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Econom ¢ devel opnment has been a struggle in nost

devel opi ng countries and few have succeeded, wthin
their desired tinme horizon. Lack of resources,
backward technol ogy, and difficulty of entering the
i nternational nmarket are anmpbng the mmj or obstacles.
These and ot her obstacl es plague the Pal estinian
econony, whose probl ens are aggravated by the specia
circunstances that surround the new Gaut ononousO
econony. These special circunstances deserve specia
attention if the Pal estinian econony is to nake
headways in its efforts to devel op

1. Incentives and Fal se Expectations. There
is a problem of sustaining incentives anong the
various actors in the econony, for a variety of
reasons, as foll ows:

a) The Pal estinian people seemto have adopted
hi gh economi ¢ expectations since they began the
process of peace with Israel. Wile these expectations
have been difficult to realize, it has been equally
difficult to maintain the hopeful attitude which
generated those expectations; the failure in this case
is both political and economn c.

b) Expectations and attitudes toward econonic
activity have tended to fluctuate according to the
nmood in the political arena. Setbacks to the peace
process have |led to pessimsmand signs of progress
to optimsm Unfortunately, the frequency of
pessi m sm has been high enough to danpen incentives
and frustrate econonic activity.

c) Expectations have been influenced also by a
general conviction that the econony is so rich with
human resources that its devel opnent should be easy.
The failure to advance the econony, therefore, has
tended to danpen incentives further

d) Finally, expectations have been exaggerated

part because the Pal estinian people have suffered |ong
peri ods of deprivation and, therefore, any gl eam of
hope has tended to reawaken feelings that the good
days are not far away.

2. Realities of the Pal estinian Econony.

Whet her hi gh expectations are justified or not has
rarely been discussed in public. The reality of the
Pal esti ni an econony rai ses questions regarding those
expect ati ons.

a) Contrary to the general belief, there is a
poverty of resources, both physical and human. The
physi cal resources are |inmted because of poor natura
endownment, political restrictions on access to the
exi sting resources, and the relatively high population
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grow h. The human capital is also mstakenly

consi dered abundant. Though formal education has been
wi despread and col | ege graduates are in surplus
supply, there is a shortage of rel evant
qualifications, technical know edge, and the spirit of
creative enterprise.

b) There is a poverty of institutions. This, of
course, is understandable since the Pal estinian
National Authority has had little tine to establish
the right institutions. The | eadership is short of
experience, resources, and qualified technical staff
to handl e a new devel opi ng econony efficiently. The
probl em may be a matter of time before it is overcone,
but in the neantine it is a serious handicap in the
way of devel opnment.

c) There is a poverty of freedomin decision
maki ng by the Palestinian authorities. The |eaders
are overwhel med by the extraordi nary harnful neddling
by outside agencies, which are connected to the donor
countries and institutions in one form or another

3. The Future. Though the road is rough and
wi ndy, there are certain steps that can help to pave
the road and facilitate devel opnment

a) The nobst obvious step is to try to attract
i nvestment capital, both domestic and foreign,
especially Pal estinian and Israeli capital. |srael
capital may be particularly significant because it may
smooth the political atnmosphere, create jobs within
the Palestinian territory, transfer technol ogy, and
promote truly viable interdependence between the
I sraeli and Pal estinian econom es

b) Inprovenent of the institutional framework is
i ndi spensabl e for streanmlining responsibilities anong
and within mnistries. There is a need for division of
| abor according to | ogical and technical capabilities.
That woul d reduce confusion as to who is responsible
for what, and contain the irrational conpetition anong
i ndi viduals within and among ministries. There is a
great need also for a master plan of econonic
objectives, activities, and projects so as to create
conplenmentarities instead of duplications in the
econorny.

c) Finally, it is inperative to reduce foreign
intervention and let the Pal estinian make their own
econoni ¢ decisions, as well as m stakes, especially in
setting priorities and inplementing projects. Donor
countries and agenci es nmay have good intentions, but
they do not have to face the various constituencies or
deal with day-to-day problens of the economy. The
apparent inpact of such intervention has been to
create dependence rather than i ndependence, and
econom ¢ and cultural occupation in place of true
denocracy and freedom Foreign intervention has al so
tended to breed conpetition for favors anong
i ndividuals, nministries, and institutions, at the
expense of public interest.

In spite of these difficulties, better days may

still be on the way. Many Pal estinian |eaders work
hard, wth full dedication, and a clear vision of the
road ahead. Let us hope that these people will prevai
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and realize their vision for all to enjoy.
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