General Assumptions:
1) The most important step in building a peace agreement is that the peace agreement       should be an ever (or ever is probably to optimistic) a long and lasting agreement not like for example the “Agreement between Israel and Lebanon on May 17th 1983"18. Therefore, if a final agreement is to be signed, it should be clearly defined to all the   parties and should not hold any ambiguous explanations.

2) If a peace agreement should be signed, it should try to satisfy all the parties involved in  the conflict  (I used the term all the parties but it would be more realistic to say, nearly all the parties should be satisfied because I pertinently know that all the actors of this peace process might not be treated at the same level: I am sure that Syria and Israel     would be the biggest winners and Lebanon, as usual, will be the forgotten country).

Positive effect of peace:
1) Lebanon will gain Political and Regional Stability.2) One of the advantage that Lebanon has over his Syrian and Israeli neighbors is that, the  defense expenditures are very low compared the cited countries above, in other words, this country would have more facility to transfer the defense investment to allocate it to the private investment more easily.

3) Even though a comprehensive peace has not been signed yet between all the parties,       Lebanon has since 1991 and the end of the civil war experienced a tremendous growth       (on average between 3 and 4 per cent growth per annum). All of the European countries     would be pleased to have such a high potential growth when we know that the average       growth in Europe turns around 1.5 to 1.7 per cent per annum. Lebanon has also reached      a peak in 1996 with a 7 percent growth rate. If a peace treaty was signed Lebanon could  expect to see this percentage rise more, reducing by the same token, the level of             unemployment ( Economists agree that 3 percent GDP allows to a decrease in            unemployment)

6) The Lebanese government has started to stabilize the level of inflation and probably

this trend should continue to evolve in the right direction. The level of the dollar ( a          very important currency for the Lebanese population and also the Lebanese market             because dollar had replace the Lebanese pound during the war) is decreasing at a rate         of 0.03 percent per day. Dollar is currently being exchanged at 1547.50  LBP for                buying and 1538 at selling ( The 9.50 Lebanese Pound gap is used to fight against               speculative motives). 

7) Private investment may come from Lebanese fortune abroad. ( 20 billion of dollars are   currently held by Lebanese outside of Lebanon ).

8) Lebanon might benefit from broad international business network provided by its           emigrant labor force and businesses.

9) Banking secrecy may interest a lot of foreign investors.  

Cost of the War:
The first major economic problem that the Lebanese government should be faced to            relies on two key factors: 1) Financing the expensive rehabilitation programs for all           the Lebanese who were living in the south of Lebanon prior to 1982 and the Israeli             invasion of South Lebanon which has leaded to an important movement of population        to Beirut suburbs. Actually, Even though the peace process has not been signed yet, the      Hariri government has already started financing a rehabilitation program called        “ELISSAR”, a program intending to modernize the South Lebanese Coast. 2)               Financing the overall cost of sixteen years of war which has been set equal to 10          billions of dollars.

The disruption of Lebanon’s service exports for sixteen years, the fact that they have          been supplanted by others, the emigration of skills, the destruction of infrastructure            will likely prevent the country from recovering its central position in the Middle-East.

2) In Syria
Positive Effect:
1) A decrease in National Defense expenditures

Year
% Of Current Budget Expenditures to 



National Security



%
Billion Of Syrian Pounds

1964
53
0.4

1966
48
0.4

1970
49
0.7

1972
50
0.8

1975
72
3.3

1976
68
3.7

1978
60
4.6

1982
58
9.8

1984
57
13.3

1988
49
14.5

1990
48
18.1

This graphical representation below of the above figures gives an idea of the amount of money that Syria would save if they reduced their defenses expenditures.
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3) Reallocation of Defense expenditures  in order to enforce the private sector and reinforce the peace process.

4) The military demobilization will allow skilled workers to regain their jobs, enhancing     in a way the Syrian Economy which can potentially gain from the Signing of a long            peace process.

5) Cooperation has already started in certain areas such as “ Environment, Water                 management” ( See first part of research paper) and would tend to increase.

6) The Tourism Sector will increase ( Strong Potential because of Syrian History).

The economic aspect of tourism is that it would generate billions of dollars annually.

7) Peace would increase investment and could create new job opportunities.  

Actual Syrian Problems:

Syria suffers today from internal and external public deficit. This situation has been accelerated by the fall of the communist block in 1991 and the decrease in loans granted by the former Soviet Union to the Syrian regime.

The economical perspectives in Syria are not encouraging now. “ The dramatic decrease in real salaries, especially after 1986 where the general price index rose by a factor of 2,65 while nominal salaries only increased on average by 25 percent in 1989". This situation explains why more than one million Syrian workers are working in Lebanon.

The Socialist Economic aspect of the Syrian Regime where planing is still present distorts the economy. 

3) In Israel:
Positive Aspect:
1) Reduction in defense Expenditures ( 19 percent of Gross Domestic Product in 1991)      but I believe that until the signature of a global peace treaty, the amount of defense            expenditures spent by Israel will continue shifting to the right.

2) Regional Stability will provide funds granted by foreign government in order to absorb  the increasing flow of immigrants.

3) Israel might expect to attract foreign investment, an attempt being made since the          middle of the sixties but which has not turned to be profitable. Israel could count on its     highly skilled scientific researchers and its predominant economic relations with the          United-States and Europe  ( Preferential Trade Arrangement ). 

4) Increase in the Tourism sector.

5) Possible increase in trade. ( I insist on the word “ Possible”, because I believe that the    future expectations might not be reached.

Trade should be divided into two different categories: 1) Gaza strip and West Bank 2)        The other Arab countries. Let us study the relation with the Gaza Strip and the West           Bank:

1) Israel is the main exporters of goods to the Palestinian territories (a)  but on the other    side these exports represent a small percentage of the Israeli Exports (b).

West Bank imports in percentage
Year

1966
Year 

1986

Jordan
18
2

Israel
0
88

Other
82
10

Total
100
100

Gaza Imports in Percentage
1986

Jordan


0

Israel
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92

Others
8

Total
100

Israeli Export to the

West bank and Gaza

 
Year 1987
year 1990



Percentage
11,3 on goods, 8,6 on goods and services
5 



6) A union between Israel and the West Bank and Gaza would be somehow beneficial to    Israel even though, the trade between these two countries should be minimal. In fact,         Israeli an consumers could gain by buying cheaper imported goods.

7) Israel could in the long term count on a cheap and skilled Palestinian labor force who     could increase the Israeli an Industry.

8) Israel would be able to allocate the money spent on Palestinian Territories into another   direction, like for example increasing the level of the Israeli an private sector.

9) Regional Stability will allow Israel to normalize its relation with all its neighbors and     to start trading with them. In fact, “ The Washington declaration” signed  between              Jordan and Israel is the first peace treaty that has put the basis for trade between these        two countries:  “ Regular meetings are held by the two sides, in an effort to facilitate        the smooth flow of goods between the two countries. In the recent meeting of the       Ministers of trade, Israel agreed to expand the list of items imported from Jordan that       benefit from custom reductions”.19
10) Trade that could arise between Israel and its Arabic neighbors should be border trade   of Perishable goods such as agricultural goods.

Problems Israel need to resolve:

Israeli Bureaucracy discourages foreign investors who would be willing to invest in Israel. They should liberalize more their economy.

Israel has problem reducing its level of inflation for the past ten years.

Some industries would be hurt if there should be a union between Israel and Palestinian, 

leading to the development of strong and possible powerful lobbies.

4) In Jordan:

Positive Effect:
1) Reallocation of resources: The Jordanian government would be able to reduce the         level of investment spent on arms and use this investment in developing other sectors        of the Jordanian economy.

2) Market stabilization and regulation: During the different Israeli wars, Jordan had to   accept 750000 Palestinian emigrants deteriorating by the same token the level of                demand and supply for work, increasing unemployment, leading to social crisis,                 inflation. The signature of a global peace treaty should help clearing  the excess of the        market demand and supply of labor, leading to a situation of equilibrium.

3) Regional Stability will allow Jordan to increase its exports to its neighboring countries

which represented  42.3 percent of its 1990 total export.

Jordan Exports 
Year: 1990

Iraq
23.2 percent

Arab Countries
19.1 percent

Total
42.3 percent

 4) Increase in Tourism due to its historical sites would be observed.

 5) In a situation of political and regional stability, Jordan should count on foreign               financial aid and loan accorded by different countries and the International Monetary          Fund in order for her to resorb its internal and external public deficit ( 10 billions of       Dollars) 

6) Regional Stability would push foreign investors to operate their business in this            country because of the decrease in the risk of a general conflict in the Middle East.

5) In Egypt:
Positive Effect:
1) Reduction in the level of defense expenditures if only there would be an interregional     security arrangement. The cost of this arrangement would be supported by the richest         country ( Gulf countries and the United-States)

2)  Reallocation of Resources: capital, labor, technological military resources would be       used to export needs and domestic civilian.

3) Aid Assistance: Egypt should receive economic aid from the countries of the OECD       and the major oil exporting countries.

4) Trade and Regional Integration: 

1) All attempts in the past have failed or have not given strong result: the reason

Protectionism of its neighboring countries.

2) Future possible trade policies: “ The list of banned imports will be reduced to 70             items and the range of tariffs is expected to narrow from 1%-240% to 5%-100% and           eventually to 10%-80%”20.

3) Reduction of nontariff trade barriers ( Trade restriction other than tariffs such as             voluntary export restraint, technical, administrative and other regulations ) in  the short term.

5) Prospect for regional trade: Egypt has a comparative advantage according to Ricardo’s   theory in sectors in which domestic resource costs are low and production for the world      market is viable ( e.g.: Food processing, engineering goods) that could be exported.

6) Factor mobility: Labor is important in the region. It is an important source of foreign      exchange revenues for countries such as Egypt and Syria. With peace, demand for             migrants could increase to the advantage of labor exporters such as Egypt. ( Estimation      of possible revenue: 5.5 billion dollars ).

7) Increase in Regional cooperation: Exists already in the fields of water management,        energy and environment.

8) Increase in private domestic and foreign investment: law 43 and law 23021, ( Tax            holidays, repatriation of profits, unrestricted importation of input requirements and             immunity from sequestration).

9) Increase in tourism.

6) In the West bank and Gaza ( On the basis of a future Palestinian state ?)
Positive Effect in the long run: ( 10 years )

1) Change in investment and trade partners in the middle East.

2) The Palestinian diaspora would help rebuilding the Palestinian economy if peace is         signed ( Peace= Security and a Palestinian state would equal to protection )

3) Increase in foreign and domestic investment ( Has already started with the Padico           project )

4) Strong Potential foreign skilled labor force would be willing to go back in Palestine.

5) Is trade and regional integration between Israel and the Palestinian territories possible ?

The answer is positive  because we see that the Israeli an and Palestinian economy are    complementary economies, therefore cooperation between Israel and Palestine is                 possible. I will focus on trade (1), Agriculture (2), industry (3), water (4) and Tourism   

1) Trade:

Trade between Israel and the West bank and Gaza strip  started in 1967. Trade in services comprises numerous areas, such as banking, insurance, technical expertise, health and communication . In fact, the gains from trade was unequal and in favor of  the Israeli an economy22.

2) Agriculture:
Agriculture will be an important source of revenue for the future Palestinian state. The graph above shows the gains from trade if Palestine would be willing to produce less industrial goods and more agricultural goods.Concerning agricultural trade between Palestine and the other Arabic countries, in the present time, this level of trade is very low due to as stated above to protectionism but once more confidence would state a final peace agreement, these protectionist measures are likely to decrease. With Israel, Palestine has comparative advantage in various agricultural products that could be exported more heavily if peace is signed and could also count on a high productivity with labor cost much lower than the Israeli an labor force.

3) Industry:
The level of industry in Palestine is very low and in my opinion, Palestinian should also focus on developing their industry. They have already started with the Padico project but here also, once again, only a peace agreement will install and create a high level of confidence, reducing investors risk in the region. It is always a vicious circle. Concerning the industrial cooperation, Hisham Awartani wrote: “ Palestinian and Israelis have very strong motives to promote fairly large industrial sectors, mainly as a safeguard for unemployment hazards and balance trade of deficits. On the other hand the authorities on both sides should presumably have profound interest in optimizing the allocation of their scarce resources and satisfying consumer demand of quality products at sufficiently low prices. A fundamental prerogative for achieving these basic objectives is permitting an advanced degree of free foreign trade... Palestinian firms can compete with Israelis only in those few subsectors where they may enjoy distinct comparative advantage such as the availability of some raw materials in abundant quantities and of good quality and at competitive prices, the cost differential of labor provides another solid advantage for some Palestinian industries, proximity of markets and manufacturing firms in both Israel and the occupied Palestinian territories is conductive to a mutually remunerative advantage”.23
4) Water:
As you will probably read it in Eric Tizioni research paper, the question of water in the Middle east is a strategic and very crucial question to all the actors of the peace process but here, I will focus exclusively on the Palestinian and Israeli cooperation. Before talking about the cooperation, it is important to denounce here how Israel is stealing or has taken into its pocket the water in Lebanon through the litani river and the power exercised by these same Israeli with the Palestinians24. Isrealian will have to do water concessions to the Palestinian. A final answer to this water problem will in my opinion settle more than half of Middle Eastern problem.

5) Tourism
Israel and the occupied territories are complementary to each other. Both of them are very important religiously speaking, therefore, these two countries would gain a lot from the inflow of Muslims visiting the West bank and going to Jerusalem afterwards ( Jews and Arabs), they also share a lot of historical sites like all their neighboring countries in the region and finally, both of them realize that they could gain a lot in promoting the tourism sector.

B) A Peace process depending today on one Policy: The Israeli view of the peace process
          The answer to a final agreement between Israel and its neighbors for which Israel has been quarreling for 48 years now relies as stated above on  the Israeli view of the peace process for a unique  reason: This country is the most powerful country, economically and militarily speaking, therefore, the Israeli government is going to sign the peace agreement that best suits him. In this part, I will focus on the Israeli implementation of the peace process (1) talking about the Israel and Jordan negotiations (a), the Israeli and Palestinian negotiations (b), the Israeli and Syrian negotiations c) and finally the Israeli and Lebanese negotiations.

1) The Israeli implementation of the Peace process:
a) Israel and Jordan negotiations:

The bilateral talks between Israel and Jordan, initiated at the Madrid conference in 1991 continued for two years in Washington until the signing of the Israeli-Jordanian common agenda on September 14, 1993. On the 25th of July 1994, king Hussein and prime Minister Rabin signed the “The Washington declaration” under the supervision of President Clinton. The major achievements of the Washington declaration were a series of agreements and concrete steps symbolizing the new era:

 End of the State of Belligerency between Jordan and Israel

 Agreement of both states to seek a just, lasting and comprehensive peace based on UN Resolutions 242 and 338

 Israel will respect the special role of the Hashemite Kingdom over Muslims holy shrines in Jerusalem.

 Signature of a treaty of peace between Israel and Jordan on the 26th of October 1994

 Establishment of full diplomatic relations between Israel and Jordan on the 27th of November 1994.

 Jordanian Parliament rescind in August 1995 its adherence to the Arab boycott on Israel.

 Business projects were implemented

 Open border crossing between Israel and Jordan has contributed to an increase in tourism

 Agreement on environmental protection, commerce and trade, transportation, air transport, water, agriculture, combating crime and illicit drugs, communications and mails, science and culture, education, health borders, the Eilat-Aqaba region, tourism and energy have been signed.25
Jordan and Israel signed a peace treaty three years ago but now it seems that this signature between these two countries has benefited the most to Israel ( e.g in the tourism sector, tourists usually  live in Israel, spend their money in Israel, cross the border to reach Aquaba, stay the whole day, spending a minimum amount of money and then return back at night in Israel).

B) The Israeli- Palestinian negotiations:

On September 9, 1993 President Arafat sent a letter to Prime minister Rabin, in which he stated unequivocally the PLO:

 Recognizes the right of Israel to exist in peace and security

 Accepts United-Nations Security council resolutions 242 and 338

 Commits itself to a peaceful resolution of the conflict

 Assumes responsibility over all PLO elements o ensure their compliance, prevent violations, and discipline violators

 Destruction of the PLO charter asking the destruction of the state of Israel.

 In Recognition, Israel recognized the PLO as representative of the Palestinians in the peace negotiations.

On September 13, a “ Declaration of Principles” was signed by the two parties in Washington. The DOP included immediate Palestinian self rule in Gaza and Jericho, early empowerment for the Palestinians in West bank, and an agreement on self government and the election of a Palestinian council.

The Interim Agreement:
 The negotiations between Israeli representatives and Palestinians gave birth to the “ Gaza-Jericho Agreement” signed in Cairo on the fourth of May 1994. This agreement included the withdrawal of Israeli military forces from Gaza and Jericho, the transfer of authority from the Israeli civil to the Palestinian civil authorities.

Early Empowerment:
 Transfer of 15 specified spheres between the 29th of August 1994 and the 25th of August 1995: Education and culture, social welfare, tourism, health, taxation, labor, trade and industry, gas and gasoline, insurance, postal services, statistics, agriculture and local government.

 Signature of the “ Israeli-Palestinian Interim Agreement on the West Bank and Gaza Strip” in Washington on September 28th, 1995.”

Implementation Of the Interim Agreement:

 20 January 1996, election of President Arafat

 24th of  April 1996, amendment of the PLO charter asking the destruction of the State of Israel.

 May 9, 1996, a  “Temporary international presence in Hebron” was signed.

 January 17, 1997, “ The protocol concerning the redeployment in Hebron” was signed.

Even though, the protocol concerning the redeployment of Tsahal outside of Hebron was signed, the year 1997 witnesses a fall in the hope of a general and a lasting peace process due to Palestinian suicide bombing in March which killed four Israelis. In fact, this bombing was predictable in the sense that the Hebron redeployment had not been witnessed from the Palestinian side and also from the idea of Israel to build Jewish settlement in Har Homa26.

C) The Israeli-Syrian Negotiations:

Following the Madrid conference, talks between Israeli and Syrian delegations started in Washington under the Framework of the Madrid formula. Since February 1994, negotiations have been held on the ambassadorial level in Washington. These talks led to focused discussions on security arrangements and the convening of two meetings between president Clinton and president Assad. The Israeli negotiators have stated to the Syrians that Israel accepts the principle of withdrawal on the Golan Heights, in the context of peace settlement which addresses four issues:

 The depth of the withdrawal

 The schedule and duration for withdrawal

 The stages of the withdrawal and the linkage between them and normalization

             agreement over security arrangement.

 Former Prime minister Shimon Peres proposed that Israeli withdrawal from the Golan heights would be put to a national referendum before it is signed and stressed other elements such as:

 The Comprehensiveness of the agreement and the linkage between the Syrian-Israeli agreement and an end to the Arab Israeli conflict.

 An emphasis on the quality of peace, the peace with Syria should not be a cold or hollow peace.

 The importance of embedding the Syrian-Israeli peace in a regional economic package.

since 1995, two rounds of Syrian-Israeli peace talks were conducted under US auspices at the Aspen Institute’s Wye River Conference center in December and January 1996 focusing on both security and other issues. In 1996 and 1997, secret meetings between Israeli an and Syrians took place in the United-States but still, the divergence between these two countries are important..

D) The Israeli an and Lebanese Negotiations: 
From the beginning of the peace process, negotiations with Lebanon have been overshadowed by Syrian control over Lebanon’s policies and decision making process. A dozen rounds of bilateral talks were held between Israel and Lebanon in the Framework of the Washington talks. These negotiations have been stalled since February 1994 and there is currently no contact between the two sides. Israel has clarified to the Lebanese that it makes no claims to Lebanese land or resources and that its primary concern is for security on its northern border. Israel has suggested an settlement based on the following principles:

 The Lebanese army will be deployed north of the security zone and for a period of six months, will prevent any terror activities against the security zone and Israel. Three month following that initial period, Israel will be prepared to sign a peace agreement with Lebanon.

 Prior to any change in its redeployment on the Lebanese front, Israel must be convinced that the military organs of all terrorists group currently operating out of Lebanon will be irreversibly disbanded.

 The government of Israel must receive practical and valid guarantees that no harm will be inflicted upon Lebanese citizens and southern Lebanese army personal currently residing in the security zone.

 In April 1996, following months of Provocations by Hizbullah based in Lebanon,

 Israel initiated “Operation Grapes of Wrath” directed against Hizbullah terrorists.

 On April 26, 1996, through US mediation, a document of understanding was achieved in consultation with Syria, Lebanon, and Israel.27 

            In addition, the document recognizes that a comprehensive peace can be achieved 

            on the basis of negotiations:

           “It is recognized that the understanding to bring the current crisis between                             Lebanon and Israel to an end cannot substitute for a permanent solution. The                       United-States understands the importance of achieving a comprehensive peace                    in the region. Toward this end, the US proposes the resumption of                                        negotiations between Syria and Israel and between Lebanon and Israel at a time                  agreed upon, with the objective of reaching comprehensive peace”.

II) Should Israel be afraid to make Peace ?

The primary answer to this question should be positive, simply because the year 1997 witnesses a fall in the hope of a general peace agreement between Israel and its Palestinian neighbor. Arafat accused on the 23 of March 1997 Israel of destroying the peace process after the Palestinian suicide bombing in Tel-Aviv, an attack which killed three Israelis consecutive to Israeli plans to construct Jewish housing  in Arab East Jerusalem. President Arafat warned that it could mean the collapse of the Peace process28 believing that Israel is bowing to extremist religious parties, who are hostile to the peace process and to the rights of the Palestinian people. The downward trend taken by the peace process after the Palestinian suicide attack and Palestinian violence in Hebron has been clearly expressed by a CNN journalist when he entitled his article: Mideast peace process: dead, or merely ailing ?.29
Israel at this point should therefore be afraid to make peace because of the on going Palestinian terrorist attacks in their country but I will show you in the conclusion that not only Israel but all the countries in the Middle East should gain from a comprehensive peace in the Middle East.

Conclusion:

As stated in the second part of the paper, all the countries involved in this Middle Eastern conflict could gain from a comprehensive peace. The most important issue is that they would be able to reallocate their resources, they would save on defense expenditures, promote for someone, develop for other their private sector in order to adapt their economies to a competitive environment. Regional stability will allow them to open their economy to private foreign investors and businesses (Egypt has for example already started to attract foreign investors by implementing the “open door policy”, also known as law 43). A global peace agreement would also have a positive effect on Israel, it would mean the end of the Arab embargo pronounced by the Arab League and the possible increase in trade in the region. Today, all these assumptions have still not be able to be verified in reality because a peace agreement has not yet been signed between all the protagonists. Even though, the relations between the Israeli and Palestinian have changed with the arrival in May 1996 of Prime Minister Netanyahu, even if Palestinians commits suicide bombing and Israel build a Jewish settlement in the Arab part of Jerusalem, I believe that there is still a place for a general peace in the Middle East. I believe that it is against history that a country stays alone and lives in a world of war with its neighbors. Through out history, countries have always finish to understand each other, even though they have been fighting against each other for years. I believe that  nearly 50 years after the creation of the State of Israel, time has come for Israel to make peace with its neighbors. In 1997, many observers notices that the peace process is in danger, they are right but I am optimistic. I share the hope expressed by 51 percent of Israelis who for the first time last month believed that Palestinians  would have their own state within five years. When Goldameir was at the head of the Israeli state in the sixties and when she was asked about the Palestinian rights, she always replied: Who are the Palestinians ? Do they exist ?. In 1982 and during the operation called  “Peace in Galilee”, Mr Ariel Sharon who was commanding the Israeli operation in Lebanon could have killed Arafat twenty times ( At a time where Mr Arafat was still considered by the Israeli an as a terrorist) and one time personally (Recall the story, I gave at the end of the in class presentation) but he has not done it. In 1996, when Prime Minister Netanyahu was elected, he said he would never shake the hand of President Arafat. In January 1997, he personally meets Arafat in the jeres check point. Now, all this means that gradually, Palestinian and Palestine are emerging as an independent nation. Therefore, I will end this paper on this message of hope: Even if the peace process is in danger, there is a potential for a future Palestinian State. Remember: NEVER STOP HOPING .
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