferring general
elections. In contrast, more Gazans (777 for general elections as the bes o choose
the members of the Interim Council, and less of them (10.8) prefer appointment by the PLO.

~ Regarding participation in the elections, 72.9% of West Bankers and only 62.2% of Gazans ’
declared that they will participate. The discrepancy between attitudes towards elections and

3



attitudes towards participation in Gaza could be explained by a higher percentage of respondents
who support the opposition groups (in Gaza 33.1%: in the West Bank 29.6%). Soggé}b,ese
SUppOrters exf eir opposition to the Palestinian - Israeli Agreement by insisting on an
elections (a democratic means), WIIIC refusing to participate in an elections that has resulted from
an agreement which they have rejected. We must remind the reader that our previous poll
showed widespread doubts among Gazans about the fairness of the elections. 28.6% of them
think that the elections will be fair, while 32.2% said that it wiil be unfair, and 39% said that
it will be somewhat fair. In the West Bank 44.3% said that the elections will be fair, and 21.6%
said that it will be unfair, and 35.9% said it will be somewhat fair.

As to the rights of the opposition under a Palestinian government, the majority of Palestinians
(72.3%) sammegmmm]m»ﬁ/_\r—mc opposition groups to exist and
to express themselves. Here, we notice that there is a gap between Gaza and the West Bank.
59.2% of Gazans said "yes" to the rights of the opposition. while 79.8% of West Bankers said
“Jes". This could be explained by the ironic fact that a higher percentage of opposition
supporiers "do bt think that a DPalestinian govermment must guarantee the rights of the
opposition”. This could be an expression of an opposition to the Palestinian - Israeli agreements
and the ensuing arrangements (i.e., elections, government "assuming that it will be led by the
present PLO  leadership”). Opposition supporters may also be expressing their fear that
government will not in fact guarantee the rights of the opposition.

To Palestinians, the most important factor that they will refer to when choosing the members of
the Palestinian Interim Council, is the role of the candidate in national struggle (33.9%). This
was the first choice of Fateh supporters, who comprised the largest single group in the sample
(41.3%). Academic credentials (21.5%) and "competence” (10.8%) were also important factors.
Some Palestinians considered religiosity (15.4%) as an important factor. It is surprising to find
out that only 11.2% and 1.5% consider political affiliation and family allegiances as important
factors.

The responses to the question on political systems show that the majority of Palestinians (58.1%)
prefer a democratic system where all politival groups are represented (73.7% if we add those
who chose an Israeli parliamentary system). 18.79% chose an [slamic political system governed
by one Islamic party. Fewer Palestinians chose a political system that is similar to "Arab
governments".

When we compare the results of this poll with those of our previous polls, we notice that there
is a small decline in the popularity of Fateh (45.6% on September 10, and 41.3% on November
{1). At the same time, there is an increase in the popularity of the major opposition groups
(Hamas, PFLP and DFLP) (refer to the enclosed chart). This may be due to the unstable situation
in the Occupied Territories, and to "unfulfilled” political economic expectations after the signing
of the "Declaration of Principles”.

Finally, it is suggested that the results of this poll should be trcated in broad terms so as to foster
understanding of Palestinian views regarding elections and other important issues. The reader
must also remember that the process of attitude - formation is an ongoing one. It is also
important to note that there are gaps between "what people say” and "what people mean", and
between "attitude" and "behavior”.
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"Palestinian Elections I1"

Results of a Public Opinion Poll
11 November, 1993

1. m your opinion. what is the best way to choose the members of

the "Palestinian Council” of the Palestinian Interim Self-
Government Authority?

West Bank West Bank Gaza

& Gaza
a) Appointment by PLO leadership 15.4% 18.0% 10.8%
b) Appointment by political groups 06.3% 06.7% 05.5%
¢) Political elections 73.0% 70.7% 77.0%
d) Others 05.3% 04.6% 06.7%

2. wil you participate in the elections for the "Palestinian Council”
of the Palestinian Interim Self-Government Authority?

a) Yes 69.0% 72.9% 62.2%
b) No 15..3% 11.3% 22.2%
¢) Not sure 15.7% 15.8% 15.6%

3. If elections were to be held today, vou will vote for candidates
affiliated with:

a) Hamas [14.6% 12.8% 17.7%
b) PFLP \09.0% 06.8% 12.7%
c) Fateh 41.3% 40.6% 42.5%
d) Feda (Abed Rabo) 03.0% 03.9% 01.5%
e) DFLP (Hawatmeh) 02.3% 03.5% 00.3%
f) Hizb El-Sha'b 03.0% 04.3% 00.7%
g) Islamic Jihad 03.3% 03.8% 02.4%
h) Independents 093% 10.8% 06.9%
i) Others 14.2% 13.5% 15.3%

i B2271828 F.G
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Cont... Results

4. Do you believe that a Palestinian government, when established,

must guarantee the right of the opposition groups to exist and to
freely express themselves?.

a) Yes 72.3%  79.8% 59.2%
b) No 11.2%  08.4% 16.1%
¢) Not sure 16.5% 11.8% 24.7%

5. When voting for candidates in the elections, the most important
factor that I will take into consideration is:

a) Family allegiance 0L5% 0L.7% 01.4%
b) Religiosity of candidate 154% 13.8% 18.3%
c) Academic credentials 21.5% 22.9% 18.9%
d) Role in national struggle 332.9% 35.8% 30.6%
e) Political affiliation 11.2% 09.9% 13.5%
f) "Competence” 10.8% 10.0% 12.3%
g) Others 05.7% 05.9% 05.0%

6. If a Palestinian State is to be established, T will choose a political
system that is:

a) Democratic, where all 58.1% 58.4% 57.7%
political groups are
represented.

b) Islamic (one-party system) 18.7% 18.8% 18.5%

¢) Presidential, similar to (3.4% 03.7% 02.9%
most Arab countries.

d) Similar to the Isracli 15.6% 15.3% 16.2%
parliamentary system,

e) Others 04.2% 03.8% 04.7%
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Cross Tabulation Between
Political Affiliation and the
Questions of the Poll

1. m your opinion, the best way to choose the members of the "Palestinian
Council” of the Palestinian Interim Self-Government Authority is:

2. will you participate in the General Elections to form a "Palestinian Council" for
the Palestinian Interim Self-Government Authority?

*‘
1 i’LO Ieadershlp' bo’_liﬁcﬂ] '_f:»a,clti_:m.sf ' _‘élgcﬁio‘n'si_i* S
1.5% 09.2% 80.9% 08.4%
3.1% 15.1% T1.7% 10.1% 1
32.3% 03.3% 63.3% 01.1% \
21.8% 03.7% 74.5% - !
-- 14.2% 81.0% 04.8%
03.7% 09.3% 87.0% -

03.4% 10.3% 84.5% 01.8%

03.7% 06.8% 86.4% 03.1%
04.8% 03.2% 75.9% 16.1% |
\

g et N L Not sure :
55.3% 25.4% 19.3%
43.8% 34.6% 21.6%
84.0% 05.1% 10.9%
| 85.1% 01.9% 13.0%
| 'DF’L’P (Hawazmeh): if 74.4% 12.8% 12.8%
ai6"H125"£1-sna i 88.9% 05.6% 05.5%
7. Tslamic Jihad © 62.0% 12.1% 25.9%
8 Independents 1+ 63.5% 07.8% 28.7%
9, Others’ 1 i 51.6% 2.3% 16.1%
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Cont... Cross Tabulation

3. Do you believe that a Palestinian government, when established, must guarantee
the right of the opposition groups to exist and to freely express themselves?

| Notsuwre
19.7%
14.3%
13.6%
13.0%
07.1%
15.1%
13.6%
24.0%
21.8%

|
|
|

4, Feda (Abed Raboh) 81.4%

4
S
6. Hizb EL-Sha’ e 75.5%
7 Islamic Jihad
8 L
9

8. Independents

4. When voting for candidates in the elections, the most important factor that I will
take into consideration is:

| Religlosity | Academic | Rolein | Political | competence '| Others

Wob | credential | vational | amlation | i

R andigates S rugles)

A Hamas | - 63.7% 08.6% | 105% | 07.4% 05.8% 04.0%
2oPRLP. ] 01.3% 01.2% 17.8% 38.0% 29.4% 07.4% 04.9%

oFaeh | 02.6% 03.3% 27.1% 45.5% 11.9% 05.7% 03.9%

4, Fedd oo - 01.9% 29.6% 37.0% 13.0% 11.1% 07.4%

SDELP ] 02.4% 02.4% 23.8% 40.5% 23.8% 04.3% 02.8%

6. HSha'b| 02.0% 02.0% 40.0% 26.0% 20.0% 06.0% 04.0%

7, L.Jihad - - 72.8% 03.4% 06.8% 10.2% 04.1% 02.7%
"""""" 09.1% 26.2% 39.0% 02.5% 18.6% 04.6%
9. Others | 02.0% 09.9% 16.2% 24.9% 04.3% 36.3% 06.4%

[t



Cont...

Cross Tabulation

5. ra Palestinian State is to be established. I will choose a political system that is;

..... Similar t to the -
Slmllar to miost - Tstaeli S L
Amb conn_tri_csl Parhamentarv
Care renresented sysfem.
19 7/ 71Ny niag N7 & ne 1
79.6% 00.6% 01.9% 15.4% 02.5%
71.5% 04.8% 05.9% 16.6% 01.2%
65.4% 05.5% - 29.1% -—
71.4% 04.8% - 19.0% 04.8%
66.6% 03.7% - 27.8% 01.9%
13.3% 78.3% - 06.7% 01.7%
j ;&»i;g@@;f;ﬁ;ms 63.4% 09.6% 04.8% 18.0% 04.2%
yur,ucrs _— 43.07% 16,1 % UL.Z7% L1.9% 13.0%
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From: Yair Hirschfeld
to: Yossi Beilin

Report on a Meeting with Akram Haniye

1. On November 22, 1993 a meeting with Akram, lasting three hours,
was held in Paris in the Hotel Concorde Lafayette.

2. Akram and myself agreed to have a first two-day workshop in Paris,
starting on December 22. Akram will be joined by one or two other
Palestinians.

Akram proposed that three main subjects should be discussed:

a) The impact of interim-arrangements on the final status;
of particular interest to them in this context were mainly
three subjects:
i. settlements;
ii. Jerusalem; and
iii. trade

It was important to propose detailed arrangements that would
suit the needs of both sides. Most important was to prepare,
if possible, a mode of cooperation with the settlements.

b) The nature of final status arrangements;

c) The creation of academic think-tanks, who should prepare studies
on specific issues (Jerusalem, refugees, borders, institution-
building, security, economic issues etc.)

3. Akram expressed his and the chairman's interest to start now
cooperation programs regarding education, culture and history. Coming
to Paris on December 22, we should prepare detailed proposals.

4. Akram expressed his interest to permit the Arab community in Israel
to play an active role and he wanted to start a dialogue with us, on
what should be done and what not.

5. Akram predicted that the talks in Cairo that were to start on the
following day would lead immediately to a crisis situation.
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NOTE FOR THE ATTENTION OF HEADS OF MINC DELEGATIONS '

Subject: Meeting of the Ad Hac Liaison Committee for the co-ardinaton of international
assistanca to the Palesdnian people 1 ‘
Paris, 5 November 1983

Please find herewith for your infoarmation the following documents on the above meetng:

1. Report

2. Agenda i
3. Speeches by EC Presidency and Commission ;
4. Nen-paper on Secretariat to the Ad Hac Liaison Committee ;
A PLO Decrea conceming the creatién of a Palestinian Econcmic Council for i

Development and Reconstruction

Plasse note that thesa documents are not for dism'lnlrtia}r (except the Presidency and
Commission speeches, should you find it useful) T |

Corrigendum

Regarding the documents sent earlier today conqerﬁing the Regional Economic
Development Working Group, Copenhagen 8- November, the lising shouid have been as

follows:

1. Press release issued by the Community !
2. Press release issued by the Chair (with Action Plan m Annex)

Js Conclusions of the Chair (not for distributon) |

S ‘Ml“"”

S. Aljabar, I/H/22

Rus de a Lai 200, 8-1048 Brussals, Belgium.
TWWW(*EZ‘.’)ZSSOSMSCB‘IT. Fax (+322) 299 02 04




Summary

Objectives and functions of the AHLC and its secretariat agreed
after protracted negotiations on 4-5 November. Tunisia and UN
included as associate members alongside the PLO, Israel, Egypt,
Jordan, with the seven full members being the EC Troika, US,
Russia, Canada, Norway, Japan, Saudi Arabia. Next AHLC to take
place in first quarter 1994 in Paris, chaized by Norway.
Thereafter chair to be held by any one oF the seven full members

as agreed. : . !
| |

|
) : | .
f |
|
Concerns expressed about politicizatignf of the Paleskinian |
Economic Development and Reconstruction Autherity (PEDRA)
announced at meeting, which should be brought to Arafat's
attention in Brussels on 8 November. Although PEDRA includes the
technical departments recommended by the World Bank, these are
under tight control from Tunis. ; : i
Israelis expressed concern publiclyl and privately !about
Palestinian foot-dragging .over convening first meeting of the
Israeli/Palestinian Economic Cooperation Committee. It is now
scheduled for 15 November in Paris. ' ‘ :
_ - I
Constructive atmospherics and skilful chairmanship by Nozwegian
Foreign Minister but signs of weariness among participants over
vet another round of set piece speeches |in a forum not geared to ‘
tackling practicalities. The Consultative Group will be the power
house. Its first meeting will be at World Bank headgquarters in
Paris on 1§ December.

Report

1. Terms of reference for the AELC

i
I
!
i
i
1
|

The Norwegians spent a fruitless day oﬁ 4 November circulating
redraf+s of the 1 October paper on the terms of reference for the
ABELC following concerns expressed by the Japanese and |Saudis
among others. The EC argued that t.here: was broad conssnsus on
that' paper which should be updated to reflect deveiopment;- This
approach was finally agreed. The key sticking points were over
Saudi and Japanese concarns about the chair rotating and Saudi
objections to a refersnce to the} AETC encouragiﬁg the
implementation cf the economic aspects of the Declaraqion of
Principles which, in their view, was outside the AELC's terms of
reference. Both issues were successfully resolved by the Chair
(see annex A for definitive text). | i

: |
A non-paper on terms of reference for Lhe Secretariat prepared
by the World Bank will be made availablle to partners at the SCG
meeting in Copenhagen on 7 November. :

2s Speeches

i
I
!
i
|
|
I
[




The speeches were remarkably similar. Deleqat_ons emphasised that
the real test for the success of the Israeli/PLO agresement lay
in the success of capacity building aﬁd ‘aconomic development-
Common themes included the need: |

!

. I
- to move from pledges to implementing tanglble and carefully

costed projects in a coordinated manner without losxng
sight of the regional perspectlve,l

o= to take £full account of Palestinian views in assesszng
priorities; |

- to maximise transparency and an ethlcal approach onlboth
donor and recipient side;

- to cover recurrent costs of the Palestznlans, partlcularly
for schocls, hospitals and other lnstztut;ons, as well as
+o Find a mechanism to channel |such resources to the
Palestinians as soon as possible;

- to support private sector development to create jobs and
improve living standarxds; |

- to use the expertise and -nfrastructure of agencies ion the
ground to channel urgent assistance. Many donors indicated
their willingness to channel unt_ed resources through these
organisations. | : ‘ !

: 1

The EC said that donor efforts should eim to plug the géns the
Palestinians were not vet in a position to £ill themselves either
because structures or tax revenues were’lackzng The EC believed
it was important to continue to support existing Palestinian
institutions Ln the territories, particularly at.munlczpal lavel.
New institutions should only be created wherse there were
identifiable gaps- The EC hoped the Palestmnlans would be able
to establish transparent fiscal and.budgetary authorities quickly
to enhance donoxr confidence. This would enable them to have
access to loan financing and to deczde for themselves the
allocation of funds to meet the running costs of PLO ;nsu;euteons
and the needs of Palestinian families. |

The Israelis (Uri Savir, DG, MFA) made it clear that they
considered themselves full partners in the development of the
West Bank and Gaza. Economic development should not be dominated
by political considerations eithexr on ﬁoncr or rec-pl_nt‘s;de.
The Dalestinians (Abu Ala) said that priorities for immediate
assistance iancluded all the <costs| 'associated with the
establishment of a police Zorce; support for existing Palestinian
social and educational institutions as well as assistance for
martyrs' families. A plea was made to s;mnlley and if possznle
unify donors' procurement procedures by using those of ehe World
Bank, for example. :

|

3ce Palestinian Economic Developmeht and Reconstéuction
Authority | i

|

Members of +the Palestinian delegation privately expressed
raservations to the EC Troika about tde structure announced in
Arafat's 31 October decree which they con51dered to be heavzly
politicised and too much under the control Qf Tunis. The Troika
was careful to welccme the positive elements in the structura
(technical departments) and confirmed the EC°S intantion o help

|




finance their establishment but said that it believed some fina-

tuning might be needed to turm it into the ‘independent managerial

and technical body required. It encouraged the Palestinians to

continue to focus on practicalities| specifically regarding

transparency, accountability and a close attachment to the

reality on the ground. Other part zcipants, in particular the US,

achoed these concerns and argued that: | :

| i

- the structura shculd be lean and empowered to make day—tc-
day decisions on the ground wzehout having to refer to
Tun-S,

- the Managing Director should be empowerei to caﬁry out
effective day-to-day operations;

= the structure should be a temporarv one which could be
absorbed in time into the interim self governing authorlty,

- donors would need to provide technlcal assistance to PEDRA
to help establish a procurement code based on open bidding
and public awards of contracts. An international mechan;sm

to monitor the procurement process:would alsc be necessary.
] |

* Thaera was some confusion over the name that will be g:.venx to the

structure. It may well not be PEDRA in the event. ;
I
4. World Bank report on its mission in the West Bank a#d Gaza
The World Bank (Xoch-Weser, Vice-President) gave a d!eta:z.led
report on the World Bank mission currently in the West Bank and
Gaza to help the Palestinians n*epare)an emergency assistance
programme covering the next two years, begia the process of
capacity building and identify technical studies of hlgh.prlorlty
policies, programmes and projects. The emergencg'progeamme would
be presented to the donor community at the consuluat;ve group
meeting. It focused on maintenance and.renablllta ion of physical
and social infrastructura. Selective budgetary support was also
being considered. The cost of the investment crogramme for
implementation was tentatively es.;mated at 400-500 mLTllcn
dollars. UNRWA had a set of programmes ready which could provide
a conduit for delivering aid meedlately. Investments unde* the
programme should not conflict w1th medium term sectoral
strategies. ' i
: |
In the medium term, a technical assistance programme subnorted
by the Bank's 35 million dollar Trust Fund would target training
and institutional develcpment as well as support for Leasmblllty
+udies for priority investments over: the next 3-5 years. The
programme would also be presented to the Consultative Group
meeting-. The mission, Jjointly with IME starff, was also helping
the Palestinians develop a2 medium term rac*o economic :rﬁmework-
Roch-Weser said that short term publec sector extarnmal financing
Lequlrements were Ln the region of 5501600 million dollars, ie,
in line with the. figures presented at the 1 October 'Donors’
Conferesnce. For ehe next 5 years (1994-1998) new commitments
pledged totalled 2.1 billion dollars, compared to the 2.4billicn
target. Contributions to the Trust ?und totalled 32 mzl;-on so
far. Donor commitments would probanly be enough to cover the
financing gap for 1994 but thera mlght}be a problem in matching
donor financing with specific recurrent expenditure needs. Donor

) |
|
‘ .
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£flexibility was needed in dlsbursem_nt of aid. A st*ong jeint
effort was also needed to commit all donors and the Palestinians
to adhere to agraed sector policies and’p:zo:;tzcs and.tofsalect.
projects from an agreed devélopment and. investment programme.

RKoch-Weser said that there were indicatilons “from the field” that
this issue might be cause f£or concern. [He did not elabor;te. He
reinforced Palestinian remarks about simplifying and
standardising donor procedures.
Koch-Weser reported that the World Bank| s Board of Directors had
also approved 50 million dollars for a;Trust Fund for Gdza.

s L. . : |
Sie Donor activities . i

Japan announced a 5 millicn dollar contrlbutlon to the Wogla.Bank

Trust Fund and Canada 1.5 million Canadian dollars. The US said
that it would announce a § million dolﬂar grant to UNRWA on 16
November for housing, schools and clinics in Gaza. In theslongez
term they were considering a 22 m;lllon dollar :—year prlvate
investment guarantee programme to prov1de risk insuramce for
local financing institutions making loans in Gaza and the West
Bank. Other possibilities included a 121 million dollar wastea
wataer system improvement project and a|65 million dollari ~-year
housing guarantee programme. The EC prov1ded extensive notes on
institutions used %o channel its asszsbance to the OTs, EC
procedures for project implementation and details of its aid.

~

0. Conclusions _ !

The Norwegian Foreign Minister summed up the key themes! in the
debate and picked up the agreed thLngs :or future meetings as
contained in the summary of this report.: !
I
Annex A

. |
COORDINATING STRUCTURE FOR ;NTERNATIONAL ASSISTANCE Té THEE
PALESTINIAN PEOFLE : '

|
h i The Multilateral Steering Group’ mlll continue to serve as

the coordinating body for all act1v1tles of the Mult;iateral
Working Groups.- : |

2o An Ad Hoc Liaison Committee (at the Senior Adviser| level)

is established by the Multilateral Steer ng Group WhlchfWLll.

= coordinate and promota assistance ef;orts oL lnleldual
donors to the Palestinian neonle:[ :

- promota transparency in the % aCtLVltﬁaS of ! donor,
Secretariat and recipient; :

. | i

= take particular responsibility £ Oﬁ ostering privaté sector

trade and investment; i

i " |
- provide a forum for - a dlalogue regarding assistance
activities in oxder to promota cooperat on among doncrs.




i 1
v inform on a regular basis the [ra2levant groups ©f the
@ultilateral forum of its activities; i

- monitor developments in the Palestznzan economy as,a,whole‘
I
- review reports by the Secretariat) and pledges madery the

donors; t

- Dé;a;gaq’ ha-impl egé?zion og/zﬁé écombmic %;géctsLaf’thg’
atien of Principles. |
%cs? B{:\, g‘;&ﬂgzg‘% NCET T AmciN iy RS AL TT RELaTCs ] TD THE
Kay FEe " RaErdSIEVIitT e relief, rehabilitation, medium and
long—-tera investments, znsuzuuulon.bu;ldzng, and LnfraStructure-

Assistance should take account of the reg;oral context.;

Is The AELC consists of renresentaglveg of Canada, the Enropean
Community, Japan, Norway, Russia, Saudl ‘Arabia and the ! Unitad
States. The Palestine Liberaticn Organlsatlon and Israel will be
fully associated members of the AELC,ias will Egypt, Jordan,
Tunisia and the United Nations. ; ' !
The Committee will ask the Israelis and Dalastlnlans to keen it
informed of the work of the Israell—PalestonLan 1='conom~
Cooperation Committee. The AELC will operate in coooeratzon with
the relevant Palestinian institutions, such as PEDRA, the joint
mechanisms of the Israeli-Palestinian Deolarat_on of Principles
and consistent with Palestinian pr;or*%les. |

I
The Chair of the ARLC may call meetings as necessary. The
Committee will operate on the basis of|consensus

|

The seven full members of the group w1ll have ecqual soatﬁs

|
The gavel may be held by any of the seven members Ln! su
manner as will be agreed upon. The meetzngs of the AELC will take
place at the World Bank's European o:hﬁce in Paris. |

p |
|
i

4. Secretariat !

The World Bank - comolemented by officers on secondment from
N relevant instituotions with expertise and operational experlenca
in the region - will act as a Secretariat. The Secretarlat will
carry out on an ong01ng'ba313 the ooe‘atlonal functions ass;gned
to the AHLC. It will act under the guldance O AHELC to : ensure
tﬁansparency It will be the recipient of information on denor
activities in order to fulfil its role. l :

. |

5s A consultative group will be established. The World Bank,
can as appropriate, after consultations with the Chalrlot the
AELC, call for and chair meetings of ohe Consultat;ve Group.

|
A data base of initiatives, projects and other activities will
be set up and made avallaole to the AHLC, donors and reczplents.

|
6. Organlsat;ons with expert;se and a‘presence in the West Bank
and Gaza, including the UN Agencies, will continue and augment
their activities in consultation with the Palestinians.

|
| !

|
|
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The Working Groups of the Multilateral Process will cantiinue to
be concarned witlr regional issues in|support of the averall
strategy of econcaic development in tb? ‘Tagion e
Ve e ord, o I
1
i
E
[
i
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AGENDA FOR THE FIRST MEETING OF THE AD HOC LIAISON COMMITTEE
FOR THE COORDINATION OF INTERNATIONAL ASSISTANCE TO
THE PALESTINIAN PEOPLE

Paris, November 5, 1993
i :

~

w
.

START UP ASSISTANCE
Presentadon by the Palestnians.

Israeli comments.

Presentation by donors and instimutions (World Bank and the Unjted Nadons).

COORDINATION OF MEDIUM TERM DEVELOPMENT PROJE;CIS

Presenrtation by Palestinians.
Israeli commments.
Presentarion by members.

Organisartion.

|
i
|
|
|
l
i
|
|
|
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SUGGESTED TALKING POINTS REI.T&'IED TO THE AGENDA ITEMS

- Economic prxonuu and structure set up for internal and external coardination w
ensura recipient Tansparency. : |

|
|

- Indicarion on specialized i msumtxons already operznonal or being set up, projects
W be mpicmcmcd (details of immediate action and neads).

|
|
|
- Presentation of formulas for mxmcdxan: financing of running cn'sts and sexzing up

of Palestinian instmudons, xm:h.u:iu'xe'l tram.mcr of a police foree. |

|

|

- Channels and mechamsxm for assuqng thosa costs.
| §

- Proczdures o ensure donor wansparency.

[
- Actions and concrat intentions of acnons availabilities and preferences, sectors
of less prioriry. |

5 . % il . T
- Precisions on types of proposed credits, disbursement condmcms, idendficadon
of.existing interiocurors in the :‘zeld.f

- Proposals for synergy and parmcrsh!ip Qn a volontary basis.

|
|
s
l
|
!

- Ways and means © avoid excassive; bilateralism and diverging conditionalicy.
|
- a) Terms of refersnce. J
- Presanrzrion based on pomrsxl and 2 of a synopsis of Paiesnman priorities

and matching donor avazlabx{m.y_

}
l
l I
- Idendfication of sectors not covcrcd yet and search for a soludon in this
respect. i

I

|
b) Secratariat. E

. | ‘
- Sewing up of the Secretariat by the World Bank- |

. ‘Description of competences and experiences i
| .

e Need 10 include cxpe.lr:séwim fleld knowledge

o Inclusion of ather relevant institutions

lf
- '
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‘AD Hc ON CGMMILT'I'EE MEETING
o P‘ NONEMBER 1993, .1

SPEECH ny THE Eé: Pm;smENCY

! : ; I : i : ! :

On be.half of the Evlzrooe«n a omzmumqn and| its member states, |I should

like to extend our wann Lthanks to the Worl.i Bank for hosumr this ‘first

meeting of th Ad Hoc; Lizison ‘Commirtee. I shouid alsa like to

congramiate NOtrway for [the &'ughly efﬁczen% way o wl’nch 1t completcd

prepa:anons for thxs mcetma ;
l : | o

The signamre of the Isracl/PLO agrz:emem on | 13 September was an
achievement of i unmcnse unportzncg- Our pr pnrposc here: today Is to give
concrete and pracnml support to gmplemen'n: that. agreement by: focussmg
on the needs: o the Occupie Terntoncs a'nd o get the mtex‘inauonal
assistance flowing oow. - ': Co . s 4 P

Indeed we need to g1ve a clear szgnal to ly that tbc mtcmauonal donor
Community is rleady to:move. fromI pchoe to - 1mp1emennng spe..rﬁc

tangible and m:cfully costad gro;ccrs m sﬂe with progress made by the
Palestdnians to xaenmy pnfonmes iIr: Is essennal r.har thcy are in' charge of

their own programme. - ll S

| dh b, F g0 y : : ~
The European Commumt} and 1rs mcmbex statms wﬂl connnue to make A
a significant polmc:al and €CONOIMIC | contnbunon in support| of the

Palcstxman people ini the’ conzéxr of the peacel proass

)

We welcome thcla mforma!txo pnowded Jy the Palestmlans today - on
proposals - and phom est an ‘ t&c framework established for the
‘ , ment | and Reconsu:uctxon Avsanty to
channel donor effbrrs: It rcpr ts a.ﬁrs’wonclrete step. We bchc e some
fine-timing may nced tot ’be done[to ]tum. it into the independent
managerial and techmcal bod requn:cd-, cncourage the Palesumzms
to continue to focus on prar.rn hues as.a matter of priority, spemﬁcally
regarding transparency, acconntablhty and a closc atrzchment to: the
reality on the ground_ ‘ e ‘ ! ‘

We also need to ensure that o own stmctures are. vwed o dehvcrmg
aid as efficiently |as- possmfe c%o the Pal&smnmx people so as w ensure -
visible improvement. quickly in their dzuIy hves- With this in mmd itis
our view thar the Ale-Ioc Lzafson; Commmgc" strucrure should be light,

efficient and technical i ‘_focué Thc ob;c::tmc should be 0 mal:umzzc

?
i

; : = &
|
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Draft

THE PALESTINE EMERGENCY DEVELOPMENT AND
RECONSTRUCTION AUTHORITY: PEDRA

|ntroduction

\n pursuance of the stzted objectives specified in the recent Agrzement of
princioles, the PLO has established an Intarim Authority to de in complete
charge of 2ll aid progrzmmes. This Authdrity snall be called: The Pzlestine
cmercency Development and Reconstruction Authority (PEDRA).

This Authority will be responsibie for negotiating, planning, coordinating,
imolementing and monftoring the development of Palestine in preosaratio
zor the next Interim nztional government. '

cECRA shall be 3 self-liquidating organisation: rowards the last thres
monihe of the first yesar of its operaticn, PEDRA shall transier its
rzsponsibilities to the authority or authorities designated Dy the New
goverr.ment zopointad by the elected Council.

Seczusz of the combined emerdency snd intzrim challenges that nave tg be
accrzssad, PEDRA shell pursue twa Lrecks:
e first track snzll te (0 ogtimise the gtilisation of existing
ilities i

czoal employment, and
Lo

< in order to improve living concitions, creste
sicz ical damage sustzined DY e

_ t
g to the immense ohysiczl and psycholog
czlestinian peoole,;

o n

ne : ~z the stucies that will pe recuirad

Sy the iuture Intarim Government of Palestine: SEDRA will engezavour o)

initizea feasibility and enginesring studies, and surveys which snould
} U

ne procasses of planning snd cecision making OY the new

It is planned to undertake the differsnt activities speadily. To de €0 PEDRA
will uncertake to mobilise the institutional, intellectual ana professionel
rasourcas of Palestinians, of the Areb countries and 3lso ta-benefit from wne
offars of assistancs from the international community and organisations In
the form of multi-iateral and bilataral assisiance.




Qbviously, 1t Is necsssary to harmonise all this effort In a manner which
fulfills the aspirations, hopes, expectations and immediate needs of the

Palestinian people; and which lays the foundaticn for a capabllity to pursue
a coherant developmental programme.

PEDRA: AN OVERVIEW

PEDRA fs planned zs an Authority designed to Integrate and mcoilise actual
and potential czapzbilities of the Palestinian neople with the offers of
assistianca. The Authority shall aim to sub-contract most, if not all,
consulting and contracting work. However, it shzll undertake zi] this work
in an integrated manner, bringing Into programmes and projects thoss
Pzlestinlan organisztions and fnstitutions which will be the beneficiaries
of the planned activities. ' '

The situation will freguently arfse that the Palestinlan benefictary
organisations lack the professional manoower to participats effectively in
PEDRA's activities: PFDRA's aoproach will be to assist Pazlestinian
organisations to acquire the necessary profeszicnal czpabilities to become
full participants in the processes of planning ang implementzation. We do not
uncerestimate the difficulties that will face us: however, we expect that
all parties will cooperzate to facilitate this trznsition from accupation to
Incepenaent behaviour.

PZDRA shall endeaveur to optimise the utilisziion of ex!
through the esitzblishment of 2 dynamic Pziestinian gconcmy.
will uttlise, among others, the following mezsurss:

SOl T3,
--.incressing the crganisationzl and managerial compeisncs of Ioc-:-!/
cenzrtments and Institutions;
—- &stadlisning mechanisms for the stafiing of the puolic : 1
competent professions| manpower;
~= contributing to the Improvement of lzoour praductivity, cuzlity and
standaras of proqucts; '
== Contributing o the despening of tacanical 3Kiils and incrzasis

T contributing to the design and coordination of emergenc:
gid eddrassad to oublic nealth, educztion and infrastruciurs
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Functional Aspects of PEDRA
PEDRA Is planned to undertake the following functions:

l. Design and Implementation of Policies

(9]



/ one of the major opjectives of PEDRA wilT De 0 gevelop operational policies

< for the emergenc*//mtarim periods. The pLO has reasonably well-defined
ecanomic programmes and social policies. The objective of PEDRA s 0
rrznsiate these policies into programmes and projects. Qver the short-term
pEDRA will D€ deenly concerned with remedial activities to bring the
present eccnomy Lo full operating condition.

" Information

Another opjective of PEDRA will be L0 develop directories and ir_iformationa\

bases en private and public orgamsations,,institutions and business firms in
pzlestine with @ view Lo incorporating tnem organically into the emergency
programmes for the interim period; and also into the planning effort to be
initiated in preparation for the post-CouncH period.

ceoRA eims TO work clogely with membpers of this fnstitutional
infrastructure and of fer assistance 10 promote to its rapid strengthening
and transformation. In 311 these matters the oo jectives of PEDRA shall be o
promote oerformance-re\ated penaviour, efficiency, openness and public
responsibility. ' .
Among national orgenisations shall be included: educ

¥ ticnal and medical
organisatl
1

| institutions, the
ration; the municC palities; the

ions; universities and technicz
various departments of the civil adminisire {

ampers of Commercs: cheritadle orgenisations; professional associationsy
- commitiees that wers sstaplisned to prepars { m

arzl negotizticons and aiso those that werz2 es
‘ ormance of ne occugier dominated civil
aformal financial institutions; susinesses and industries;

(o
e )
O
2

he mu\ti-'xatera\

wl

. Design and l'mp\ementation of Procedures

senRA has to develoo and implement procedures L0 quide and manage:
Cacmuitment for the civil sarvice; for contracting, <ug-coniracting and joint
-res: and financial services to the private sector.

-

e v~

The consiruction of private and infrastructurel grojects wiil imply zoning
policies and pnysical olans; this arez will require immedlate attention.

ortunataly, seme pricrities are clear and requirs 1ttle furiner discussions;
others require speedy consultations with existing institutions and
organisations.




In all cases, PEDRA shal only preoara the documentztion (the Request for 3
Proposal: RFP) to invita external consultznts to

Undertake feasibility and/or
ngineering studies. Thisg Mmeasurs is necessary on two counts: first, it will
be impossibie tg estadlish hign quality professional degariments in gz
malisrof weeks: ang Sécond, PEDRA wishes tg avolid building a large interim
dureaucracy. :

In S0 doing, whenever NECessary, PEDRA will moodllise external consultants
and  aavisors who can provige the NeCessary design féatures and
Soecirications. In 2l Cases the oeneficiary of the priority programme wil]
de involved In the preparation of the /FD anc [n the Subseguent stens from
the point of inttiation.

Many of the existing Palestinizn organisztions do not possess the
Professionzl experziss o contriodts to the design or implementztion of
PEDRA projecis. It will pe 3 fundamenta] 00Jective of PEDRA's made of
operztions to contributs to the development of SUCO expertise through
training Arogrammes, the use acvisory serviczs proviced by international
organisations and/or the 2opointment of consultants {0 assist orgenisztions
WNC demonsirate 2 rezdiness to acquirs Know-now.,

i 2ll casas, PEDRA Will insist that the Institutions so involved make the
necsssary sffort o acauire the management ang technology czpadilities.
PEDRA will publisn at an early caiz detaileq information on its programme
SOecitically zimeg at the aCaulsttion or echnology zng management
Ceoadilities. DENRA SXDeCls to contribyte whataver is nécessary Lo support
SUCA 2n effore oy the aiged Institutions.

ITis thus clezr from the zbove that PEDRA dees not intend to build 2 large
organisztion or 1o Hecome Invelved downstrazm In the actuzl engineering,
construciion, zng OreJect Implementation menagement. All thess efforrs
wlll nave ¢ pe underizken by tne benericiaries or the PEDRA soonsoraq
crogrammes,

in all cases the doncrs of funds wiijl also tiay an important functien in
jon, mahagement znd implementation, [N ezach project, a
firm will z2ssume Prime contraciuz] resoonsibility.

In zlt ¢ 2
Palestinlz firms locatza In Pzlestine and which em
és3ume this runcticn. Pzlestinizn firms stil]
cdnirsc:, ang mesl internations! S{angara

y D)

D »n

€S, PEDRA will dq every thing possible tg fing quzlified
olov loczl mznpower to
have to compele for each

as of Periormancs znd {rack




fcorgs. This policy IS dictated Dy tne overriaing nesd o create
mployment, to develop Institutions, to trensier and‘accumulate technology.

In the event that no qualified Palestinian firm presents itself to undertake
the work, PEDRA will support firms willing to enter into joint ventures
with Palestinian firms not located in Pzlestine and/or international firms.
aut in all such czses the Palestinian firms have to present clear plans

explaining how they Intend to participate and to indicate the efforts that
they Intend to make Lo acquirs the know-how that they lack.

PEDRA will develop policies and procadures to advise and assist Pzlestinian
firms who wish to acquire and accumulate tecnnology. PEDRA will putlish in

. et |

the shortest time possible guidelines to assist firms in Palestine to avail

tnemsalves of these PEDRA services.
4 Commissioning and Monitoring of Work

PEDRA will commission and monitor mest, it not all, consultancy and
contracting work, through the servicss of indenendent consultants, ad hac
project managers and UN advisors.

t will publish quarterly reports on e progress of prajects and
orogremmes in ordsr to alert all concernag carties of the mezsuras taken
and of the progress made.

S. Financial Arrangements with Donors

Inview of the comolexity and spee< of the fiar
0 agnors that they pay their contributicns girec
agents subject to the prior approval of SEDRA. Al
reocriad to PEDRA.

c
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In orcar to transfer-know-how In oroject financial management from donor
finencial institutions to Pzlestinian finzncial  Institutions, PEDRA
~zcammends to donors to adept Pzlestinian sinancizal institutions, in joint
venturas with financial instituticns in their ~aspec:ive countries. Similar
arrengements may e made wild loczi S
organisations. Obviously, such arrangements

- ;=
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accountability.
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6. ACCOUHUHO andg AUCHEIHG

PEDRA wil] maintain an accounting and augit department that win pudlish
monthly reports on all prajects, centract awards, assessment of quality of
Periormancs, funds allocateq; funds disdurseq, zng WOrk achieveq.

One of the fundzmentsj Q0jectives of PEDRA is to esiablish ccenness zng

Visidility for a]] itg Oberations: it s PEDRA's beljef that the e2rly discovery
0f delays ang difriculties s essential to reducing cost and Increzsing
economic efficiency.

7. Support of Private Sector
PEDRA shzll z]sg initiate and promote Oflatera] errorts betwes

nd Torzign business rirms Interested in Joint ventyres
any ather usery] dusiness activity,

n Palestmian
y sub-concraczmg and

PEDRA shal] éndeavour to contribuce Whatever it can to promote promising
Ousiness associations, PEDRA shzl) contributs towards traning ¢f
Specialised expertisa that may e missing, the €Siablishment of Industriz!
end resezrch par<s, the develooment of legal ang Ny other mezsyras that

May 0e requirag and is within the C20adility of PEDRA o undertzake.

8. Openness and Transparency

in Pursuance or Its pollcy or 0penness, er‘.-‘z‘czency, ceordinzation ang
ac:ountability, PEDRA shzl) puSlisn anaglyticaj quarcerly reoor:s on all iis
éClivities, ' :

PEDRA Will use the mediz on zn e i2nsive 0asis 1p inform ang disseminzts
mformazion: mediz wil] De Utiliseq 0 zjar: glicns on

7 loczl organis
r‘or-‘:hcommg projecis to SNcourage them {0 compeza for contraces,

“ZDRA wil appoint 3 =0Ckesperson who WITT Inform the ouolic on a réeguler
S23is of ongaing aclivity ang e ways aNC means througn  whicn
lestinlans M2y participate,

lnstitutlonal Structure of PEDRA

PEDRA  shaj consist of a2 gmayg 2Nd  hignly

- &XDeriencaq araup  of
Jrofessionals as follows: '



Executive Chalrman

The most senior officer of PEDRA will be the Zxecutive Chairman who has
Ministerial rank In the Executive Committes of the PLO. He will manage the
Autherity according to modern and advancad management methods.

Deouty Chairman

The Executive Chzirman will be assisted by & Deputy Chalrmean who has
extansive professional competence in policy analysis and formation in
economic matters. The Oeouty Chairman will chair the mestings of the
Executive Committes of the Authority in the absence of the txecutive
Chairman. '

Director of Operations

A Director of Operaticns will be appointed to manage the applications of the
decisions of the Executive Committee and the operations of the thrse
Divisions of PEDRA. The Director of Operations reports to the Deputy

Chzirman. Division Directors report to the Dirsctor of Operations.

Executive Committee for Policy Planning, Formations, System
Design and Programme/Project Selection and RFP Preparation

PEDRA snzll establish g high level Executlve Commities which will be
resoonsible for estzdlish ing PEDRA'S policies, priorities, procsagures,
programmes and the adoption of procsdures to implement progrzmmes and
policies. It is anticipated that the txecutive Committae will cansist of
zbout 7 membders. The Executive Chairman or nis Deouty spall cheir 1S
meetings :

Tne mzin function of this Committee shall de to:
(i) trenslats economic, sacizat,
orogremmes and praojects;

(i) mt:crcte the various poiic

political and tschnclogicel poticies 1INt

ies and pregrammes with each other

AT

The Executive Committee will be responsible for the or:oaratlon of
Requests for z Propesal (RFP) for progremmes and projecis, and for the
assignment of of ficars to engage consultants for undertaking an RF2.

All expendituras, procadures, programmes and projects have tec be approved
by the-txecutive Committee



The Executive Commitiee may choose Lo ‘Include voting and non-voting
senior advisors as members when and if the need arises..

The Executive Committee will have a Secrstzriat consistin ng of about 3
orofessionals and S research assistants.

Audit Unit

PEDR *«GH seek Lo establish an Audlt Unit o

- monitor the quality of the activities of the Authority,
--audit it financial affairs

-—-ascertzin the consistency of. its policies

-- ascertain that its contract awargs ara

oeing made consistzantly
with its pnilosophy.

PEDRA wlll seek the assistance of 3 ajor EC Institution ©o establiisn z
sophisticated monitoring and audit s ys“:fn
The Director of the Audit Unit will report to the Deouty Chairman.

Project Design, Planning, Monitoring and Control Divisicn

1he oriority function of PEDRA is to octimis
'aleczmian economy aﬂd to preoare surv
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orocsduras and codes for cH cantrzcis with con

']QC:} Y

ihe froject Design, Planning, Manitoring and Contr
c

es2 2rocaduras cﬂG codes have to be prasantzd g and i ; oy h
txecutive Committes of PEDRA.

7hi= Sivision will zlso discu

S3 practicsi earrar
oNncs "’HﬂG cooperation in the im le 3t

a
tion of pr 0]

ihe first pr.omty or this Rivision calis for the deveicoment of organic iinks
with Pzlestinian institutions and organisalicns in ordsr for them

20
"cl’"'lClOct"‘ in all phases of programme/project cﬂvclooment

This Ow

on will:

sist national rirms to mest Internationa! competitive stan
and/or Lo find associates for joint ventures;

igi
E



~ -- assess the various blas submitled Dy consultants with 2 view of
seleciing a consulting firm which will be commissioned to prepare the
raquisite project documents on the basis of the RFP approved by the
Executive Committee.

—- menitor the work of the censultant and accepnt the final reoort.

—— eyzluate the reoort of consultants fn collaboration with the
neneficiary party, external consultants and acvisors. The donor may or may
not be & party at this stage. '

The Diractor of the Division will submit his report and recommendations te

- the Director of Operations.

Ths Director of the Division of International Relations (see pelow) will be
raquesied by the Director of Operations to contact the concerned doner to

giscuss the Renort and its implementation. Once the Donor zppraoves the
funas, PEDRA will invite bids for implementztion.

~ne Director of the Division for Project Design, Planning, Monitoring and
Cantrol will evaluate bids, and select the one that is the most zoprooriate
for the occasion: this Director will appoint a consultant to perticipate in

=~a salaction of 2 contraclor.
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ion for Project Design, Planning, Menitering and Control shall be
ssponsible for providing @ wide veriely of
institutions in such areas as information, training, and any suoport
ne required tc complement existing factiities Inorcer to incucs 2
tz of return on.investment.
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The Division of International Relatigns

ivision will plays a critical role on twe fronts. Firsi, the Division
e rzsponsibie for close cooperation with zll the <onars of funds.
and. it will be responsible to coordinaiz with donors at every Stage of

ution of @ project and will Impiement PEDRA oalicles i thess

icns and/or contribute to the develocment and adzgtation of PEDRA
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The Support Division

Thts Division provides crucial services that ars essantizi to the functioning
of PEDRA: legal, accounting, Information, datz processing services
al

management, spokesperson, informationzl, editorial, transiation anc
publications. ,

servicss to Pzlestinians




.........

Operating Procedurss of PEDRA

eful to summarise here the anticipated ceerating precadures of

-- it will be the only Planning Authority and the only orgznlisaticn
King dirsctly with zll donors;

== it will make Its work programme complet ely transaarent to all
concserned parties;

== 1t will work cloce‘y with ins Itutlons and organisations (private
and public) in Palesti

== it will worf< LO strengthen Pziestinizn institutions to enzble them

participate fully in all phases of programmes: from the study phase to the

lmoleﬂematxon phase; .

= [T will seek to promote the forward and backward inte egration of
zlestinian economic zctivities Wwith z view o the nurturing of economic
iTiciency; . '

-= 1T will establisn mechznisms w within Pziestine at both the nationzl
and loczl levels for .nteg 3ling the various »rogrammes, siudies and

[aYalal

orojects it is 300N30r ]ﬂG

’

M@ 1)

2l funds for both Lonsulunc and contr acling will be disbursed
ir2Cily Oy donors througn channels that are ioi m‘y nemtlazec PEDRA will

- b

O N O
- (b
« (D

~<

c:~ <
X (0 davelep the C:CED!I\LL.,, of Pa‘.estxmc. financia!l institutions in
legs 1rc1cxnc ana financizl management;
—= iU will pudlish rsgular financizl rearis on its oregrammes and
prelects;
TT i Wil endezvour {0 zssisi Palestinian rirms ¢ uogrzge their
czozcilities through joint ventures, suB-conirzcling, the recruitment of
auzlifies manpower zang Oy various other mezns.

Time Sczle of Emergency Planning

l. Zmergency planning has to be unde rieken immeciately in order to attend

Loou

2, Eme.g ..C/ nlarning should not excezed the pericd extend beyond the
=

€nt of the eiscted Council: that is, for z period of 9 S months: ¢
hs up to he elec: iuns, and 3 months o transfer experiencs acquired to
(N€ successerp ianning au ithority.



" Immediate planning QObjectives

Planning that should

RS A SR T I TS TN
NINRN .\namxnhrtthﬁ:i:‘.ﬂkﬁh

ne for immediat2 implementation should aim to achieve

= number of specific objectives with immediats and visible consequencss.

More specifically, the objectives of this phasz of planning are:
|. Optimisation of Existing Capabilities

~ne existing capzbilities in the OT in agriculture,
other services
capacities.

First Objective
neduce end/or remave imposed constraints: this is political,
acnieved throudh negotiztions.

Second Qbjective
Negotiais markels for Palestinian agricultural DraGUCts.

Third Objective

ara generally operating at S0% or 1ess

industry, education and

of installed

and has to be

[mpraove marketing cznabilities of Dzleszinian proqucis in Turope and the Us,

Fourth Objective
2lanning should IncCrease the options
stinian Government Quring the succaed
e any options. :

0

orenared anc giscu
akes over.

Medium Term Policy. Objectives

though ne major gecision will be taken until

cEDRA will have to define medium-term policy objectives: many of the ‘
Y

scrivities that are initiated during the
tzrm

oriorities. '
znd long term ot jectives should be most favoured.

T impact. PEDRA nhas to define pzlestinian medium- and

emergency period may have @ long-

long-term

Idezlly, programmes and projects that meet emergency, medium




A~ mu.m/ cnd agriculiurs should be suppers:

Operational Activities During the Emergency Interim Period

The .oHowma are illustrative axamoles of the

catagories of activities that
PEDRA may cansider on an eme"geqc,“/ basis

|7 investments are to e ef‘onomlccllv and secially fruitful, they have to be
ungeriaken @s much as possible tnroucn the use of P?lec mar\ organisations
end manpower: the main oDJchve Deing to creatz Jjoos anc builg

-

institutions.

‘When international companies undertake .to pla
snould be a gine quz non condition of such Wark
loczl manpower will undertzke 3 major part

n, design and implement, it
that Pclemmcn rirms using
of the tachniczal werk.

The association between intarnztionzal and Pzlestinizn firms could be in the
snzpe of Jomt VE’\EUFES, subD-contracts or scme other suttanie arranoemen
dut in all casas the arrangement has Lo promote cechnology transie

< LTC CA-

iraining may be provicad by the internationzl pariner company wnen and if
necessary. 1T shall de the responsibility of -’JEDQA ©Q 2ssist companies to
toczte Palestinian partners and mangower, to define qualificztions in shor:
Supply and to design training programmes (¢ cva“ﬂmc Dotilenecks.

zvery effort snaH 0¢ made (0 atiract ancg encourage forsign firms and
r«:le%nm rirms to loczte In Palestine. PEDRA 30zl exzmine 2roplems that
such iirms f'ﬂc)/ ‘acs and 2ssist in removing tness 0ostacies if thess have 0
€0 with skill shortages.

\Aan‘-—a

~Ssisiancs snztl De offerad to zll Paiestinizn scznomic eCilvities with 2
view 10 imoroving the quality of performancs, to imoraving cemoetitiveness
2NC 10 INCre2sing exXDors opoortunities,

<2 TNrougn mancower, caoitel

invesiment 9 imorovs outout ger WCF(J‘, 2ngd science ang L"'"ﬂO]C\.‘/, DUC

thesz s ould not De supsidised: gvery eifert shouid be made o increas

cuzlity control (through better trammq morovemem of ma g ment anc

mvecment In Detlar LOO‘Q) perrormance, competitiveness b s22 on sound

undersianding of international mcrkecs.

NE’;O latlons, development of local lﬂSLlELUOﬂal 20

cz030!lIties, the creztion
obs, € onomlc planning, development of focused training courses and

'Gn 2s3istance 21l have to go hand in hanc



/PEDRA Wl Jevelop Droad policy guigelines,

a monitoring system and
methods to influence adoption of quidelines. Thus it will expend

considerable effort to develop 2 capability to impose realistic, useful and
effactive policies: compliance has to be cbtained through the evident value
of the poifcies rather than fraguent zrm-twisting and intervention.

Rationalisation of Existing Capabilities

Thera are a number of czozdilities of permanent
dematerialised economy; the mezsures to develop such czpabilities are
reasonably well xnown. It Is necessary w0 pegin to Introducs in a measured
and realistic manner services and support in order to rationalise such key
czpzdilities in, for example: the consiruction industry; the agricultursl

importance for 2

sector, specific sup-sectors in the industrizl sector.

Recruitment for Palestinian Institutions and Qrganisations

Planning, coordinating and implementing call for a considerable number of
professional manpoOwer specialised in the many fields of expertise. Many of
tnesa professionals will be permanently nesded in the various departments
2nd institutions of the emerging civil service of Pzlestine. The undariaking
of eacn of the emergency programmes and projects will reauire professionzl
manpower at the beneficiary organisation in Salestine. Some departiments of
the civil service may airezay have sucn professional manpower, wnile
others may need additional arofessional resources.

it is to be expectad that hundr
have t0 be racruitad in and
assential that this rscruilm gerio

involving Palestinians both in the QT and of

(@)

-1 -

—

CEDRA will assess the useiulnes
Service Recruitment Depertment.
ecificztions and

0 sgla
stzplish cate beses on aval

<
~

> h

Operating Budgets and the Reform of Existing Institutions

Donar countries plan 2

budgets of exlisting Palestinian pupiic nstitutions. PZIRA should assist
insoitutlons to ungertake Internal reforms whenever N
current trensition periad.

to contribute, 28 an emergency mezsire, the operzting

__.
s



Land Use and Land Use Authority

't 1S expectad that most of the large scale Infrastructural projects will e
under-aken after the election of the Council. However, a large numboer of

orogrammes 1n housing and Infrasiructure are due to be implemented
immegaiately. It is thus necessary Lo have some arzliminary draft.quicelines
to ala the current pnase of planning.

A compllation of all existing maps, plans, ursan studies, etc should de
uncartaken, |t is proposed that a consuitative commitiee of experts in land
use and zoning be establisned to study avzilaple data with a view of
eszzblisning some basic guidelines for the next 12 months. The same
' cansultative committee should de 2

lso invited to plan a comprehensive
programme for the development of land use palicies.

Transport and Communication Factlities

|t is imoossible to undertake any activity without an efficient transport and

communication systems. The 27 years of occupation have isolated and
constrzined the pecple of Pzlestine, and have left them without the most
hasic system of communication and transport. Furthermors, taiennone lines
zra in very short supply.

Two of the urgent tzsks that PEDRA have Lo consider are:

(i) the establishment of teleshone communications: protadly accing
immediately some 20,000 £0 50,000 lines in the West Bank and Gaza. 2lans
for rzoid expansion, for exzmple, & growth of 209 for S yezrs should 2¢
macde. DEDRA should estzdlish @ high-poweread consultancy growp to
gerarmine the best technology for Gaza: opticai fipers, totzl czil ne
ntagratad cable multi-media sysiem. A Basic opjective of the plannin
s

.
i
i

olisn in Palestine joint venturss in R&™ and meanufacturing tor
stine znd eventually for the region.
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i. the develcpment of air, sez and land access to Gaza.

Construction Industry

Construction is the largest indusiry in Palestine. IU I, nowever, ssverzly

underdeveloped. One of the priority arsas for stzention is the determinaton

of mezsures that will increzse the competencs, sroductivity, efficiency and
range of caoabilities of existing consulting ana cantracting firms,




PEDRA may conslider the gevelopment or extensive services o support
existing firms by promoting the establishment of:

-- firms that reat and maintain construction equipment;

-- financizal institutions that provide modern financial servicss to
consulting and contracting firms;

-- trammg in project and ;mancml mznagement;
-- quality control;
-- |nformation services on the markets for Palestinians firms;
-- associations of consulting and contracting firms to mmble them to
snare costs and to develop a capadility to loboy;

-- assistancs to universities to develop services to serve the needs
of this sector;

-- extension sarvicas to sarve the needs of small firms with 1 to 10
workers: in industrial societies these small {irms are responsible for 20%
of all construction output. These small firms are usually staffed by highly
skilled self-employed technicians..

-- systems of quality control of materfals: for example, the
encouragement of the use of liquid cement with guaranteed quality and
L\/D‘-vy

-- encourzaging the develooment of lar

rge material supply stores whno
r2 prenarsgd to provxde ~‘\ort term loan,,

achnical ass'suanc-, loan of smell

- develoomg QFuCE’JL as \or contra
fair chance by providing advisery assi
complement thelr exoef"1se 25 well as 10 ¢

-- Codes and Specifications to sta cax
in order to simptify constructionandtor

to securs partners tha
chnology.

onstruction compcenents
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Industrial. Parks -

DEDRA should undertake surveys and consultations with g view 1o creating 2
supstantizl number of specialised and mixed Incusirial Parks. The focus,
locztion, size, functions offersd to users (trzining, marketing, computer,
dasign, testing, information, financizl, and other support facdmw/, e
coportunities for ioinc ventL. res and su: contracts btetween Palestinian
firms and EEC and Japanese firms shall be studied.

into consideration long term land

The locztion of these Parks should tzke
fong, transport and communiczation

usa considerzations, ocoulation alsposit

The .foHowmg types of Industrial parks may de cansiderea:
-- clothing manufaciuring;

[0))
'

niacing tha twould give locz s &
o



-— leather products: shoes. Dags. sultcases. etc:
~~ agro-industries: tomatoes products, sorti

Ing and packaging, jams, dairy
products, pickles, ollve products;
-- metal machining, plastics, and Sysiem assemblies of specialised
egquipment: X-rays, spars parts;
-= construction matarizls and supplies: electrical, mechanical, windows,
r1{t2d cabinets, Kitchens, assemolies of housancic elecirical eguipment for
Pzlestine and expor:s (always cnose the besy).

—- refrigeratad storage, sorzing, packing and exg riing.

Research Parks

In-order o initiate the intagration of higher educati

ation with the world of
work, 1t is useful to consicer in this €mergency phase the estzblishment of
sucstantial areas nezr all the major universizies and large techniczl scheols

L0 De designated as resezrch parks.

The idez is to encourage existing and new raszzrch institutions -- priva
ancd puplic -- to locate in one of these arezs. Thess parks snould be operat
as 2 Dbusiness, and investments for their davelopments

S should te invitad,
PEDRA may wish to sponsor feasibility stugies.

Le
a~
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raining

zining will play an important role in g numoer of ways. During the next S

27S, training and ecucztion have to be czrary

mmediats emolovment: it is vita] toq inCrezs=
)

-

FE2SE 2Conomic afficiency and to

aroductively the donor 2id that will be granted.
\r2ining have 10 work Clesely fogether to
lic sec :

0r tunctiens in: cusisms, ransocers

f
Inirasiructurs (

‘ bt
L0 Butlt, acvisory sarvicas, movement of
peopie).

Qbjectives of PEDRA Activities in Training

PEDJRA shall aevelop snori-tarm wraining programmes in ralztion o icg
2Conemic and qevelopment activities. The focus ners is o rain and retrain
ava

ilabie manpower by providing snori-term courses. Long-term educztion
Wil remzin uncer the zeais of equcztional autherities,

-~

PEDRA shall work Closely with educationzl institutions at al] levels with z
view to developing their Czpabilities and facilities

¥ @na constantly clracted to -



PEORA could consider planning ror Che estapblisnment of a3 jzppower
Training. Pianning 3nd Management Unit

Chambers of Commerce

PEJRA shall assess the need to provide training and support programme to
help transform chambers of commercs into aczive participants. It will also

nelp them to increzse their capacity to provide supgort to the pusiness
community.

Agriculture

in this sector thers ars some Kkey products that caould be targaeted for
attention: the olive inaustry in all its aspects; dates; citrus, plastic aqgri-
products; melaon and wztermelon; and agro-ingusiries.

Olive Industry & Eurcpean Olive R&D
It may be useful to sesk the assis

8
Advancad Meditarranezn Agronomic S
0 increaze olive tree yields.

ationzal Cenftre for

1
- -~ . - . N -3 - -
ts s2cyra t2chniczl assisiance

ance of the Intern
tudies

Dairy and Animal Production

~his Is an Imporzant activity and a prelimingry survey of iImmedizte needs
should 233ist PEDRA to identify a snort «&rm rzmedial measures. It is 210
sossible to develop dairy industries based on imgorted £C milk powaer. X
=ssistance in the develooment of a cziry incusty woulg o€ nignly weiccme.
~hers zls0 exists a comprehensive technolegy for animzl Teed procducticn
nzsad on 32z walsr irrigation. The stugy snouic incluce an evzivztion of
szline water agricuiturs and its potentizl relevancs Lo Paiesting

Long Lead Items and PEDRA Advanced Planning

. &

ning are illysirative axzmples of the type of topics that may oe

PEDRA whaosz mzain function wouid be Lo

inlziate preparatory work Lo 2ssist the post-eiacilon Government to move
enezd as quickly as pessible
18 E




A large numoer of Studles, surveys and repart

year. The Unit should prepare detailed Work p Programmes for each of these
t2sks so that the output serves ultimate 0Djectives,

The Natfonal Statistical Organisation

))

odef“\ state spends between $4 zand 310 PEr capita on the prenzration of
tt,uc; to enable government and public to take appropriate decisions.

should undertake 3 study to establish 3 National Statistical

ISatlon and to traln proressionzl SLEC sticians and experts o manage
én Qrganisation.

m O O wm
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The Establishment of 2z National Burezu of Standards

PEDRA should establish 2 commission tg éxamine what code of standzras

snould be adootsd ,and to design the facilities requirzd for the
estadlisnment of a Natfonz] Burezy of Standards.

National Institute for Quality Management

Pzlestine has to become zn exporting ceuntry. The quality of it

L3 producis
will determine its markets and its competitiveness. It IS aDsolutely
nécessary Lo estadlish a National Institute ror Quality Manz ge nent whicn
would provide 3 sirong czpapility for training and palicy reseszrcn in this

cemain.

cducational Testing Service

~ignh quality standardi nationel tzsis to fncourage privatz and puplic
3Ch00ls to work for *ncner Qta NCarcs shouid oe esizblisnea. It snouia ziso
aéminister some university-entrancs €Xaminztions.

Energy Policy

10e suoply of ener gy and various food comoonents (cerezls, rice
will be cne of the largest and mest permanent drzain on foreign e
wie case of energy it is absolutely sssential o greoare z energ
0rdsr Lo promeis the us2 of locz] enc renewealle sources of enera
gs o eskcbhcn as early as possible 2 sound basis for the eff

a

-

'Energy efficiency is a2 well estz
1

Sned technology and considerable
aCvances have deen made in it It | te

canology that affects czr imports,

S M3y De preparsa during this



operations and malntenance, Insulation of bulldings, code of design of

bulldings, operations of power stations, power transmission, use and
maintanance of power and household equipment. -

Solar energy is alrezcy in considerable use. Every effort should be made to
imprave and to extend its use. Renewable wind energy has emerged as a vital
and cost effective source of power. The Jordan valley may be an ecenomic

source of thermal energy. ltaly has developed the technology for geo-
thermal energy exploitation and It may be useful to Include this and other
possible sources of energy supply In the recommended energy stuay.

The use of renewable energy and the development of energy efficiency will
induca substantial savings in foreign exchange raquirements.

Local and Cenftral Government

PEDRA will establisn a team specialised in Public Administration to study
the priority requirements of local and central government , and arrange
with universities to establisn training programmes.

EC/PEDRA Information Coordinaton Center

Tnis is an emergency, and time is very snort. It will be impossibie to
estzdlisn at PEDRA within the next few months an adequate nformation.
@atz dase on the enormous wezlth of Suropezn competence and sourcss of

information, consultancy 7irms and contractors.

It is thus recommended to estzabiish a coordination canter a2t the EC which

PESRA can contact for rapid assistance with a view to locsting Eurcpeszn

firms 2nd crganisztions which may be interested in undertzking various

L2f2sicd
T
gclivities. :

ne good afffces of an EC Coordination Cantar should be helpful in praviding
>

C
2 information and 2iso in making preliminary inquiries with the part
DF

[9)]

d d parcies
EDRA will specifv the tLype of service raguirad.
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IC is opviously difiicult to estimate PEDRA's operating budget. We expect

requirements to de of the order of $10 to $20 million during the 12 months
of its operations. We estimatea that for this cztagory of emergency, the cost
af thls propesed operation will de In the range of | to 2% of total funds
expendeq. a
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IT IS estimated that PEDRA wlll Nave Lo manage and or medlata operations
involving aid and business investments in excess of $1 billion during its
first year; this is in addition to advance planning.

The rougn distribution of expenditurs will be as follows: salaries and fees
for consultants (some 60 to 70% 2), office rent (2 to 4%); equipment (S to 7%);
information (S to 8%); travel, per diem and cammuniczations (15 to 20%2).

EC/PEDRA Joint Coordination Committes

Mast of the funds zllocated by the EC will be paid directly to contractors or
suppliers. Thus clese coordination betwesn PEORA and EC is eszantial at all
stages of a programme/project: from the initiation of a consultancy to the
completion and accsptance of the finzl product. Otherwise, considerable
celays may take nlaca.

PFJRA proposes that a JoInt EC/PEDORA Coordination Commitiee be
ablished to manage U

est Nis aspect on a day-to-day basis. It will be
nece=*ary Lo develop and agree on detziied sroczduras so that both parties
gccly the seme stzncdards and methods.

PEDRA will be agreezble to adapt its proczduras to EC methods and
sizndards. The mejor consigerzation hef" i rationglising the system t
reguce waste of time {0 all parties conczrnec.
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A. Create an Israeli-Palestinian Economic Brainstorming

1. Aims:

a. Create an informal, non-official exchange of ideas in
order to challenge, as well as support official
policies;

b. determine jointly the optimal parameters for
Israeli-Palestinian cooperation in the economic
spheres:

M i. identify mutual fears of cooperation and

K’ define necessary limits;

> ii. identify spheres were cooperation is wanted

and necessary;
iii. define parameters for tri- and multilateral
cooperation.

c. evaluate optimal guidelines for Palestinian
physical and institutional infrastructure development
and identify potential Israeli support and opposition;

d. evaluate optimal guidelines for promoting Israeli-
Palestinian-Arab regional cooperation and identify
potential Palestinian support and opposition;

2. Proposed Practical Moves:

a. obtain agreement of proposed candidates to participate
in the suggested brainstorming:
i. Palestinians: Yussuf Sayigh, Samir Abdallah,
Samir Hleileh, Z. Mayassi and Sari Nusseibeh;
ii. Israelis: Immanuel Sharon, Avishai Bravermann, Avia
Spivak, Ehud Kaufmann, Yair and Ron;

b. organise first Israeli-Palestinian workshop with
informal agenda, as soon as possible;

c. submit confidential report to decision-makers and
prepare further meetings once in four months.

3. Budget:

costs of first meeting:

12 flight tickets a Us $ 1 400,- $ 16 800, -
2x12 hotel accomodation a $ 200 $ 4 800,-

conference room, per diem
costs and miscellaneous S 2'000,-

%ln Qéim‘ ((QJL//LQ%
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200 expert hours (Yair and Ron) per hour $ 100,

Secretarial work 150 hours per hour $ 20, -
total for one meeting

three meetings a year sum total

$ 20 000,-

$ 3 000,-
$ 46 600,-
$ 139 800, -



B. Create a Four-Partite Middle East Economic Progress

1. Report on a two-monthly basis on:

a. coordination and implementation of international aid
activities;

b. coordination and implementation of economic policies
between Israel, PISGA, Jordan and others (monitor
Israeli, Palestinian and Jordanian policies);

c. the growth of the Palestinian economy.

2. Establish a close working relationship between leading
economists and people with high public standing in Israel,
the Territories, Jordan, the United States and Norway.

3. Create a multilateral instrument for public criticism,
documenting hereby the effectivity of public accountability
and its impact on the creation of democratic patterns of
policy making.

Participants:

This project is led by Prof. Stanley Fisher of Harvard
University (Institute for Social and Economic Policies in the
Middle East [ISEPME]) ;

the Jordanian group will be led by Tayssir Abu Jaber, former
Minister of Labour and Secretary General of the Royal
Committee for Social and Economic Policies;

the Israeli group will be led by Immanuel Sharon, former
Director-General of the Ministry of Finances and presently
chairman of the board of directors of Bank HaPoalim;

the Palestinian group will be led by Sari Nusseibeh, or by

Atef Awatmeh, presently head of the Palestinian committee for
taxation.

The FAFO Ccntribution:

As Harvard University is already promoting this project with
full speed and its own financial backing, the FAFO0
contributicn should be related to participating in this effort
with the assistance of liaison activities to be carried out by
Yair Hirschfeld and Ron Pundik, and an economic adviser, who
shall assist them.

The Norwegian team, involved in economic development
programming should assist in this effort providing guidance,
informatior and ongoing feed-back in regard to the performance
of this enceavour.



Proposed Steps:

1. Organisation of a second coordination meeting (a first
coordination meeting was held at Harvard at the beginning of
October) ;

2. establishment of liaison offices in Amman, East-Jerusalem,
Tel Aviv, Boston and Oslo;

3. work on the first report has already started; it should be
published within the coming two months.

Budget:

The general budget for this project will be provided by
Harvard University; the Norwegian government shall provide
financial support for the necessary expert work behind the
scenes in Israel and for Norwegian participation.

a. Expert advice; Yair Hirschfeld and Ron Pundik;
100 hours per month (50 hours each)

per year Uus § 120.000,-
b. Econcmic experts advice
per year Uus $§ 120.000,-
d. travel ccsts in Israel and abroad Us $ 50.000, -
e. overhead, including secretarial
expenses and office costs Uus $§ 50.000,=
total US $ 340.000,-



C. The Promotion of Democratic Structures and Thinking

1. General:

The signing of the Israeli-Palestinian Declaration of
Principles on September 13, 1993, has created the necessary
political understanding for the establishment of Palestinian
self-government in the West Bank and the Gaza Strip.
Accordingly, the Palestinians will be engaged, in the two
years to come and afterwards, in a historic exercise of nation
building, to comprise among other tasks: the establishment of
national institutions, the formation of the future corps of
civil servants, the definition of rules for political, legal
and economic decision-making, the promulgation (or the failure
to do so) of a constitution and the education for democracy of
the public and the young generation.

The international community will offer its strong and powerful
support for the Palestinian effort of nation-building and
hence has the duty, as well as the right, to contribute not
only towards economic development, but similar to the
dissemination of democratic principles. This has to be done in

a variety of complementary approaches, as will be outlined
below.

2. Six Complementary Approaches:
a. Instruction of Police and Civil Servants:

Presently and in the months to come the Palestinians are
engaged in training their police forces and their corps of
future civil servants. These instruction activities are
carried out partly in the territories, partly in Jordan and
Egypt and partly abroad.

Particular for the instruction of the police force the
provision of courses on human rights, on constitutional
thinking, the legal rights and obligations of law
enforcement is of vital importance.

FAFQ should head a small task force in this sphere
and assist in the preparation of adequate course
curricula. Yair Hirschfeld and Ron Pundik will create
the necessary liaison with the Israeli Minister of
Police and will supervise also the preparation of
course curricula.

b. The Creation of a Democratic Ruling Structure:

Palestinian society has developed during past centuries
loyalty bonds to the family, the tribe, the region and the
nation. An effective ruling structure has to aim at
integrating these different loyalties into one holistic
approach, which will maintain autonomous rights of decision
and policy making on the grass root level, while forming at
the same time an effective united national political
structure.



The prevailing legal and constitutional situation in the
West 3ank and the Gaza Strip provides important political
rights to the existing structure of the village councils

and the municipalities. These structures, their political

rights and their impact on grass root

participation in the political process should be reinforced
within the structure of the creation of an emerging
naticnal constitution.

The FAFO task force should prepare in cooperation with the
Hebrew University (Prof. Naomi Hazan) a short (and quickly

produced) study on a suggested political and constitutional

structure. Yair Hirschfeld and Ron Pundik will create the

necessary liaison and will supervise the preparation of
this project.

Developing a Democratic Approach in Economic Decision
Making:

The limitations of government involvement in economic
decision-making, the accountability of government agencies
in regard to their economic (and other) performances, as
well as the promotion of private initiative are seen today
as central factors in the making of a democratic society.

The creation of a Middle East Economic Progress Report
Grour (see above: Document B) will create a major
contribution to the promotion of a democratic approach
in this sphere, too.

Public Education on the University Level:

the dissemination of democratic and constitutional thinking

amon¢c the younger generation, the intellectual elite to
come, is of essential importance for guaranteeing (as far
as this is possible) a future adherence to democracy.

The FAFO task force should develop a university program,
in line with the experience gained by the Sorbonne in
promczing such programs in Moscow and St. Petersburg.
There, a high-prestige two-year graduate course has

been conceptualized and implemented, teaching the
principles of democratic institution building, the history
of ccnstitutionalism, the legal aspects of democracy,

the sociclogy of grass root politics and modern political
philcsophy.

For the cevelopment of such a program, liaison should be
creatad with Prof. Marek Halter from Paris, who has
orgarised and run this teaching program in Russia.

Yair Hirschfeld and Ron Pundik would again create the
necessary liaison work and supervise the preparation

of thes proposed curricula.

Evidertly, for the promotion of this program, practical
cooperaticn and financial support should be obtained from




the French Government.

Public Education on the High School Level

The dissemination of the concept of democracy among high
school students obviously is of great importance in the
creation of democratic attitudes and perceptions among
the entire society.

The Institute for Education in the Arab Sector of the
University of Haifa, headed by Dr. Majjid al-Hajj has
gained much experience in the promotion and implementation
of curricula for democracy in Arab high schools in Israel.

The FAF0 task force should be engaged in adapting these
programs to the needs of Palestinian society and their high

schools in the West Bank and the Gaza Strip. Yair
Hirschfeld and Ron Pundik will again create the necessary

liaison and supervise the adaption of the proposed
curricula.

Islam and Democracy

The cultural, political and social centrality of Islam and
its impact on Palestinian society (and other societies in
the Middle East) cannot be ignored in the preparation and
disseminazion of democratic rules and principles in the
entire Middle East.

Islam in its religious doctrines, in its past history of
political institution building, in its legal concepts and
in its general cultural approach is by no means alien or
hostile to the development of democratic principles,
althcugh non-democratic political doctrines have in

the past zand in the presence been developed from Islamic
sources. '

On the issue of developing democratic thinking based and
embecded on the culture of Islam, much work has been done
in Germany in cooperation with Egyptian and Pakistani
scholars. Such a task force has been headed by Dr. Gudrun
Kraermer from the Institut fuer Politik und Wissenschaft
(Munich), while related work has been carried out by

the Crienz-Institut in Hamburg.

The FAFO zask force should investigate the adaptability
of this approach. Yair Hirschfeld and Ron Pundik shall be
engacad in the necessary liaison and supervision of
possible program adaptations.

Propcsed 2ractical Steps

A FAr) task force should be immediately created, which
during thke coming six months should develop the necessary
programs and submit them for financing to outside

public ard private donors.



Budget

Consultancy work of Yair Hirschfeld and

Ron Pundik

120 hours per month US $§ 100,- per hour S $ 12 000,-
duration six months $ 72,000
travel costs and office expenses $ 18,000
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Introduction

The Community and its Member States have been fully committed to the
achievement of a just, lasting and comprehensive peace in the Middle
East, throughout the Arab-Israeli conflict and have congratulated the
parties on the historic step which has been made in negotiations between
Israel and the Palestinians. This should give an impetus to the other
bilateral negotiations and to the multilateral talks on future
cooperation.

The purpose of the present Communication is to explore longer term
perspectives for involving Egypt, Israel, Jordan, Lebanon, the Occupied
Territories and Syria in a process of regional cooperation, supported by
the Community, which should consolidate the emerging peace settlement.

The Community's experience with regional cooperation and its involvement
in the peace process, especially in the multilateral talks, has led it
to the conclusion that a longer term approach to problems of regional
cooperation and security is now needed. Indeed the parties to the
conflict have requested that the Community help develop such an
approach.

It is, therefore, timely for the Community and its Member States to
present to the parties a global perspective on the gains which the
region as a whole can expect in the context of a political settlement.
The Community is well placed for this task. It has close relations with
all the parties directly concerned and has a strong interest in the ’
region's security and stability. In its relations with the Middle East,
the Community will continue to promote democracy, pluralism, the respect
for human rights, the tolerance of minorities and coexistence of
different cultures and religions.

Accordingly, this Communication seeks to address three basic questions:

(i) What are the conditions for cooperation in the region? ~——
(ii) What role should the Community and its Member States play in
making cooperation irreversible?
(iii) How should the triangle of relations between the Community, Israel
and the Mashrak be developed to optimise benefits for all the
parties?



THE CONDITIONS FOR COOPERATION

From peace process }Q7cooperation process

(
Peace is the pre-condition for the successful development of regional
cooperation.“TH€7§§EEEHT7'S own experience demonstrates that war
between previously hostile parties can be made unthinkable through
economic integration. While this model cannot easily be transposed to
the Middle East, it does suggest that the development of regional
economic cooperation can be a powerful tool in reducing the level of
conflict, making peace irreversible and encouraging the people of the
region to learn to live in peace. In this context, the Community should
support efforts by the regional parties to establish systematic forms of
cooperation in areas vital to their economic progress and well being
such as water and energy.

The peace process should therefore be followed by a "cooperation
process" between the parties in the region.

Partnership requires balanced economic development

If cooperation is to succeed, it is essential to reduce excessive // 5

disparities in income 1 ls between potential partners in the region. /

Despite efforts on their part, none of the Mashrak countries have yet
achieved self-sustaining growth. Israel, on the other hand, enjoys
living standards comparable to those in western Europe, although it is a
substantial aid recipient. These standards are more than ten times
higher than those of its neighbours. According to the World Bank, seven
million Israelis could achieve by 2010 a GDP nearly equal to that of the
130 million Arabs in neighbouring countries. These gaps are ‘similar to
the income gap separating Europe and the Arab world on the southern
Mediterranean coast.

In the long term, the chances of maintaining peace in the Middle East
will be significantly influenced by the pace of economic development
throughout the area. This requires, above all, enormous efforts to be

undertaken by the Arab countries themselves. But it implies, equally, p
the firm commitment of Europe, Israel and the Gulf countries and the // 'k;t
wider international community to assist them in their endeavours. B

L4{(y{?&b¢«{i
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ITI. PROMOTING A SUSTAINABLE COOPERATION PROCESS IN THE MIDDLE EAST

1. Steps towards regional cooperation

Peace will be sustainable in the Middle East if the peace agreements,
once concluded, are followed by a long term cooperation process between
the regional parties. A climate of confidence could best be generated in
a pragmatic manner through small steps rather than ambitious
undertakings. This will encourage the regional parties to reflect
together, to develop habits of Cooperation and gradually to consider
creating institutional arrangements.

Initially, cooperation has more chance to succeed in the private sector
and between business federations, universities, municipalities,
technical institutions. The process could start with any group of
partners ready to go ahead in any field, from economy to culture.

Community experience demonstrates how difficult it is to sustain
regional cooperation efforts without institutions. That is why this
process should lead the countries of the region along the path of
"progressive institutionalisation", as Europe did in the 1950s starting
with the Coal and Steel Community.

2. A common regional vision

This cooperative approach has been initiated in the multilateral working
groups of the peace process in order to contribute to a common regional
vision for the development of the Middle East. To this end, cooperation
should go in two directions: the pooling of common capacities and the
tackling of common problems.

One of the obstacles to effective economic and social development is the
small size of the countries concerned which limits economies of scale.
It would, therefore, be useful for the parties to consider how their |
economic prospects could be enhanced by:

- creating the basis for a future Middle Eastern economic area
implying, at some stage, freedom of movement for goods, services,
capital and labour;

- efficient regional infrastructures in areas such as transport,
communications, energy, water management ;

- better use of available resources in tourism, education, research,
agriculture, industry.

Energy, water as well as health, the environment and the problem of
refugees are among the common problems stretching beyond national
borders which should be tackled in order to help the populations to lead

a better life, and hence to increase political stability and regional
security.

A regional approach to economic development could offer particular
advantages to the Occupied Territories and to Lebanon where economic
revitalisation is the key issue.



3. The process should be assisted by outside parties

The experience of the peace process shows the usefulness of working with
outside partners, acting as catalysts. Their active presence will
undoubtedly remain necessary for a long time to come. The basic
multilateral institutional framework created at the Madrid conference
should, therefore, remain in place. It might well evolve into a regional
organisation, along the lines of the OECD, with the increasing
involvement of the regional parties and Europe.

III. FUTURE RELATIONS WITH THE MIDDLE EAST

1. A balanced triangular relationship

Europe should be prepared to offer further support to the region to
consolidate peace and to encourage regional integration. A triangular
relationship between Europe, the Mashrak and Israel should be carefully
balanced to open cooperation opportunities according to the capacities

of each partner and should also lead to closer relations between Israel
and the Mashrak. Accordingly:

1) the Mashrak countries and Israel should be encouraged to undertake
economic reforms and regional co-operation;

2) the Community should offer the Mashrak countries a closer
partnership along the lines of that offered to the Maghreb
countries, while taking into account the specific characteristics
of each country concerned;

3) the Community should offer Israel the same concept of partnership
adapted to its situation, and should involve Israel more closely
with European developments where common ground and interests
exist;

4) relations with all the countries of the region should be based on
respect for human rights and the strengthening of democracy; in
any agreements with the Community the specific clause will be
inserted indicating that respect for human rights and the

strengthening of democracy are essential elements of the
agreement.

In the present state of fragmentation in the region, the gains brought
about by reforms at national level will not be able, by themselves, to
yield sufficient economic effects. Regional cooperation would add
important economies of scale and opportunities for economic
specialisation. Therefore, one of the objectives of the future EC
agreements with the Middle East countries should be to promote regional
cooperation and institutions (for example water and energy management) .

Despite the fact that the Community concluded cooperation agreements
with the five countries concerned in the late 1970s, the intensity of
relations (trade, investments, science and technology, culture,
political dialogue) neither reflects the region's strategic importance
for the Community, nor its geographic proximity. They have asked the
Community to give special attention to the development of mutual
relations against the background of the completion of the internal
market, European Union, its involvement with countries of central and
eastern Europe, the Gulf countries and the Maghreb countries.




The new Community approach should be based on the realisation that the
time has come to move away from pure development cooperation to

partnership, engendering new forms of cooperation in many fields,
whether political, social or economic.

Europe and the Mashrak

The Community's commitment to supporting the Mashrak economies will
express its confidence in the region's future. For their part, the
Mashrak countries will need to demonstrate their commitment to

partnership by continuing the reform process and taking concrete
measures to promote regional integration.

This partnership should be based on:

- political dialogue;

- progress towards free trade;

- encouragement to reform;

- support for regional cooperation;
- financial cooperation.

Regular political dialogque will be an essential element given the
strategic importance of the region.

Trade should be an important element in the new agreements. The
progressive dismantling on each side of tariff barriers could lead to
regional free trade early in the 21st century. This would have a
positive impact on inter-Arab and Israeli-Arab relations. The parties
would, thus, participate in a wide area of cooperation and increasing
economic freedom comprising Europe and a major part of the Arab world.

It will be essential to assist the Mashrak countries in their efforts to

reform their political and economic systems, to move to a market economy
and to control population growth.

All possible areas of regional cooperation encouraging the Mashrak
countries to modernise their economies, should therefore be envisaged:
macroeconomic issues, dialogue in all economic sectors, investment,
employment, standards, customs, environment, science, technology,
education, infrastructure, culture, demography, combatting drugs, etc.

Appropriate forms of financial cooperation will be developed. The new
EC-Mashrak parthership will require adequate funding both from public
sources and increasingly through direct private investment.

Europe and Israel

Israel's particular profile should be taken into account in future EC-
Israel relations and in regional cooperation in a triangular framework.



With a growing GDP per capita of more than $12,000 and a highly trained
work force, Israel sees its future as a producer and exporter of high
value-added goods and services, closely linked to the European Economic
Area and institutions. Israel would wish to participate in various types
of networks linking the Community and other European countries, which
are not open to non-European third parties.

Although the Community's relations with Israel should be based on the
same basic concept of partnership which it intends to apply in its
future cooperation with the Maghreb and Mashrak countries, the substance
of this partnership should take into account Israel's level of
development .

Political dialogue, free trade in goods, capital and services and
eéncouragement for regional cooperation should be included in the
Community's relations with Israel in addition to intensive cooperation
in all fields from banking to technology, energy, agriculture,
industrial property etc.

Israel and the Mashrak

Whatever the future configuration of relations between Europe, Israel
and the Mashrak, the Community should do its utmost to convince its
Israeli and Arab partners to embark on long term cooperative relations
and work together towards balanced regional economic development.

It is therefore essential that the eventual peace settlement be

strengthened by bilateral and multilateral Arab-Israeli cooperation
agreements and possibly by joint institutions.

Israel should be encouraged to participate in the development of the
whole region and assisted in this endeavour. The new contractual
relations to be established between the Community and all the parties of
the region will contribute to this.

CONCLUSION

Regional cooperation will only succeed with support from outside
partners. The Community, because of its geopolitical situation, its
close links with all the parties concerned and its own experience with
regional cooperation, has a major role to play. It could also help to
facilitate the rapprochement between the parties to the Arab-Israeli

conflict by upgrading its own links with each of the countries
concerned.

This paper should contribute to the Community's policies towards the
Middle East in the context of the achievement of peace. The resulting
guidelines should be translated into work programmes to be implemented
while peace is being established in the region and security
strengthened.

Other complementary initiatives dealing with short and medium term
issues will be proposed shortly by the Commission, as necessary, in
the light of the evolution of the peace process.




@oo2

1210 '93 11:20 FAX 3222090203 CEECAN270811DG01

COMMISSION OF THE EUROPEAN COMMUNITIES

| T IPRR

COM(83) 458 final

Brussels, 29 September 18983

MUNICAT ION_FROM TH 1SSl

AND THE EUROPEAN PARL | AMENT

EC SUPPORT TO THE MIDDLE EAST PEACE PROCESS

F.002

3222990z03

12-00T-1993 11333




12/10

12-0CT-1

"93

g

=

3

11:21 FAX 3222980203 CEECAN270611DG01

E PPORT TO- PRQCES

Communication to the gggncrl‘and the Parliament

1. Introduction

With the breakthrough represented by signing of the .Israeli/PLO
Agreement the Middle East peace process has reached a critical phase.
The relationship between Israel and the Palestinians is at the core of
the Arab/lsrael problem. The difficulties between !srael and the Arab
neighbours may now begin to be resolved. A comprehensive peace
settlement could be within reach if negotiations are pursued in all
tracks of the Madrid framework. The signature of an agenda for
negotiations between Jordan and lIsrael is an initial Indication of
this. :

However, the situation is not irreversible. Public opinion both in
Israel and in the Occupied territories is volatile and could be
influenced in the short term by extremist acts of violence and in the
longer term by the faliure to secure concrete sconomic achlevements.

The comprehensive nature of peace is hot yet secured and the future of
the Israel/PLO Agreement is therefore uncertain.

For the future the success of the peace process yill depend on two
factors :

- the ‘engagement of |Israel, Syria and Lebanon in concrete
negotliations;

- the perception by the populations concerned that the first steps

towards peace are bringing an immediate improvement in material
conditions.

on the diplomatic front there should be contlinued support for the
process begun in Madrid, with emphasis now on Syria and Lebanon.

on the economic front the time Is now right for the EC, together with
the international community and especially the Gulf countries, to
embark on an ambitious co—operation programme which would embrace the
economic development of the West Bank and Gaza, bearing in mind the
need also for internmational efforts in favour of the region as a whole.

The progress being made In the bilateral negotiations should have an
impact on the multilaterals. The European Community, which has been
called upon to play a leading role in this area, should take the
opportunity offered by the new climate in Israeli/Palestinian relations
to give an impetus to regional cooperation.

The Community has built up experience of activities in the region as a
whole and In the Occupied territories over a number of years and is now
the largest aid donor to the territories (see details in annex 1).

The present paper sets out the Commission’s views on how the EC could
lend its support to that process in dealing :

- with the most urgent and specific needs, to he!p the Palestinians
succeed in their move towards autonomy;

1
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— with the global aspects of the region, to ensure that both Israel
and the Mashrak countries derive positive and concrete benefits
from the psace process.

2. Future EC cooperation with the Occupied terrlitories, Israe! and the
Mashrak countries

To ensure the success of the psace process it is essential that efforts
to bring ¢onditions in the Occupied territories up to a satisfactory
economic level are accompanied by action to support the economic
development of the region as a whole.

(a) West Bank and Gaza

For the years 1994-88, the Commission proposes that 500 Mecu be made
available by the Community in the form of grants and long-term loans.
Half of this amount would be charged to the Community budget and the
remainder is expected to be provided through EIB. lending (with
appropriate guarantees from the Community budget). For statutory
reasons, EIB participation in the assistance package would require the
introduction of new legal and administration arrangements. EIB lending
would therefore develop progressively after those arrangements have
been introduced and until 1986 under the 1.8 billion ECU ceiling
currently in place(1),

The Commission considers this amount to be an appropriate contribution

" taking account of the overall needs and absorptive capacity of the

12-0CT7-1993

Palestinians and the financial capacity of the Community.

The World Bank has estimated on a preliminary basis the minimum capital
requirements ‘of Gaza and the West Bank to be in the range of 500-550
million US$ per year (1994-2003). '

The Commission proposes that the Community should make a substantial
contribution, the remainder to be forthcoming from other sources
(Member States, other European countries, USA, Arab Gulf States, Japan,
Canada, Australia, stc.).

The Communlity‘s approach should focus on two complementary aims : in
the short term, capitalising on projects already under way and which
bear frult In 1993/94, to give visibility to EC co—operation; in the
medium term, to contribute to the economic normalisation of the
territories :

— Projects already under way which could be easily extended are
in the fields of_ housing, small credit and asslstance for
business and small and medlum-sized enterprises, solid waste
removal, sewage, Gaza hospital; to these could easily be added
construction of classrooms, completion of industrial parks set
up by the Israeli civil administration (see annex 2 for
projects under immediate preparation);

- in the medium term EC resources should contribute to improving
the economic and social infrastructure (housing, schooling,
water supply, sowage). At the same time they should help the

Palestinians to rapidly generate urgently-needed employment,
in particular by providing 2 modern infrastructure for private

(1) EIB loans on the horizontal cooperation facifity of .the
“Redirected Mediterranean Policy”

2
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business activities (telecommunications, road connections,
electricity, Industrial estates, etc.), and by creating an
environment favorable to the development of small and med ium—
sized enterprises.

L R Financlial cooperation c¢ould be channelled through the future
\~~< Palestinian Council. This Is in accordance with standard practice
in the Community and Member States.

In order to enable the Palestinians to handle large amounts of
Iinternational assistance, the Commission considers it important to
help them to establish the requisite technical and financial
N y machinery, a planning and flinancing authority (which might be
“) /)ﬁ ‘f designed along the lines of the lLebanese Counci! for Development

L — and Reconstruction).

The Commission is prepared to put at the disposal of the
Palestinians the necessary technical assistance.

Coordination between deonors is necessary. It is the Commission‘s
| view that the Community, as the main financial contributor, should
seek to play a central role in this coordination.

In the Commission’s view, it will suffice to set up, In the context
of the Regional Economic Development Working Group (REDWG), a sub-
group entitied "Palestinian and Economic Development Working Group*
(PEDWG), In which all donors would participate, with the Worid Bank
being fully Iinvolved. This Group could meet regularly once every
3 months In the beginning and later twice every year.

/ / '\ The Commission’s representative in the territories should take up
t‘?[ (/VL/' C g his position snortly, together with his staff of technical
’ [/ ; asslistants.
aid AP

(b) lIsrael and the Mashrak countries

The necessary focus on Gaza and the West Bank should be
complemented by increased Community cooperation with the region as
a whole.

There must be an approprlate balance betwesen the Community’s
substantial assistance in favour of some 4 miilion Palestinians(1)
on the one hand, and 80 million people living in Egypt, Jordan,
Lebanon, Syria and Israel on the other hand.

In its communication on "Future Relations and Cooperation between
the Community and the Middle East™ (COM (83) 375), the Commission
has set out its long-term vision.

It has proposed a dual approach:

- the need for the Community to help the countries of the region
(including the Palestinians) to step up their regional
cooperation; .

(1) including the Palestinians in the region assisted by UNRWA.

3
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- the need for the Community to upgrade its contractual relations
with each of the countries of the region if they so desire.

Regl ration

The Community could offer these countries a substantial volume of
technical and financial assistance for regional cooperation. Since
1992 the Community - has already done so. Under the new
Mediterranean policy for 1992-96 it has set aside considerable
budgetary and loan resources for regional cooperation in the
Mediterranean in general (Maghreb. Mashrak, Turkey).(2)

Due to the absence of peace and therefore cooperation, only a small
amount of these resources have been used so far in favour of the
Middle East.

The prospect for peace will open new possibllities for cooperation
in the region. There will be, in the years to come, new
reguirements for the financing of appropriate intra-regional
infrastructure (roads, telecommunications, ete) and water and
energy projects, etc. Tt

The Commission belleves, therefore, that the Community should be
ready to announce its willingness to underpin that process through
making available, as part of a wider Iinternational action,
appropriate finance and through offering its know-=how on regional
cooperation.

Especially in the longer term, it would be useful to examine ways

to promote Joint management of regional strategic resources and .
infrastructures. This could prepare the ground for the

establishment, when conditions permit, of a Regional Community for

water, energy and Infrastructure. To this end. the Commission has

set up a working group to study the principles which could underpin

this idea and the ways t0 assist in its long term implementation.

' - >, Furthermore, the Community has a specific role to play in promoting
) \ ’ I : regional cooperation among the political and intellectual decision-
makers of the region. To this end, the Commission intends to step

up its own efforts to organise seminars, workshops, etc., in order

~ « ¢ a
, j/l to bring together leaders of the Middle East countries, as the
LAus! dﬁﬂ;7 J “AM commission has done with the Israelis and Palestinians in the years
' |
i 2 % (7

1988-83. ————
“ i
/xrux/x The Community is ready to Invite regional parties to exchange
views on the priorities for regional cooperation over the coming
years.

Untit 1995-86, financial resources wiil be made available within
the context of the Mediterranean Pollicy to meet the initial
priorities. In addition, the EC will look further ahead at the
possible need for additional budget and loan resources, in order

to allow the necessary long-term planning to proceed.

(2) 360 Mecu per annum EIB loans and 65 Mecu per annum, on average,
budgetary resources.

12-0CT-19332  11:35 3222990203 F.0av
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Upgrading EC bilater3a! relations

4
LééZLLAﬁf ‘ The 1975 EC/Israel Cooperation Agreement, providing essentially for
[ free trade between Israel and the Community, should be replaced by ‘
NEes o ¢ a new Agreement. In particular 1t should open new areas in the
/’ » flelds of trade, services and cooperation in a wide range of
C7b7ﬂ AR sectors (in particular science and technology). To this end, the
-~/ Commission submit§ a proposal for Negotiating Directives and hopes
that the Council will speedily act upon these.

The EC should be prepared to respond positively to any wish by
Egypt, Jordan, Lebanon and Syria to embark on a new dialogus with
the Community.

More particularly, in order to heip the Arab countries of the u;{ -
region to enter into free trade with Israe! and among themselves, / QQQQ t%
it might be nelpful If the Community, at the same time, embarked on l
a process leading to the establishment of a free trade area with e
these countries in the foresesable future.

[lCGbet It is not possible to negotiate an international agreement with the 1 ,
- West Bank and Gaza; however, ways should be found to arrive at a !
structured relationship between the EC and the Palestinian self-

government, covering all aspects of cooperation with them.

o 4

3. 1In_conclusion, the Commission calls upon the Council and the
Par!iament: .
- to endorse these general guidelines, which are designed to
underpin the on-goling Peace Process;

- to note that the Commission will make further specific
proposals as and when necessary;

- to keep the matter under regular review within the appropriate F
institutional set-up.

COM/93.458-5

12-0IT-1933 11:36 3222990203 F.0oo2



’44444444*"____—_"""““—‘“—T—--———-———————————————————————-—___w

12/10 "93 11:24 FAX 3222900203 CEECAN270611DG01

1. Background

Up until 1980 .the communlity aid to the Palestinian population, whether
inside or outside of the Occupied territories, was limited to the
refugees. From 1571 on there had been 2 cooperation with UNRWA which was
and still is formally translated into Conventions. Between 1971 and 1880
the total amount of this aid was $ 132 million. In 1981 a new approach
for the benefit of the pPalestinian population-started consisting of
direct Community aid under different budget lines which until 1986
reached a total of ecu 8.88 million. From 1587 on there has been a
specific budget line (now Articlie B7-408) for direct deve lopment aid to
the territorles. :

2. Guidelines

Community action is based on the 1980 Venice declaration: support of UN
secur lty Council. resolutions 242 and 338; the right of Palestinians to
self-determination; the right of all states Iin the area to live In

security and peace.

The 1986 Council guidelines defined the main principles of the Community
attitude towards the Palestinian population and lIsrael with regard to

the territories. S (f)'
The priority areas are the following:

- small-scale employment—generating projects or measures In the
agricultural and industrial sectors, in particular by giving support
to measures In the agricultural sector_ which would increase food

self-sufficiency

- education/training, particularly in the vocational and technical
flields;

— upgrading of local pPalestinian Institutions, such as Arab-run
Municipallities, ‘Universities and Col leges, professional
organisations, etc. particularly through [linkages with similar
institutions In the European Community, In-country training,

seminars.

in the 1989 European Council declaration of Strasbourg the Community and
its Member States strongly confirmed their previous position and
emphasized their commitment to support the Palestinian population in the
territories. Education and health were singled out as areas to which
particular attention should be devoted. :

3. Description

Community aid to the Occupled territories has five main headings:

12-01T-1993 11:36 3222990203 F. 00
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Ald to refugess through UNRWA. This takes place mostly through
contributions to the regular UNRWA budget, which are spent on
education, health and food 2id programmes. [n the years 1971 to
1892 this aid amountsd o about ecu 518 million. It is for all
refugees, even those who are not living In the Occupied
territories. Since the latter represent appreximately 38 percent
of the total, it Is estimated that under this heading aid to the
territories amounted to about ecu 197 million for 1971-1902.

Ald through co-financing with Europsan NGOs. In 1979-1982 the
total amount contributed by the Commission was ecu 12.8 million.
This was equivalent to a2 38.6 percent contributlion to projects
for a total value of over ecu 33 million.

Direct development aid under budget lines B7-406 apd B7-701
amounted in 1991 to scu 70 million (including ecu B0 million
exceptional aid) and in 1992 to ecu 17 million (including ecu S
milllon exceptional aid). The figure for 1883 is ecu 35 million
(Including ecu 20 million for new actions). The total amount
devoted to these [lines from 1987 up to 1983 is ecu 139 million.

Aid to promote direct Palestinian exports from the territories
to Community markets.

The Community has reduced lmporf levies for certain Palestinian
agricultural products from January 1993 to zero. Vg
\1:’-_<

— <

Emargency and exceptional aid Iinterventions : In 1882 the
Community approved a contribution of ecu § milllon towards
running costs of Palestinian hospitals. They will be disbursed
In 1993/1994. In December 1992 the Community approved 6,000 T of
wheat flour for the Gazan refugees through UNRWA and In June
1983 an additicnal amount of 6,000 T of wheat flour, 600 T of
rice and 600 T of sugar were approved for refugees and hon-
refugees of the Gaza Strip.

@o1o
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ANNEX 2
PROJECTS LINDER PREPARAT ION BEFORE

THE END OF 1593 FOR GAZA_AND THE WEST BANK

MECU
Solid waste disposal in Rafa and Gaza City 2.5 °@©
Sewerage in Gaza Strip 10.0 ©)

Universities and Community Colleges, West Bank & Gaza 15.0

Technical assistance and studies 5.0 :
Establishment of local public TV and radio authority 2.0 ( W i W‘/[é
T da w//}
various infrastructures (energy, transport and
communications) 0.704
——

Cooperation networks (local governments,
universities and media) 2.30
Economic co—-operation in the private sector 0.65
Support for the electoral process 4.0 (
Humanitarian aid(1) 5.0 (estimate)

Total : 48.154
The current housing programme will also be accelerated, leading to

increased Job creation. ... e.. &< Q\k?« WV& (,;_/:;7,

(1) a Commission evaluation team is currently in the Occupied
Territories.
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LE SOUTIEN COMMUNAUTAIRE AU PROCESSUS DE PAIX AU PROCHE-ORIENT

Fiche Financiére

INTITULE DE L ACTION -

EC support to the Middle East Peace Process
(Assistance financlére aux Territoires de Cisjordanie et de Gaza)

LIGNE BUDGETAIRE CONCERNEE: Poste B7-406

BASE LEGALE: néant

DESCRIPTION DE | ACTION

4.1. Oblectifs spécifiques de |‘action

4.3.

/At /oo Th2/FF INfrode feS3

12-0CT-1933

11:38

En vue d’améliorer les conditions de vie de la population
palestinisnne, I*action vise le f inancement de
1’investissement et des frais de fonctionnement dans les
domainss de 1’iInfrastructure, de la production (agriculture,
péche, 1°industrie) des services (incl. tourisme), du
commerce exterieure, du dédveloppement urbain et rural, de la
santé, de |’environnement, du developpement des instituion
et administrations, de la formation et de |'’enseignement.
Elle permet également |’assistance technique nécessaire pour
1'exécution de telles aides et le colt de I|’instruction et
de suivi des projets.

Durée
1994 — 1998
Population visée par |‘action

Les actions sont destinées & la population palestinienne des
Territoires de Cisjordanie et de Gaza.

3222998203 P.012
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5. CLASSIFICATION DE LA DEPENSE (B7—408)
- o
- o

- Types de recertes vis€es: néant

6. TYPE DE LA DEPENSE/RECETTE (B7-406)
-. Subvention a 100 %

- Aucun remboursement n'est prévu

- L'action proposée n'implique aucune une modification du
niveau des recettes.

7. INCIDENCE FINANCIERE
7.1 Mods de calcul ‘du codt total de |‘action pour [‘exercice 1994

Le montant proposd en engagements tient compte de |’expérience
acquise dans le passé, des besoins évidents et de la capacité
d’absorption des institutions concernédes. Il refiéte aussi
| ‘engagement de la Communauté & développer son soutien en faveur
des Territoires Occupés, la déclaration du Consell Europden de
Strasbourg des 7 et 8 décembre 1889, et les orientations de la
reunion informeile des Ministres des Affaires Etrangéres a Aeden
Biesen les 11/12septembre 1993.

Vu d’une part le reste & liguider dd notamment 3 un engagement de
5,0 ECUS fin 92 et d‘autre part la nécessitd d'augumenter
| “assistance aux territoires afin de contribuer a la reussite de
|‘accord intervenu entre Israel et [|'OLP ie 13 septembre 1993
une augmentation significative des credits d'engagement et de
paiement est demandés.

7.2 Ventilation par éléments du colt de i‘action en MECU (B7-408)

VENTILATION Budget {Budget |Budget |Budget |Budget Budget | Total
83 94 95 g6 97 98

Assistance financiére
aux Territoires occupés de| 15+20 50 50 50 50 50 250
Cisjordanie et de Gaza

Les montants sont exprimds en écus courants

7.3.: néant

12-0CT-1993 11:38 2222590203 ' P.O13
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7.4. Echéancier Indicatif des crédits d‘engagement
(pour les actions pluriannuelles assorties d’un MEN)
en MloEcus
- période d'application : 1994 - 1888
Situation PROGRAMMAT ION INDICATIVE T
cumuiée Budget APB (o}
fin 1982 1893 © 1994 T
QD] 1985 1996 1997 1888 A
' L
44 15 + 20 50 50 50 50 50 250
8. DISPOSITIONS ANT|-FRAUDE PREVUES DANS LA PROPOSITION D°ACTION
Dl 1t1 ntl-fraud
Contr8les normaux de la commission
Q. ELEMENTS D'ANALYSE COUT-EFFICACITE
9.1. Objectifs
object!f(s) spéclfique(s) - llens avec les object/fs plus
généraux et les autres actlons proposées dans la
programmat ion financl/ére I(ndicative
En vue d'améliorer les conditions de vie de la population
palestinienns, et de suporter le processus de paix dans la
région 1'action vise le financemsnt de |’ investissement et
des frais de fonctionnement dans les domaines de
1“infrastructure, de la production (agriculture, péche,
1”industrie) des services (incl. tourisme) du commerce
exterieurs, du developpement urbain et rural, de la santé,
de 1’environnement, du developpement des institutions et
administrations, de Ia formation, et de |’enseignement.
Elle permet également | ‘assistance” technique nécessaire pour
|‘exdcution de telles aldes et le colit de 1°instruction et
du suivi des projets.
A4
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8.2 Justification de 1‘action

Colit: 250 MECU dans B7-406 pour 1994-1998 ce qul
permettra & la Communauté de donner un support au
processus de paix et wune aide significative a des
populations gqul ne sont pas couvertes par les accords de
coopération conclus avec les Etats volisins.

Effets dérivés (Impact au-dela de(s) objectif(s)
spécifique(s): Les actions financées par cette |igne de
crédit visent au " developpement et renforcement de
{’autonomie institutionnelle et économique qui réduira la
dépendance des teritolres vis & vis du financement
exterieur.

Effets multiplicateurs (capacité de mobllIsation d-autres
sources de flnancement): L'efficatité des actions de
cotte ligne pudgétaire pourrait 8tre multipliée par les
efffets stimulants sur |*économie des Territoires Occupés
qul attireront du capital local et international. De
plus, la coordination avec drautres donateurs
1"influencera postivement les actions financées par
cette ligne budgétaire.

9.3 Suivi et évaluation de 1"action

11:33

Indicateurs de performance sdlect/onnés

pes Indicateurs de performance spécifique sont établls
pour chaque projet (par exemple: augmentation de la
production en agriculture et du taux d-éautosuff/sance
alImentalre, veolume des exportations des territoires
concernés).

Hodalites et périodicité de ! *évaluation prévues

Les principaux secteurs financés  feront | "objet
drévaluations annuelles.

Appréclation des résul tats obtenus

Les résultats obtenu Jusqu & présent montrent que la

dégradation socio—économique & été ralentie par les
act/ons précédents de la Communauté.
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Introduction

1. The Community and its Member States have been fully committed to the
achievement of a just, lasting and comprehensive peace in the Middle
East, throughout the Arab-Israeli conflict and have congratulated the
parties on the historic step which has been made in negotiations between
Israel and the Palestinians. This should give an impetus to the other
bilateral negotiations and to the multilateral talks on future . |
cooperation.

2. The purpose of the present Communication is to explore longer term
perspectives for involving Egypt, Israel, Jordan, Lebanon, the Occupied
Territories and Syria in a process of regional cooperation, supported by
the Community, which should consolidate the emerging peace settlement.

3. The Community’'s experience with regional cooperation and its involvement
in the peace process, especially in the multilateral talks, has led it
to the conclusion that a longer term approach to problems of regional .
cooperation and security is now needed. Indeed the parties to the
conflict have requested that the Community help develop such an
approach.

4. It is, therefore, timely for the Community and its Member States to
present to the parties a global perspective on the gains which the
region as a whole can expect in the context of a political settlement.
The Community is well placed for this task. It has close relations with
all the parties directly concerned and has a strong interest in the
region’s security and stability. In its relations with the Middle East,
the Community will continue to promote democracy, pluralism, the respect
for human rights, the tolerance of minorities and coexistence of
different cultures and religions.

5. Accordingly, this Communication seeks to address three basic questions:

(i) wWhat are the conditions for cooperation in the region?
(ii) What role should the Community and its Member States play in
mak ing cooperation irreversible?
(iii) How should the triangle of relations between the Community, Israel '
and the Mashrak be developed to optimise benefits for all the
parties?



. JH NDITIONS F RATION

|. From peace process to cooperation process

Peace is the pre-condition for the successful deve lopment of regional
cooperation. The Community’'s own exper ience demonstrates that war
petween previously hostile parties can be made unthinkable through
economic integration. While this model cannot easily be transposed to
the Middle East, it does suggest that the development of regional
economic cooperation can pe a powerful tool in reducing the level of
conflict, making peace irreversible and encouraging the people of the
region to learn to live in peace. In this context, the Community should
support efforts by the regional parties to establ ish systematic forms of
cooperation in areas vital to their economic progress and well being
such as water and energy.

The peace process should therefore be followed by a "cooperation
process" between the parties in the region.

Partnership requires balanced economic develo ment(y‘Q\{ (QTSDQ\

| f cooperation is to succeed, it is essential to reduce excessive
disparities in income levels between potential partners in the region.
Despite efforts on their part, none of the Mashrak countries have yet
achieved self-sustaining growth. lIsrael, on the other hand, enjoys
living standards comparable to those in western Europe, although it is a
substantial aid recipient. These standards are more than ten times
higher than those of its neighbours. According to the wor |d Bank, seven
million Israelis could achieve by 2010 a GDP nearly equal to that of the
130 million Arabs in neighbour ing countries. These gaps are similar to
the income gap separating Europe and the Arab wor I|d on the southern
Mediterranean coast.

In the long term, the chances of maintaining peace in the Middle East
will be significantly inf luenced by the pace of economic development

throughout the area. This requires, above all, enormous efforts to be
undertaken by the Arab countries themselves. But it implies, equally,
the firm commitment of Europe, Israel and the Gulf countries and the

wider international community to assist them in their endeavours.
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Steps towards regional ration

Peace will be sustainable in the Middle East if the peace agreements,
once concluded, are followed by a long term cooperation process between
the regional parties. A climate of confidence could best be generated in
a pragmatic manner through small steps rather than ambitious
undertakings. This will encourage the regional parties to reflect
together, to develop habits of cooperation and gradually to consider
creating institutional arrangements.

Initially, cooperation has more chance to succeed in the private sector
and between business federations, universities, municipalities,
technical institutions. The process could start .with any group of
partners ready to go ahead in any field, from economy to culture.

Community exper ience demonstrates how difficult it is to sustain
regional cooperation efforts without institutions. That is why this
lead the countries of the region along the path of
institutionalisation

progressive institut * as Europe did in the 1950s starting
with the Coal and Steel Community.

A common regional vision

This cooperative approach has been initiated in the multilateral working
groups of the peace process in order to contribute to a common regional
vision for the development of the Middle East. To this end, cooperation
should go in two directions: the pooling of common capacities and the
tackling of common problems.

One of the obstacles to effective economic and social development is the
small size of the countries concerned which limits economies of scale.
It would, therefore, be useful for the parties to consider how their
economic prospects could be enhanced by:

- creating the basis for a future Middle Eastern. mic area
implying, at some stage, freedom of movement for goods, services,
capital and labour;

- efficient regional infrastructures in areas such as transport,
communications, energy, water management;

— better use of available resources in tour ism, education, research,
agriculture, industry.

Energy, water as well as health, the environment and the problem of
refugees are among the common problems stretching beyond national
borders which should be tackled in order to help the populations to lead
a better life, and hence to increase political stability and regional
security.

A regional approach to economic development could offer particular
advantages to the Occupied Territories and to Lebanon where economic
revitalisation is the key issue.



3. The process should be assisted by outside parties

The experience of the peace process shows the usefulness of working with
outside partners, acting as catalysts. Their active presence will
undoubtedly remain necessary for a long time to come. The basic
multilateral institutional framework created at the Madrid conference
should, therefore, remain in place. It might well evolve into a regional
organisation, along the lines of the OECD, with the increasing
involvement of the regional parties and Europe.

III. FUTURE RELATIONS WITH THE MIDDLE EAST

1. A balanced triangular relationship (gL, T\v “*“5““9‘“)

Europe should be prepared to offer further support to the region to
consolidate peace and to encourage regional integration. A triangular
relationship between Europe, the Mashrak and Israel should be carefully
balanced to open cooperation opportunities according to the capacities
of each partner and should also lead to closer relations between Israel
and the Mashrak. Accordingly:

1) the Mashrak countries and Israel should be encouraged to undertake
economic reforms and regional co-operation;

2) the Community should offer the Mashrak countries a closer
partnership along the lines of that offered to the Maghreb
countries, while taking into account the specific characteristics
of each country concerned; .

3) the Community should offer Israel the same concept of partnership
adapted to its situation, and should involve Israel more closely
with European developments where common ground and interests
exist;

4) relations with all the countries of the region should be based on
respect for human rights and the strengthening of democracy; in
any agreements with the Community the specific clause will be
inserted indicating that respect for human rights and the

‘ strengthening of democracy are essential elements of the
agreement.

In the present state of fragmentation in the region, the gains brought
about by reforms at national level will not be able, by themselves, to
yield sufficient economic effects. Regional cooperation would add
important economies of scale and opportunities for economic
specialisation. Therefore, one of the objectives of the future EC
agreements with the Middle East countries should be to promote regional
cooperation and institutions (for example water and energy management) .

Despite the fact that the Community concluded cooperation agreements
with the five countries concerned in the late 1970s, the intensity of
relations (trade, investments, science and technology, culture,
political dialogue) neither reflects the region's strategic importance
for the Community, nor its geographic proximity. They have asked the
Community to give special attention to the development of mutual
relations against the background of the completion of the internal
market, European Union, its involvement with countries of central and
eastern Europe, the Gulf countries and the Maghreb countries.



The new Community approach should be based on the realisation that the
time has come to move away from pure development cooperation to

pa 'ship, engendering new forms of cooperation in many fields,
whether political, social or economic.

2. Europe and the Mashrak

The Community‘’s commitment to supporting the Mashrak economies will
express its confidence in the region’s future. For their part, the
Mashrak countries will need to demonstrate their commitment to
partnership by continuing the reform process and taking concrete
measures to promote regional integration.

This partnership should be based on:

political dialogue;

progress towards free trade;
encouragement to reform;

support for regional cooperation;
financial cooperation.

Regular political dialogue will be an essential element given the
strategic importance of the region.

Trade should be an important element in the new agreements. The
progressive dismantling on each side of tariff barriers could lead to
regional free trade early in the 21st century. This would have a
positive impact on inter-Arab and Israeli-Arab relations. The parties
would, thus, participate in a wide area of cooperation and increasing
economic freedom comprising Europe and a major part of the Arab world.

It will be essential to assist the Mashrak countries in their efforts to
reform their political and economic systems, to move to a market economy
and to control population growth.

All possible areas of regional cooperation encouraging the Mashrak
countries to modernise their economies, should therefore be envisaged:
macroeconomic issues, dialogue in all economic sectors, investment,
emp loyment, standards, customs, environment, science, technology,
education, infrastructure, culture, demography, combatting drugs, etc.

Appropriate forms of financial cooperation will be developed. The new
EC-Mashrak parthership will require adequate funding both from public
sources and increasingly through direct private investment.

3. Europe and lIsrael

Israel‘s particular profile should be taken into account in future EC-
Israel relations and in regional cooperation in a triangular framework.



With a growing GDP per capita of more than $12,000 and a highly trained
work force, Israel sees its future as a producer and exporter of high
value-added goods and services, closely linked to the European Economic
Area and institutions. Israel would wish to participate in various types
of networks linking the Community and other European countries, which
are not open to non-European third parties.

Although the Community’'s relations with Israel should be based on the
same basic concept of partnership which it intends to apply in its
future cooperation with the Maghreb and Mashrak countries, the substance
of this partnership should take into account Israel’'s level of

deve lopment .

Political dialogue, free trade in goods, capital and services and
encouragement for regional cooperation should be included in the
Community’'s relations with Israel In addition to intensive cooperation
in all fields from banking to technology, energy, agriculture,
industrial property etc.

4. Israel _and the Mashrak

Whatever the future configuration of relations between Europe, Israel
and the Mashrak, the Community should do its utmost to convince its
Israeli and Arab partners to embark on long term cooperative relations
and work together towards balanced regional economic development.

It is therefore essential that the eventual peace settlement be
. strengthened by bilateral and multilateral Arab-Israeli cooperation
agreements and possibly by joint institutions.

Israel should be encouraged to participate in the development of the
whole region and assisted in this endeavour. The new contractual
relations to be established between the Community and all the parties of
the region will contribute to this.

IV. CONCLUSION

Regional cooperation will only succeed with support from outside
partners. The Community, because of its geopolitical situation, its
close links with all the parties concerned and its own experience with
regional cooperation, has a major role to play. It could also help to
facilitate the rapprochement between the parties to the Arab-lIsraeli
conflict by upgrading its own links with each of the countries
concerned.

This paper should contribute to the Community’'s policies towards the
Middle East in the context of the achievement of peace. The resulting
guidelines should be translated into work programmes to be implemented
while peace is being established in the region and security
strengthened.

Other complementary initiatives dealing with short and medium term
issues will be proposed shortly by the Commission, as necessary, in
the light of the evolution of the peace process.
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[1.” POOLING COMMON DEVELOPMENT CAPACITIES ]

B () 3

1.2.

ESTABLISHING THE BASIS FOR A MIDDLE EASTERN ECONOMIC AREA

oods and services

One of the most urgent priorities for virtually all the countries of the Middle East, in particular
the countries of the Mashrak and Israel, is to encourage trade and thereby foster an optimal
division of labour between them.

The present level of trade in goods and services between the Mashrak countries themselves and
between them and Israel is minimal (less than two billion dollars per year, of which about 80%
concemns lsraeli-Palestinian trade). This situation is due essentially to the political obstacles, high
levels of protectionism and inadequate transport links.

With centres like Beirut, Amman and Tel Aviv, no more than 150 km from each other, the low
level of trade between themselves is a costly economic absurdity. Peace could bring about
change, but as the Egypt/Israel experience since 1981 demonstrates, peace in itself is not a
sufficient stimulus to intra-regional trade.

The prospect of a "free trade area” encompassing some 120 million people by 2020 would make
the region far more attractive for private investors.

A free trade area between the Mashrak countries and Israel seems to inspire more fear than hope
among the potential partners, especially the least developed ones. In order to overcome existing
hesitations, two parallel initiatives appear to be required:

- the free trade area will have to be asymmetrical, Israel bringing down its protection
immediately or in a much shorter transitional period (say 3-5 years) than the less developed
partners (10-12 years)

- the Community (which is in complete industrial free trade with Israel since 1989) , might have
to offer the Mashrak countries who are prepared to take up the challenge to establish reciprocal
free trade in industrial products. '

Thus, the Mashrak countries would not feel isolated in a "club” with Israel, but would feel part
of a large group covering all of Europe and Israel. It would also oblige them, right from the start,
to focus on competing in Europe and not only within the narrow Middle East region.

By opening up their markets between themselves and with Europe, the tiny economies of the
Middle East will be in a better position, to raise the level of efficiency of their economies and
therefore to attract more European investment and technical know-how ensuring the reduction of
the prosperity gap between Europe and the Middle East.

Labour

Labour movement has been, and continues to be one of the key factors of economic and social

development in the region. On the one hand it has eased the chronic unemployment in the poorer
parts of the region (Gaza, Egypt, and Jordan) and, on the other hand, it has helped to compensate
for the scarcity of unskilled labour in the high income countries like Israel and the Gulf countries.
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Labour movements have, however, also been a factor of political tension in the region. Indeed,
millions of workers have been sent home at short notice without due compensation, without
accumulation of any social security rights and often even losing much of their savings.

According to western standards, the material and legal conditions of the migrant population have
been in many instances inhumane, not subject to appropriate international conventions.

In the future migration will continue but at a lesser intensity, indeed, joint ventures, sub-
contracting and intra-regional trade in manufactures and components, might be expected to
replace, at least partially, flows of migrant labour.

There will be a need for the region to more properly address the issues of rights and obligations
A C"\( 7‘(\ of migrant workers. Ideally, all the countries concerned should be called upon to negotiate a
P%'Dl F o multilateral convention or charter for the protection of migrant workers, similar to those in force
) in Europe.

As a matter of priority it is necessary to address those issues in relation to Israel and the Occupied
Territories for some 100,000 Palestinian workers who may continue to work as frontier workers.

1.3.  Capital

The Middle East at large is marked by the rare co-existence of a few major capital exporters .
(essentially Saudi Arabia, Kuwait and UAE) with all the others needing to import capital, at least
for some time to come.

However, in the past, only a small fraction of the overall surplus capital (no more than 10%) was
invested in the poorer countries of the region, due essentially to political instability and tension
(Israeli/Arab conflict) and poor economic management and performance of many countries of the
region.

The combination of peace and economic reforms should have a positive impact on future capital
flows and should lead to retaining more of that surplus capital within the region.

Essentially new rules should assist in lifting national restrictions on foreign capital with direct
investments, joint ventures, etc. Red tape should be reduced to a minimum.

2. SETTING UP COMMON INFRASTRUCTURES

2.1.  Transport

More intensive intra-regional cooperation will require substantial improvement of the existing

transport infrastructure to allow for speedy and efficient movement of a much higher volume of .
goods and persons (including an increased flow of tourists) moving between the different

countries of the region.

It would not be economical to consider building railways between the Gulf countries and the
Mashrak, let alone introducing high speed trains.

Much needs to be done within the Mashrak and between the Mashrak and Israel. It is there that
one should expect a significant increase in the movement of goods and people in the next 10-12
years.
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Among the priority tasks to be addressed are the following :

- negotiating appropriate transit arrangements between all the six countries concerned;

- completion, by around 2010, of a road system linking the region to Europe via Turkey ;

- completion of road interconnections between the urban centres of the region themselves to
the extent that they do not already exist.

All this will require a minimum of planning and coordination between the parties involved (e.g.
border checkpoints, truck dimensions, technical specifications of international highways,
mapping of the interconnections, financing of the roads, user fees, etc..)

Transport relations between Israel, Jordan and the Occupied Territories will need to address
points relating to port and airport facilities taking into account the excellent international
infrastructures in this field in Israel and Jordan and the Palestinian lack of it.

Equipping the Palestinians with both international port and airport facilities would imply
multibillion ECU investments which would be to the detriment of the many other priorities for
their own development. Therefore, in the Palestinian interest, it would be useful to examine
carefully all options, their costs and benefits, including free and non discriminatory access to the
Jordanian and Israeli ports and airports .

What applies to the Palestinians may also apply to the Israelis and Jordanians, though to a lesser
extent. Jordanians may have an interest in using nearby Mediterranean/Israeli ports and the
Israelis may have an interest in using both Agaba port and airport for certain operations.

An overall study of the transport (and communication) infrastructure for the whole region appears
essential.

ner,

Electricity

Except for the linkage between Israel and Palestine on the one hand and certain links between
Syria and Lebanon on the other hand, there are at present no systems of electrical
interconnections in the Mashrak/Israel region.

Considering the short distances between major urban centres, especially between Jordan, the
Occupied Territories and Israel, and also considering differences in consumption patterns
between the different countries (on a daily ,weekly and yearly basis), it is of immediate economic
interest for all the countries concerned to interconnect their national grids. This would allow each
country to maintain a relatively smaller generation capacity and could, therefore, be reflected in
lower electricity rates.

Interconnections between the grids of the Mashrak countries and Israel would not involve high
investments. They could be one of the first practical measures of economic cooperation to be
taken after peace has been established.

Establishing electrical interconnections will allow the electricity authorities of the countries
concerned to engage in a regular dialogue on practical issues related to the production and
consumption, electricity rates, technical standards, patterns of power generation, efc ...

The prospect of peace in the region will open a new horizon for the implementation of an
ambitious hydro-power project (+/- 800 mgW), linking Israel, Jordan and the Occupied
Territories. This project would exploit the 400 m beight differential between the Mediterranean
and the Dead Sea. A prefeasibilty study should, therefore, be undertaken in order to find out
whether such a joint project is technically, economically and politically feasible.

Ao
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The Tapline, which was conceived as the main means of exporting oil from Saudi Arabia to the
Mediterranean, should have been constructed at the beginning of the 1940s. It wo

2050 km oil pipeline linking Ras Tanura on the Persian

uld have been a

Gulf to Haifa. Its capacity would have

been 250 million tonnes per year. With the outbreak of hostilities in 1947 the initial project was

changed to Sidon in Lebanon.

Continuing instability in the two countries to be crossed (Lebanon and Syria) has meant that the

throughput has never been more than 17 million tonnes per year and that over tim
abandoned in favour of safer and more profitable links.

e it has been

Once peace is reestablished the Tapline could easily be reactivated by an extension from Mafraq
in Jordan to Haifa on the Mediterranean. The cost of this operation (about $ 70 million for a

capacity of 25 million tonnes per year) should be ¢

canal which means that it would be profitable.

Gas

The region at large possesses significant natural gas resources, especially in some

countries and to a much smaller extent in Egypt and Syria.

centres of neighbouring countries.

It appears promising to map out the regional network of

in two stages:

ompared to the cost of transport via the Suez

of the Gulf

None of these are linked to the urban

gas interconnections. This could proceed

- in the first place, the Egyptian gas pipeline system could be extended to Israel, the Occupied
Territories and possibly to Jordan (Aqaba) and Lebanon;

- in the second place, but on a much longer time scale,

Gulf with the Mediterranean in order to supply
power plants or with petrochemical feed stock.

Rationalisation in the Use of Ener

the M

the linkage of the rich gas reserves of the
ashrak with alternative energy for their

Taking account of demographic factors and trends towards urbanisation as well as the speeding

considerable increase in the demand for energy.

up of economic activity which could result from a peace agreement, the potential exists for a

In addition to this "spontaneous” potential, account should be taken of the impact, particularly on
the demand for electricity, of solutions to the problem of water such as the treatment of waste
water or the desalination of brackish and salt water.

It will therefore be particularly important to ensure firm control of energy consumption in all the

countries of the region.

It will be essential that Middle East countries with a high level of energy dependency (lsrael,
Jordan, Lebanon, the Occupied Territories) rationalise their energy legislation and charges and

put together joint programmes, supported by the inte:
technologies (which at the same time are favourable to environmental

rational community, for energy-saving
conservation).

On this basis Israel, Jordan , Lebanon, the Occupied Territories and Syria could also concert (or

co-ordinate) their long-term energy planning as w

and renewable energy sources, particularly solar energy.

ell as their attempts to encourage the use of new

The issue of producing in the Mediterranean a model for energy saving will be the subject of
discussion at a conference organised in Athens in November 1993 on "energy and the urban

N
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environment in Mediterranean Third Countries” which will be attended by energy-saving
agencies from all Mediterranean countries.

(6(0) (0) ouU
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The six countries possess major tourism attractions (sea, desert, mountains, historical
monuments, religious sites...). They all hope that, with the end of conflict and tension between
them, tourism can be boosted significantly, for each country individually and for all of them
collectively.

They have a joint interest in keeping the region internationally attractive in order to get the largest
possible number of tourists (which should rapidly exceed 10 million per year if and when
conditions of internal and external stability prevail).

As a consequence, tourism is viewed by the countries of the region as having major potential
under the following considerations :

- intra-regional tourist flows: when Israelis, Egyptians, Lebanese, Palestinians, Syrians and
Jordanians travel from one country to another without major restrictions, this will reduce
mutual prejudice and thereby make conflict less likely;

- coordinated, or even joint government action will be necessary to facilitate tourism.

Governments will have to address a number of issues jointly in order to facilitate tourism in the
region.

These issues concern items like improvement of transport and communication infrastructures,
facilitation of border crossings, simplification or abolition of visa requirements, conservation of
historical sites, joint advertising campaigns, security measures, environmental protection, etc.

To this end it would certainly be highly appropriate to have a Middle East Tourist Promotion

Committee established at the level of Heads of National Tourist Agencies in order to exchange
information and, where appropriate, agree on joint actions.

Professional expertise

The European Community has successfully engaged in a growing range of transborder
cooperation programmes in all fields: local government, universities, small and medium size
companies, research institutes, media, culture, etc,...

The objective of these programmes is simple: to create cooperation networks between people,
sharing the same expertise. Human interaction is the key factor behind change.

For the Middle East, this approach would present several advantages:

- facilitate the transfer of know-how and obtain synergetic effects in priority areas;
- contribute to the building up of a positive climate of confidence in the region.

Two sectors should be emphasised: "Science”™ and "culture®.

11
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With the exception of Israel, which spends almost 3% of its GDP on research and development,
the role of science and technology is not yet very high in the Middle East, essentially for three
reasons:

- the relatively low level of economic and social development;
- the relatively small number of scientists;
- its low priority (in budgetary terms).

More intensive regional cooperation in scientific research would undoubtedly be in the interest of
all the parties concerned:

- it would permit the Arab countries of the region to benefit from the achievements which Israeli
scientists have been able to obtain in such vital areas as agriculture, renewable energy, water
and medicine;

- it would allow all of the parties to pool their scarce resources in manpower and finance;

- it could, through joint scientific projects, develop into an important vehicle of better
understanding.

Scientific cooperation does not require sophisticated administrative or institutional structures to
start with. It can be organised at many levels, with variable numbers of partners involved and a
minimum of financial input.

If scientific work is being done in a regional context, it would undoubtedly benefit from outside
support, involving both scientists and also some finance. In this respect, Europe could play a
major role as a catalyst, as it possesses the biggest and the most highly envied experience of
regional scientific cooperation.

Culture

Cultural cooperation would be an essential element to underpin the peace efforts in the Middle
East, especially if it would bring young people of different cultural backgrounds together.

There is almost infinite scope for fostering more cultural interaction in the Middle East. Two
possible programmes of regional cultural exchanges, both of which have been successtully tested
in different European frameworks, might be especially mentioned:

- firstly, a programme for university interchange, along the lines of the Erasmus, Tempus
programmes providing for the exchange of graduate students and researchers between the
Middle East countries; .

- Secondly, a programme designed to promote the exchange of young people between the age of
16 and 25, in particular between Israelis and Palestinians.

To that end a Middle East Student Exchange Fund might be set up, which should co-finance both
types of operations.

13
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TACKLING COMMON PROBLEMS ) i

WATER

The need for cooperation in water is urgent, but it is also highly sensitive and possibly
controversial.

With the exception of Turkey, Iraq and Egypt, all the countries of the wider region at large are
short of water resources. The steep increase in the region's population will further reduce the per
capita availability of water so that the demand and supply situation for water will become even
more dramatic during the next century. Water, therefore, constitutes a source of potential conflict
between the various parties unless appropriate measures are taken in time.

Theoretically, there exist three possibilities for tackling the water issue in the region:

- reducing the demand for water (in particular for agricultural use);

- technological devices such as systematic re-use of water and desalination of brackish or sea
water; i

- exchanging water between the present water surplus countries and those having a water deficit.

Despite scarcity, almost all the countries in the region waste water. Water prices, in particular
those for agricultural use (80% of the water supply), do not reflect the real costs (investments in
irrigation infrastructures and scarcity of water). Raising the level of prices, ideally in a regionally
coordinated approach, would reduce demand and promote water-saving technologies.

With the possible exception of Turkey, no country in the region is willing to export its temporary
water surplus to neighbouring countries taking into account rising water demands in the future.

Desalination, therefore appears to be the only viable possibility for increasing the water supply in
the long-term, for at least the coastal regions. However, it remains a very expensive source of
water, even if technological innovations are taken into consideration.

However, the countries might usefully engage in joint research activities in order to develop more
efficient water desalination technologies. The Gulf countries have large-scale experience in water
desalination (they do not so far have any major power constraints). Israel has engaged in
considerable advanced research to develop new and more efficient technologies. All this
experience might usefully be brought together.

There is an urgent need to address for Syria, Jordan, Israel and the Occupied Territories the issue
of joint management of the Jordan Basin and, in parallel, that of the Palestinian mountain aquifers
which flow into the Israeli coastal plains.

At present these water resources are very unequally shared between the parties, Israel absorbs
more than 23% of the total sub-regional water resources.

So as to develop a long-term relationship of mutual trust, based on equitable treatment between
Israeli citizens and those of its direct neighbours, some sort of joint management scheme could be
established between the parties.

One solution to the problem might consist of setting up a Joint Water Corporation, to be
commercially run, which would supply at least Israel and the Occupied Territories. Practically, it
would imply that the Palestinians acquire a capital stake in the Israeli National Water Carrier,
which should by the same token be extended to Gaza and the West Bank. Water would then be
made available on a non-discriminatory basis to Israeli and Palestinian users, i.e. agricultural,
industrial, householders.
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.

It would undoubtedly lead to a progressive move out of highly water-intensive agricultural
production lines. Ata much later stage, the construction and joint management of desalination
plants along the Mediterranean coast might help to address the issue of growing water scarcity.

ENVIRONMENT

The region has not yet been affected by major environmental problems. However, transnational
environmental pollution is bound to become a problem in the next decades as a consequence of
population growth and of urbanisation.

There is, therefore, a need for the countries to establish cooperation through environmental
ministries or agencies. Such cooperation could cover a wide range of subjects, from the
measurement of pollution levels to waste disposal (especially for toxic waste), clean air or water
standards, sewage and water re-use, etc.

It could also include manpower training, part of which could be organised in a regional
framework. One might even consider the possibility of setting up a regional manpower training
centre for environment.

The Community, with its large experience in environmental policies, might offer its technical
assistance to help set up different forms of environmental cooperation.
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ANALYSIS

COSTS OF FRAGMENTATION

90 million people live in six different states and entities. Removing Egypt, with its 55 millions,
reveals more starkly the prospect of a region where the average state would have around 7
million people at best.

The Middle East is economically and politically fragmented. The price paid for fragmentation is
very high.

Military expenditure is excessive. On average, in 1979-1989, it accounts for 13% of GNP in the
Arab Mashrak and 19% in Israel (Europe 3%). Such non-productive expenditures are one of the
most important reasons for economic backwardness. They deny resources to investment which
would allow for growth in production. Without them, annual average gross investment should
increase, from the 20% of GNP to 30% plus, which accounts for the success of fast growing
regions such as South East Asia.

Political centralism, which has become the response to internal fragmentation, has an economic
policy counterpart. With the exception of Lebanon, each of the region's economies is dominated
by public sector production and by controls on economic activity.

Autarky, which is one of the typical expressions of the economic orientations in the region, is a
further manifestation of the desire to translate political control into control of economic activity.
The consequences are numerous. First, the productivity of capital is very low. Second, scale of
production is below optimum size. Together these two factors combine towards high cost, low
volume production of goods at severely uncompetitive prices. In turn this leads to a continuation
of subsidy and protection that rapidly escalate. As a further consequence inter-regional trade is
stifled, either directly, in order to sustain failing productive sectors, or indirectly, as goods cease
to be attractive to external markets. Regional trade is only 7% of total trade.

G PERF S

The region is economically failing. Syria and Jordan had annual negative growth of 2.1% and
3.9% respectively in per capita incomes in the decade after 1980. Lebanon was catastrophically
worse. Egypt's growth of 2.1.% in per capita incomes was still low. Even Israel could achieve
only 1.5% per capita. Overall for the region income growth rate was barely 0.3% higher than
population growth rate.

Income levels now are over $10,000 per capita in Israel but the Mashrak Arabs have no more
than $800. This disparity in incomes poses a threat to cooperation unless the balance is seen to be
becoming more even over time.

Along with failure of income to grow there has been recorded the usual litany of other poverty
indicators. Unemployment was 20% in the Mashrak and 10% in Israel in 1990 and has
increased. Current account deficits were 7.1% of GNP and budget deficits 15% in the Arab
states. Debt was 115% of GNP for the Arabs and 44% for Israel.

Human resources are poorly developed. Illiteracy in the Mashrak is double that in Lower Middle
Income (LMI) countries as a whole. Infant mortality is higher, life expectancy lower.

If this story is depressing it needs to be borne in mind that at its core there are two economies,
the Occupied Territories and Lebanon, where conditions, though not reliably measured, are

considerably worse.

It is difficult to avoid the conclusion that the economy of the region is a failure.

77



Annex 2/3

PROSPECTS

1

INCOME DISPARITIES AND EXTERNAL ASSISTANCE

Israel is markedly richer than its neighbours. In 1990 it had 44% of regional production and 6%
of population. Per capita incomes are 12.5:1 in its favour. Israel has sophistication in military

and other technology that is only matched by some developed countries.

Arab countries in the Mashrak have experienced very high population growth rates. Jordan, Syria
and the Occupied Territories are recording rates at over 3%. The present regional average of
2.5%, if sustained over the next two decades, will increase population by 60%.

Except for the Occupied Territories, the region is already the most handsomely-aided region in

the World.

Aid per capita 1988

US$

Israel
Jordan
Lebanon
Syria
Egypt
O.T's

310.0
119.0
56.2
19.1
29.5
4.4

Since 1988 major assistance has been offered and accepted for economic reform by Egypt, Israel,
Jordan, and, to an extent, Lebanon. So far little other than economic stabilisation can be

reported.

VI A

The creation of a stable peace in the Mashrak would have an impact on the economic reform
process which is tentatively beginning. Peace could facilitate reform. A shift in priorities could
occur. Administrations which focused hard on national security could give more energy and
attention to economic and social welfare. A reformist agenda might flourish and the political and

social tension associated with structural adjustment would become more manageable.

Peace could also facilitate the liberation of resources devoted to security. Consequently the saving

in resources could be made available for increased investment.

Although investment increases alone are not the solution to economic growth, they are one key
element. The region on average needs to improve investment levels from the historic 20% share
of GDP to an average greater than 25% and, in some cases, Egypt, Syria, and Jordan, for

example, to 30% of GDP. The potential for tis shift of resources to investment exists.

Peace would encourage regimes now dominating the economy through the public sector to relax
their hold and allow a private sector lead. The effects of this would be to release domestic savings
for investment; encourage the repatriation of savings held overseas; and give some
encouragement to overseas investors. It should also encourage regimes to shift from a philosophy
of self sufficiency to one of greater integration in the world economy. Sound economic

management would continue to be necessary.

A private sector lead to the region's economies would create short term redundancy and
disruption with significant social and economic costs. But it should end the chronic under-
performance of the existing capital base of the region. In the longer term, it should guarantee a
more appropriate production pattern, lower production costs, a more viable economy, and higher

living standards.
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IUTURL SCLNARIOS AND THL OPULATION FACIOR

The impact of a programme of national economic reform stimulated by peace has been estimated
by the World Bank over the next 5 next year period and to the year 2010.

The Bank believes that, by following the reform path, in 5 to 7 years the effects could be as set
out in the table below

Countries GDP per capita
with reform without reform
Egypt 2.1 0
Isracl 3.4 1.2
Jordan 1.5 0.5
Lcbanon 45 0
Syria 0.8 -1.6

According to the Bank, the pattern of growth for the region will be at or near nil initially. 5% as
an ultimate target is obtainable and indeed has been achieved in the past. Almost every state in the
region reached 6% in the period 1965-1980. On average over the 20 years 1990-2010 it could
lead to a rough doubling of GDP in total, which implies an average growth rate of 3.5%.

The consequences of the Bank's predictions are set out below !:

Countries GDP per Population GDP per | Population
capita capita
1990 1990 2010 2010
(US9) (millions) (UsS's) (millions)
Mashrak 820 83 940 134
Isracl 10,600 5 16,860 7

By 2010 Israel would enjoy the 1990 living standard of the average EC citizen. For the Mashrak
the outcome of twenty years of reform would be very small indeed. The only consolation to be
found in the Mashrak data is in that unemployment would not continue to rise.

At the heart of the Mashrak problem is the projected 60% growth in population. This is achieved
if the region continues an assumed increase of 2.5%. The Mashrak average 1985-90 was 2.6%.
Five years earlier it was 2.8%. An agenda of peace plus economic reform will not yield
substantial progress unless it is allied to strong and effective population policies. If the population
growth rate could be brought to an annual average 2% to the final date, income per capita would
be $ 1024. A decline to 1.5% would give $ 1127. In themselves these are not achievements that
would win much applause from the citizenry of the region. Without really meaningful population
policies even so they are not obtainable.

A more satisfactory target for the Arab Mashrak would limit population growth to 1.5% and
create a 5% per capita growth. On this basis population would increase only to 112 million and
incomes per capita could double by 2010. Whatever the scenarios, increased disparities in income
levels will remain.

Sce in app. 2/5 a more complete table including Maghreb.
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l. MIDDLE EAST AND NORTH AFRICA: SCENARIQ FOR THE FUTURLE?
Region Population (millions)
1990 2010 Increase %
Maghreb 58 90 32 55%
Mashrak 83 134 51 61%
Isracl 5 7 2 40%
Total 146 231 85 58%
GDP (US $)
Region 1990 2010 Increase %
Maghrcb 82 158 76 93%
Mashrak 68 126 58 85%
Isracl 53 118 65 123%
. Total 203 402 199 98%
GDP/capita (US $)
Region 1990 2010 Increase %
Maghrcb 1410 1750 340 24%
Mashrak 810 940 130 16%
Isracl 10600 16860 6260 59%
Europe 16000 24000 8000 50%

Quantitative: GDP increase in the nineties: 3%, between 2000 and 2010: 5%

Qualitative:

- peace (reduction of military expenditures)
- wide ranging reforms of economic policies

. - regional cooperation

- financial capacity:
. short term:

. medium term:

commercial loans.

2 Elaborated on the basis of: "Economic and Social Development in the Middle East and North Africa”, by Ishac Diwan

and Lyn Squire - World Bank Discussion Paper n® 3 - October 1992

international public aid to offset the negative etfects of costs of
economic reforms for reasons of social and political feasibility;
domestic savings, workers remittances, foreign direct investment and



Annex 2/6
2. ECONOMIC DATA
POPULATION Feypt Isracl Jordan | Lebanon | Syria 0.T. |
Total (1990;m.) 52.1 4.7 32 2.7 12.4 2.0
Growth ratc (89-90) % 247 1.84 3.77 0.04 3.56 2.46
Active population 31.6 38.9 23.1 30.1 239 37.7
of which: agriculturc % 38 5 10 14 43 47
non agriculture % 62 95 90 86 57 53
ECONOMY Egypt Israel Jordan | Lebanon | Syria O.T.
GNP per capita (1990 US$) 610 10920 1240 - 1000 -
GDP (otal bn. US $ 1990 27.47 53.20 3.81 3.79 20.20 1.47
Growth ratec (GDP 85/90) % 2.55 3.62 1.69 - 3.39 2.28
Current Account
(surplus/deficit as % GDP 1990) -105 1.3 -29.0 - 124 -
Budget Deficit (% GDP 1990) -18.5 4.2 -18.7 - 0.6 0
External Debt (US $ bn.) 39.9 20.1 7.7 1.9 16.5 0
Trade Imports $ bn. 1990 14.5 20.3 3.6 - 4.1 * 0.7
Exports $ bn. 1990 85 16.9 2.6 - 4.0 * 04
Trade balance 6.0 -3.4 -1.0 - -0.1 * 03
EC Tradc $ bn.
EC Imports 3.818 4414 0.117 0.16 1.570 -
EC Exports 5.280 06.0069 1.056 0.960 1.070 -
Imports 26.3 21.7 32 - 383 -
Exports 62.2 39.5 40.6 - 26.7 -
* Year 1986, before the intifada
AGRICULTURAL 1988 1989 1990 1991
TRADE
1 2 1 2 1 2
Egypt 53 18.6 3.3 17.3 4.2 143 59 83
Isracl 20.5 3.8 19.1 43 19.8 4.1 18.5 3.6
Jordan 1.9 12.4 5.2 149 4.1 20.6 4.6 19.6
Lcbanon 8.1 16.1 9.0 18.0 9.0 16.3 11.9 12.3
Syria 28 23.6 2.1 27.4 1.3 30.4 14 14.3
Occupicd Territories - - - - - - -

Agricultural Trade - percentage share of agriculture in total Trade with EC.

1. EC Imports
2. EC Exports

U



NET DIRFCT INVESTMENT 1988 1080 oo |
Y GDP

Egypt 3.4 23 0.4
Isracl 0 0.2 0.3
Jordan 1.1 0.1 0
Lebanon - - -
Syria - 0 -
Occupied Territories - - -
AID FLOWS (US $ m.) 1988 1989 1990
Egypt 1537 1568 5604
Isracl 1241 1192 1374
Jordan 416 273 891
Lcbanon 141 119 134
Syria 191 127 650
Occupied Territories 9.3 13.3 454
Source OECD Financial Flows to Developing Countries.

N.B. Occupied Territories aid flows

Annex 2/7

from non OECD D.A.C. members could be

seriously understated.

AID FLOWS: EC Sharc in total % 1988 1989 1990
Egypt 4 5 4
Isracl 0.1 0.1 0.3
Jordan <2 <2 <2
Lcbanon - 16 G
Syria - - -
Occupied Territories 48 56 42
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A NEW CONCEPT: EURO-MAGHREB PARTNERSHIP

The Community must develop a new concept on which to base its
relationship with the Maghreb, setting itself targets that are both
realistic and ambitious. The credibility of this new approach must be
secured by the adoption of the instruments that will guarantee its
implementation.

1. PARTNERSHIP

The new Community approach should be based on the realisation that the
time has come to move away from the idea of development cooperation that
has held sway over the past few decades, to the idea of partnership,
engendering new forms of cooperation in all fields, whether political,
social or economic.

For its part, the Community will make a firm and convincing commitment
to help relaunch the Maghreb economy.

For their part, the Maghreb countries will commit themselves to continue
with the reform process and to take concrete measures to promote
regional integration.

2. A.MULTIFACETED CONCEPT

There are three main strands to this approach:

2414 The emphasis in economic cooperation should be on the
instruments that best reflect the  Euro-Maghreb partnership
approach.

2525 In addition to the purely economic aspects of cooperation, the

new set-up should also incorporate new fields of cooperation
that will put Euro-Maghreb relations on a comprehensive footing.
These new fields will be identified jointly, and will cover a
variety of topics such as culture and social matters, including
migration, movement of persons, local collectives and education.

235 As regards the contractual framework, the new approach should
lead to the conclusion of new agreements with Morocco, Algeria
and Tunisia.

3. THE MAGHREB STATES

The three individual states will remain the Community's main negotiating
partners in the Maghreb. The approach will be implemented through
agreements concluded with each of the three States separately, following
the same general outline but with timetables and procedures tailored to
the needs of each specific country.

The long-term aims will continue to be the integration of Algeria,
Morocco and Tunisia, and the creation of an economic area embracing the
Community and Maghreb countries.
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NEW INSTRUMENTS

1. TECHNICAL ASSISTANCE

Technical assistance is increasingly becoming one of the main
instruments of the Community's cooperation policy and should be applied
so as to reform economic systems: create stock markets, set-up effective
and fair taxation systems, restructure the public sector, privatisation,
business administration, etc.

2. BALANCE OF PAYMENTS SUPPORT

There will be no rapid economic development in the Maghreb as long as
excessive debt servicing absorbs a disproportionate amount of foreign
currency earnings to the detriment of essential imports.

International action might be taken under the guidance of the IMF. Such
action would be taken on an exceptional basis and would be strictly

conditional upon the beneficiary country's financial policy.

3. INVESTMENT FINANCING

3.1. Over the next two decades the Maghreb will have to spend large
amounts on modernising and expanding its productive apparatus
and its economic infrastructure (telecommunications, roads,
ports, railways, water, irrigation and energy, etc...).

The bulk of investment in infrastructure should be financed
through the international capital market and, to a lesser
degree, locally. The Community will be involved through the EIB.

4. NEW SPHERES OF COOPERATION

(a) Social sector

The social sector is obviously a special area of discussion in view
of its objective importance but also its human and political
implications.

(b) Culture and communications

It is important for the Community to pursue, over and above the
options defined in this document, programmes aimed at greater
reciprocal understanding between the two shores of the
Mediterranean.

This implies very diverse operations, such as a communications
policy, and action targeted more specifically at young people and
the media, etc.

(c) Human rights

Human rights and democracy have become an essential component of the
Community's foreign policy. It has been affirmed through political
commitments, the inclusion of specific clauses as new agreements
have been concluded, and the setting-up of special programmes for
certain regions of the world.
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(d) Other spheres

The nature of the Euro-Maghreb partnership implies that there should
be a dialogue on all matters of common interest.

NEW CONTRACTUAL FRAMEWORK

The possibility of concluding new agreements, called ceb
g ntS, with the three Maghreb countries should therefore be
explored; they would form the basis, framework and symbol of the new
Community approach.

Initial contact, particularly with Morocco, has revealed that these
Euro-Maghreb agreements could be based on four main components:

- a political dialogue;
- economic cooperation;
- free trade;

- financial cooperation.

1. POLITICAL DIALOGUE

In line with the growing trend of agreements concluded by the Community,
the Euro-Maghreb agreements would contain a major political dialogue
component.

2. [ECONOMIC, TECHNICAL AND CULTURAL COOPERATION

No sphere of cooperation or dialogue should be excluded from the outset.
The emphasis would be on aspects which would encourage development such
as:

- macroeconomic issues;

- initiation or continuation of a dialogue and cooperation on social
issues;

- sectoral dialogues;

- investment;

- cooperation on statistics, standards, customs matters, approximation
of laws, etc.;

- environment;

- cooperation in science, techhology, education, etc.

3. TRADE
The long-term creation of an open economic area, an area of trade and
stability, will therefore be one of the main objectives of the Euro-

Maghreb agreements.

4. FINANCIAL COOPERATION

Although the framework has been established for the next years by the
fourth financial protocols and by horizontal financial cooperation, the
instruments and objectives of financial cooperation could when necessary
be adapted to the partners' new requirements. The financial protocols
will apply until 1996, by when it will be time to take stock of this
type of cooperation and determine the benefits and the limitations.
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THE COMMUNITY'S RELATIONS WITH MEDITERRANEAN THIRD COUNTRIES

BACKGROUND NOTE

Since the mid-seventies, the Community is linked to most
Mediterranean non-Member Countries (MNC)(1) through co-operation
agreements. These agreements provide for free access for industrial
goods on the Community markets and preferential access for
agricultural products. The agricultural products vary from one
country to another. The Agreement with Israel provides for
industrial free trade on a reciprocal basis which was achieved in
1989; the other Agreements are not reciprocal.

There is also provision for economic, technical and financial
cooperation. The latter is implemented through five-yearly
financial protocols which have provided funds to finance development
projects as well as economic co-operation in various areas, such as
environment, scientific co-operation, industrial co-operation and
training and technical assistance.

The Agreements with Maghreb countries also contain provisions
relating to workers, but these have had little practical
application.

In 1987/1988, following the accession of Spain and Portugal, certain
additional concessions for MNC agricultural exports to the Community
were laid down in Additional Protocols to the Agreements. These
concessions, over and above an increase in tariff quotas, foresee a
gradual reduction (to zero) of custom duties within those quotas.
Preferential rates of duty continue to apply to quantities exported
over and above the quotas. -

In order to strenghten the Community's global policy towards the
region, in 1990 the Commission proposed and the Council adopted the
orientations for a Redirected Mediterranean Policy (RMP).

The RMP provided for

(1) further limited concessions for agricultural exports covered
by the Agreements (reduction to zero of duties within tariff
quotas to be reached in 1993 instead of 1995; a 3 to 5%
annual increase in tariff quotas over the 1992-1995 period);

(1)

Agreements exist with Morocco, Algeria, Tunisia, Egypt, Jordan,
Lebanon, Syria, ~Israel, Turkey, Cyprus, Malta. There is no
Agreement with Libya. Autonomous arrangements cover relations with
the Occupied Territories.

SA it /e /noteron s
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(ii) a renewal of the financial protocols with Southern and
Eastern Mediterranean countries (2) amounting to around 2
billion ECU in grants from the Community budget and EIB
loans for the 1992-96 period (the latest Financial Protocol
with Israel consists of EIB loans only; the latest Financial
Protocol with Syria has not yet received the favourable
opinion of the European Parliament);

(iii) a special financial envelope destined to support structural
adjustment operations in these countries (300 MECU) for the
1992-1996 period); and

(iv) special funds to cater for cooperation activities of
interest to all MNC (1,800 MECU in EIB loans of which 500
MECU with a 3% interest subsidy for the environment, as well
as substantial budget funds : 64 MECU in 1992, 63,5 MECU in
1993 possibly 300-350 MECU over the 1992-1996 period).

Total funds available to these countries for the 1992-1996 period,
including grants from the EC budget and EIB loans, will thus amount
to about 4,500 MECU, roughly three times the financial support to
the region in the 1987-1991 period.

e ————————————————————————————

(2) Morocco, Algeria, Tunisia, Egypt, Jordan, Lebanon, Syria, Israel
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