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Future Options for Israeli
Palestinian Economic Relations






® ®
Goals of Future Arrangements:

4+ Allowing for economic growth on both sides.

4 Minimize bureaucratic friction, and maximize
economic benefits.

4+ Workability.

4 Change mindset, and renew confidence and
momentum.

4+ A nucleus of renewed regional cooperation.



® #*
Three Scenarios

* MFEN relations
e Customs Union
 Free Trade Area



® &
The MFN option includes

Customs borders

Same regulations and tariffs which apply to
any third country.

Separate external economic policy.

Questions to be resolved regarding labor,
and other services.



& &
MFEN Option: Advantages

 Each side will determine its own economic
policies.

* Minimizing the need for coordination
between both sides.

* Improved implementation of laws and
regulations (i.e. counterfeits, standards).



MFEN Option: Disadvantages

Decrease in economic interaction, harming
both economies.

Forfeiting future economic benefits deriving
from close cooperation.

Cost of creating customs borders, and
controls.

Might create a smuggling incentive.



& &
Customs Union option includes:

* Turning de-facto integration into a chosen
one.

* No customs borders, joint external trade
policy.

* Free movement of goods and services.
* Sharing of revenues.

 Elements of a common market.



& &
Customs Union: Advantages

Maximization of economic cooperation
potential.

No costs of creating customs borders and
controls.

A positive message to foreign investors.

Facilitating Joint Isracli-Palestinian
ventures.



- &
Customs Union: Disadvantages

* Coordination of a joint external policy and
standards regulations, in two different
economies.

* Fraud eased by the revenue shéring system.

* Bureaucratic burden of the revenue sharing
system.



& &
Free Trade Area includes:

e Customs borders.

 No tariffs on goods originating in either
side.

* Mostly separate tax revenue collection.
* Separate external economic policy.

10



- -
FTA: Advantages

External economic policy suitable to each
economy.

Decreasing the bureaucratic burden of the
revenue sharing system.

Improved implementation of laws and
regulations (1.e. couterfeit, standards).

A positive message to foreign investors.



FTA: Disadvantages

* Risk of decreasing trade due to new NTBs.

* Costs of creating customs borders and
controls.

» Might create a smuggling incentive.



Considerations regarding FTA and a Customs
Union

* Recognition of cumulation of rules of origin
by major export markets.

* Labor - creating mechanisms to enable
stability.

 Other Services - encourage continuity and
expansion.

» Relations with Jordan - an important factor.

&



& L
Important areas of cooperation

Water

Electricity

Tourism

Environment Protection
Transportation

14



& ®
Final remarks

Both sides have an interest in prosperity of
the other side.

The economic arrangements are dependent
to a large degree on political developments.

Importance of mindset change.

Importance of bottom-up pressure through
private sector cooperation.

15
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