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I want to thank the United Kingdom for hosting this Palestine Trade & Investment Conference today. It is a real pleasure to be here. 

Ladies and gentlemen,

When my government was formed 18 months ago, we presented to the Palestinian people and to the world a platform – a vision – to guide our work.

This vision is of a Palestine exercising sovereignty over Gaza and the West Bank on the 1967 borders with East Jerusalem as its capital. It is a vision of a Palestine that is democratic, that respects human rights and that guarantees equal rights and duties for all citizens. It is a vision of a Palestinian people living in a safe and secure environment under the rule of law. It is a vision of a state that highly values its social capital, social coherence and solidarity. It is a progressive state that values cordial relationships with other states and peoples in the global community. It is a vision of a prosperous Palestine, with an economy open to other markets around the world. 

I. 
Economic Development: A Cause of Peace
Today, we remain single-minded in our peaceful pursuit of independence. Central to our approach is the idea that economic development is critical to the success of our state-building project. 

We are doing our utmost to keep our people on the land. Economic development helps alleviate the plight of those hardest hit by the Israeli closure regime, settlement activity, and the erection of the Wall; encourages those who have the means to leave to stay; and entices those in exile to invest in their country.

Economic development is also crucial to demonstrate to our people, especially our youth, that diplomacy delivers what violence does not. Weariness with a seemingly endless peace process has caused many Palestinians to question the value of negotiations. We need to make the dividends of the peace process felt immediately and tangibly by ordinary Palestinians. 
This, in part, is what guided our work on the Palestinian Reform and Development Plan, which we unveiled at the Paris Donors’ Conference last December. Our strategy for economic recovery was based on a three-pronged approach:
· Securing sufficient resources to meet our obligations in a timely manner and settle overdue obligations to Palestinian National Authority (PNA) employees, suppliers and the social safety net;

· Establishing, to the fullest extent that we can, a secure and predictable environment in the Occupied Palestinian Territory (OPT) by deploying PNA police and security forces to areas under PNA control, and re-establishing law and order and a functioning judiciary; and

· Initiating small community development projects to alleviate the hardships of small rural communities, stemming from the Israeli occupation and the erection of the Wall, and to meet their infrastructure needs.

Since the Conference, we have restored the integrity and accountability of our public finance management system in line with international best practice (fighting corruption); we have trimmed down our civil service (reigning in expenditures); we have increased collection of utility bills (increasing revenues); and we have amended our legal framework to create a more business-friendly environment – all with a view to establishing a sustainable government and a healthy economy.

We have also managed to restore a degree of security and stability in the West Bank by deploying well-trained and disciplined security forces. After the lawlessness that prevailed since 2001, the visible presence of security forces in all Palestinian-controlled areas in the West bank raised the confidence level among the population and within the business community. 

On the development front, instead of relying on large investments in public works with a very low rate of execution, due to Israeli restrictions, we resorted to a home-grown strategy that is much less vulnerable to these restrictions. We reached out to local communities to identify their infrastructure needs, such as providing water sanitation, improving irrigation, hooking up a village to the electricity network or paving a rural road – projects that improve the quality of life for a large segment of the population. So far we have completed 306 projects, and 500 more are being executed. Through this bottom-up approach, we have been responsive to local needs, generating a lot of good will and consolidating the benefits provided by our security deployment. 

The outcome of these efforts has been positive, albeit modest. The fiscal stimulus generated by repaying all wage and private sector arrears and undertaking the community development projects has boosted domestic demand, reviving internal trade and small businesses. While we do not yet have comprehensive data, given the usual lags, several indicators, such as unemployment, government tax revenue, credit facilities, and tourist arrivals suggest that some real growth has taken place in the West Bank, possibly in the range of 4-5%. In Gaza, on the other hand, the economy has continued to decline, as a result of the virtually complete closure imposed on Gaza by Israel. Nevertheless, we have managed to shield the population to some extent from the closure’s adverse impact by maintaining salary payments to PNA employees and by providing social allowances to the poor and the unemployed. However, it is clear that this situation is not sustainable,  and it will not be unless Gaza passages are re-opened. 
Interestingly, these initiatives have yielded other, less anticipated outcomes. For example, our small community development projects initiative has become an exercise in reinforcing democracy, ownership and empowerment. Community residents are coming together in town hall meetings to discuss and agree upon the projects that they need to improve their lives. Companies are then being recruited in transparent bidding processes to turn a community’s plans into a reality. In turn, community-level decisions are informing and shaping our national development plans, compelling regular reassessments and readjustments in a dynamic, two-way process. Thus, we are cultivating the kind of values that are necessary to make our bid for independence a successful one. 

Ladies and gentlemen,

We hope this is just the beginning. For, while the PNA can work to create the conditions conducive to private investment, only the private sector can propel Palestine onto a path of sustainable economic growth.
From an investor’s point of view, Palestine boasts some major advantages:

· its strategic location in the region, with short supply lines to Arab Gulf states,  Europe and Russia;

· an open economy, with no restrictions on capital movements, foreign investment or property ownership;

· low customs tariffs (same as Israel), with free trade agreements with the EU, the US and Arab countries;

· low income taxes; and 

· a transparent and accountable public finance system.

We also do not have many of the liabilities that have stymied emerging economies:  loss-making state enterprises, large external public debt, price restrictions, or costly consumer subsidies.

On the positive side, we also have:

· a diversified banking system with one of the highest banking penetration rates in the region, with deposits equivalent to about 95 % of GDP; 

· a well-educated labor force with a broad range of skills;

· a strong management corps with broad experience in the Middle East and western countries; and

· a highly advanced telecommunication network.

Palestine does not have heavy government regulation. An investment climate assessment by the World Bank revealed that business managers spend much less time dealing with government in Palestine than in neighboring countries.

The same assessment reported in March 2007 that corruption was very low, with no petty bribery. Moreover, businessmen surveyed reported that skilled labor was available and that they had no difficulty in obtaining financing for current operations. Rather, their biggest concern was political instability and uncertainty.

Despite considerable adversity, the Palestinian economy has demonstrated a remarkable degree of resilience. Private sector bank deposits have been growing every year, even at the height of the conflict, reaching US $5.3 billion at the end of September in 2008. The stock exchange in Nablus, which lists 32 companies, is doing well. And Palestinian businesses are quick to adapt to new opportunities and challenges affecting their relations with Israel, which is their biggest market (90 % of imports and 60 % of exports).

Incidentally, the Palestinian economy has not been damaged by the ongoing financial crisis, partly because the degree of its integration with the global economy is still limited, but also because the prudential regulations of our banking system has forestalled some of the financial excesses suffered in other countries.

II. Economic Development: The Effect of Peace

Ladies and gentlemen, 

Notwithstanding all of the existing opportunities for economic development and cooperation, we must acknowledge that there is a limit imposed by the Israeli occupation. Palestinians are currently forced to operate in what the World Bank calls a “shattered economic space”. Some 60% of the West Bank is controlled by Israeli military- and settlement-related infrastructure. Through a matrix of physical (e.g., roadblocks and the Wall) and functional (e.g., permits) obstacles to movement, Israel precludes Palestinians from using, enjoying or accessing large parts of Palestinian territory. Included among these territories are the vast fertile lands of the Jordan Valley, some of the best groundwater extraction points, as well as the economic heart of Palestine: Jerusalem. The rest of the OPT is itself fragmented into numerous isolated cantons or enclaves. Movement of persons and goods between them is controlled by the Israeli army through checkpoints and Palestinian-only roads and tunnels. The quintessential example of this right now is the closure imposed on Gaza.

Of course, these Israeli occupation and settlement policies don’t just shatter Palestinians’ economic opportunities. They also shatter Palestinians’ hopes for freedom and independence. This is why sound economics alone will not bring peace and security to our region. Ours is a political conflict, and it requires a political solution. There is no economic substitute for attaining – and implementing – a just peace agreement. Focusing on so-called “economic peace” – instead of actual peace – simply won’t cut it. Economic growth, no matter how important, cannot quell the Palestinian people’s determination to reach freedom and independence.
And, so, while economic development can be a contributor to peace, true economic prosperity will come only with true Palestinian freedom and statehood – starting with Israel substantially relaxing, and ultimately eliminating, its restrictions on the movement of people and goods within Palestine, to Israel and to the rest of the world. Assuming a relaxation of movement and access restrictions, especially by re-opening the Gaza crossings, I would expect growth of the Palestinian economy to reach double digit levels for several years, a typical pattern in post-conflict countries. 

For its part, Israel’s economy would grow significantly with a peace agreement, not because of trade with the small Palestinian economy, but because of the direct foreign investment that Israel would attract once a stable and peaceful environment is established. Indeed, Israel already has within its reach an offer of economic normalization not just with the 22 Arab states but with the 57 countries that comprise the Muslim world. All they are asking in return is a withdrawal from all the Arab territories Israel occupied in the June 1967 war, a just and agreed upon solution to the Palestinian refugee question, and the establishment of an independent, sovereign Palestinian state with East Jerusalem as its capital. Therefore, the Arab Peace Initiative promises increased opportunities for all parties by opening regional markets to Israel, creating synergies between the economies of Israel and neighboring Arab states through the establishment of joint infrastructure projects, and strengthening tourism and other industries in Israel and neighboring states.
III. 
Economic Development: Not at the Expense of Peace 

Ladies and gentlemen,

Until that day, we encourage private investment in Palestine, provided that it is consistent with our efforts to build our state in all of Gaza and the West Bank, which includes East Jerusalem. Economic development should contribute to the cause of peace and should not come at the expense of it.
This means that for foreign investment in the OPT to be effective, it must also be responsible. Companies that pursue economic or trade activities with Israeli settlements do bad business: Not only are they missing a golden opportunity to profit from Palestinian enterprise and expertise, they are also severely undermining our attempts to secure a viable two-state solution by supporting the very obstacles that impede the attainment of that objective.
Prime Minister Brown and his government understand this well. This is why the British government supports initiatives that boost the Palestinian economy and, at the same time, seeks to ensure that neither it nor its nationals contribute to the very (settlement) activities that stifle the Palestinian economy in the first place. I commend the UK government for this principled, sensible stance, and I encourage other states to emulate it.

Rather than doing business with Israeli settlements, investors are encouraged to do business with Palestinians. By coming to Palestine today, investors would be able to position themselves on the ground floor with the most lucrative opportunities. Even over the last few years of conflict, profitable investments have been made in pharmaceuticals, tourism, agriculture and ICT. 

In pharmaceuticals, we have exported to Germany, meeting the most demanding European standards. 

Palestinian agriculture has made a remarkable shift from field crops to high-end crops and horticulture, with Eurep-Gap specifications and standards allowing them to export directly to retail chains in Europe; and some agricultural business also started to export directly to the United States.

The stone and marble industry has branched out into foreign markets and exports over $ 120 million of products.

There are other success stories, but Palestinian industrial establishments need to upgrade their capability in diversifying their production lines, in introducing new technology and in learning new production and management practices. This is where British know how and tremendous success in export markets can be drawn upon to help small Palestinian firms with a potential for success, to break away from their isolation.

We have a lot to learn from you. I hope you will give Palestinian businesses the opportunity to share some of your knowledge.
To be sure, investing in a conflict area is strewn with risks. But if we join together to take those risks, and invest in the future, we will all reap the rewards.

Thank you.
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