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Determinants of the Palestinian Direct Investments from the West-Bank in
and the Settlements
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Supervisor: Professor Mahmoud El-Jafari

Abstract

Foreign direct investment (FDI) research has generally focused on FDI from and to independent
states, which, are large or small, poor or rich, developed, undeveloped, or less developed nations.
Very limited research has examined the occupied state determinants that are related to FDI from t&
occupied state in the military occupation state. This study provides the first empirical test of push
and pulls factors in less developed market- West-Bank between “1993-2010".

Demographic, Economic, locality risk, capability, and external factors are hypothesized to be
important of FDI from the West-Bank to Israeli occupation state and its’ settlements.

It is seen that more and more Palestinian businessmen do direct investment in Israeli economy in
spite of continuous shortage of Palestinian trade balance, the distortion and skewed economic

integration with Israel. There is no accurate data of these but the informal data expected that it is
within $1 billion.

The importance of the study is related to its’ subject and to the aspect of misuse of concepts, first of
all, is how Palestinian from the West-Bank of poor unstable policy, and economy under Israeli siege
can do business and invest in the strong and developed one. The study intends to explain the aspect

of misused of concepts to describe the Palestinian- Israeli economy. At the same time, the investment
opportunity loss in the Palestinian economy which can develops and improves its’ capacity, so it can
help other stakeholders to make decisions. 7

The study used the descriptive research method, and gathered the secondary data, from PCBS, ICBS.
Pal trade, PMF, and other different resources of Arabic, English and Hebrew languages. The primary
data gathered through interview’s and preliminary data obtained by specifically designed

questionnaire for this purpose, which allowed us to describe the variables, depending on the
frequencies, and multiple regression analysis statistics techniques that examined the effects of
independent variables on Palestinian economic activity or capital invested in the year of 2010, and

the study have been obtained by using software (Spss V.15).

The study shows that, the total capital of Palestinian direct investments in Israel and its’ settlements
for fixed amount of fixed investors in the lower limit is $2230 million and its’ mean is around $2555
million which represents 11.2% of the study society in the first scenario, while in the second
optimistic scenario of positive expectations, the lower limit will increase to $3776 million and the




mean will be $5813 million, they were distributed to 22.7% in constructions, 13.1% in trade, 23.5%
in industry, 9.6% in agriculture, 4.3% in tourism, 6.7% in technology and IT, 15.2% in services. and
4.4% in others.

The results indicate that some factors, such as the level of bilateral trade, market size, and locality
risk are objective factors that related to push and pull FDI literature context, at the same time itis
differentiating in the subjective factors, such as, the small number of choices that are available for
Palestinian Investors under the occupation.

The determinants of outward Palestinian direct investments in Israel and its’ settlements consists of '
eight push and pull significant factors, that make a unique contribution to the equation, they are;
demographics that are related business returns, age, experience, financial resources, companies
registration, foreign languages, and problems that face Palestinian investors in Palestine and Israeli
environment; the Israeli economy that related to Israecli market, trade, communication, infrastructure
and industrial zones, and Palestinian labors; Israeli local environment related to political situation,
taxes, registration, courts, geographic distance, culture distance, and the relationship with the
Israelis; the business men capability in Israeli market, work access, and finance; Palestine €COonomy.
which is related to trust, trade, market size, competition, imports, and exports; Palestinian local
environment which is related to public administration, institutions, courts, political agreements, and
laws; Palestinian capabilities that related to shortage of local and international information,
incapability to work in the international environment ; and the external factors that related to the
international environment and the wide Israeli world agreements.

s

The study presents a set of conclusions and recommendations that are consistent with the results
analysis, so it is important to improve the capability of the Palestinian investors in the Palestinian
environment, by building and developing the trust relationships of the investment environment, by
improving the Palestinian public administration and institutions to make control over the capital, sa
it is important to build an administration in ministry of economy to deal with this subject to eliminate
the push factors and to prepare accurate statistics, at the same time it is essentials to develop the
infrastructure and industrial zones, and to eliminate and remove the trade and un trade barriers that
related to imports and exports, to improve the capabilities of the investor’s to know how and pure
information about the opportunities in the local and international markets by preparing empirical ané
applicable researches, and reliable feasibility studies, that can be reached by investors on time, and to
improve the investors ability to work in the international environments to reduce dependent on Israels
experts.

The PNA should do more efforts to accomplish the Gaza port and airport, and to build a trade airport
in the West-Bank, and to reduce the production cost to increase the productivity competition, by
reducing the cost of raw materials, such as, electricity and water. They should improve their
international relationships, by doing more agreements with world community, and to improve the
communication sets and skills of doing international business. Moreover, is to encourage executives
in Israel and to allocate to invest part of their wealth in PNA areas and overseas to eliminate the risk
of one place. The investor in Israel should take care of companies’ registration, to be competitive in
Israeli market.
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