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The Government’s Economic Policies and their Role in Promoting Direct
Investment in Palestine.

Prepared by : Mohammad Ahmad Ali Said
Supervised by : Dr. Nojoud Habash

Abstract

The purpose of this study is to identify the Palestinian economic policies and
their role on investments, besides identifying the role of investment
promotion law in increasing the investment in Palestine mainly the amount of
local and foreign direct investments. The study also aimed to clarify the impact of
governmental policies particularly tax policies on promoting investment.

This study comes to enrich local studies that addressed economic policies and
their role in increasing investment in Palestine; thus opening wide opportunities for
further future studies in the field of Palestinian national economy. It is expected
that this study could contribute in developing the investment climate in Palestine
and therefore it could be a good source for the Investment Promotion Agency in
their policy setting and new strategies.

A descriptive methodology has been used, where the questionnaire was a
major tool for the study. The study based on stratified random sampling; the
sample was of 232 questionnaires (distributed) as 200 questionnaires were
recollected, knowing that the duration of the research was of Many 2014 till April
2015. By SPSS package the hypothesis were analyzed and results were obtained.
The sample included corporations that get benefited from investment promotion
law in all over West Bank districts, except for Jerusalem District; given the fact
that such corporations were able to identify to what extent they benefited from
investment promotion law in Palestine.

The results of study revealed that economic policies followed in Palestine
considered as discouraging factor for investment; considering that economic
and investment environment are not attractive environment for investment in
Palestine. Such result is due to Palestinian economy dependency on Israeli
economy, and lack of clear economic and political vision mainly in respect to
sustainable and development of the Palestinian economy. In regards to the legal
environment in Palestine, it acts as a negative factor toward investment; this is
due to old and multiplicity of laws and regulations acted by Palestinian
jurisdiction system; and the absence of Palestinian legislations that fit
Palestinian exceptional situation. The study also showed that the increase on
investment activities in Palestine are not because of the existence of investment
promotion law, though the latest amendments have partially participated in



improving levels of investment. Such amendments overcome several obstacles
that faced the investors; especially that the new law (after the last enhancements)
became more modern and suitable with the Palestinian situation, especially that
Palestine Investment Promotion Agency played a major mediation role in bringing
down the obstacles facing the investment in Palestine.

This study has reached a number of conclusions most notably: the absence of
Central Palestinian Bank and a national currency, as well as the usage of an
alternative currency in the Palestinian economy had hindered investments into
Palestine. Moreover, the constant deficiency in the Palestinian Authority's budget,
the inefficient exploitation and utilization of the local resources, the heavy reliance
on the foreign aids, and the lack of a clear national vision on economic development
had all imposed a significant barrier for the investment in Palestine. Additionally,
the lack of Palestinian economic independency, the lack of a Palestinian control
over the local resources and borders, as well as the discriminative agreements
against the Palestinian economy are all factors working against attracting
investments into Palestine. Simultaneously, the old and unsuitable public policies in
Palestine, the ineffective and inactive Legislative Palestinian Authority, and the
weakness in the Palestinian Jurisdiction measurements (lack of courts specialized in
commercial disputes), beside the non activation of the Palestinian Labor Law all
had a great impact in limiting the expansion of the Palestinian investment.

The study therefore concluded with a number of recommendations most notably:
(A) increasing the effectiveness of the economic and monetary policies in the
Palestinian National Authority to keep up with the regional and international
transformations as a way to increase the flow of investments, as well as attracting
the foreign and the immigrating Palestinian capital through inducing both financial
and human potential of the Palestine Investment Promotion Agency (increase its
internal and external promotional activities); (B) The importance of establishing a
Palestinian Central Bank and a national currency when possible, decreasing the
interest on investment loans, reviewing the old laws in Palestine and develop a
version that is more suitable of the Palestinian economy aspirations. As well as
establishing courts specialized in commercial disputes; (C) Develop a plan to
decrease the reliance on foreign aids through bringing down the current
expenditures, and increase the capitalist expenditures; (D) The importance of
revising the laws concerning investment promotion in Palestine, and the need to add
incentives to certain geographic areas and the targeted economic sectors within a
clear national vision; And lastly (E), the need for establishing common
mechanisms for pre planning to push towards an economic development, as
well as enhancing the performance of both public and private sectors’
organizations.
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