Conclusions and Recommendations
The following summary includes the main lessons drawn at the Conference. The points presented below are a list compiled during the deliberations; they were not classified according to the attention devoted to each in the discussions, or to the relative importance attributed to each.

Faith in the Future

Since the purpose of the Conference was to draw conclusions and learn lessons, most of the speakers naturally focused on past mistakes – on obstacles and failures. Against this background, it is striking that almost all the speakers expressed optimism about the future. Speakers offered the following explanations for their faith in the future of economic relations between the two countries:

 The economic issue is at the core of the peace agreement between Israel and Jordan, and is essential for the relationship between the two countries. The economy can serve as a lever for improving the relationship and extending the reach of peace. While foreign relations and strategic situations are prone to constant change, economic interests are more stable. The economic field offers many opportunities for enterprises, despite the strained political situation.

 The Jordanian economy is undergoing a process of liberalization; investments are being encouraged and the private sector receives governmental backing. The emphasis on education and technology seems promising. Jordan has put economic development at the top of its agenda.

 The messages conveyed at the meeting of the World Economic Forum inspired much hope, since they created an explicit link between promotion of economic relations and regional peace and stability. Listeners were particularly impressed by the messages from HM King Abdullah and ministers from both sides, in the presence of participants from several Arab countries.

 The boost given by the U.S. to Jordan’s economy opens new horizons for cooperation. The establishment of the Middle East Free Trade Area will be of great importance. Acceptance in the WTO and the strengthening ties with the European Union will also provide a push in this direction. Various attempts at cooperation failed in the past because of the differences between the systems in which the Jordanian and Israeli economies operate. Nowadays, the structure of Jordan’s economy is becoming increasingly similar to that of Israel, and this growing similarity will facilitate cooperation. Both economies are adapting themselves to the globalization system, and Jordan is better at this than most other Arab countries.

 The U.S. is in favor of economic cooperation between Israel and Jordan. Washington has and will continue to encourage such cooperation. Americans often function effectively as the “third party” needed to launch and promote joint projects.

 The long-term impact of developments in Iraq is not yet clear, but these changes may well create important opportunities for Jordan, and indirectly also for Israel, giving rise to new possibilities for cooperation.

 The full potential of integrating the advantages that each side has to offer (know-how, technology, marketing, cost of labor, skilled work force, etc.), as well as the advantages of geographic proximity, have not yet been exhausted. Economic logic will eventually lead to broader activities that build on these advantages. It was argued that these advantages could turn the region into a highly competitive economic zone, even relative to China.

 Alongside the various failures in different fields, economic relations between the two countries have also yielded some substantial accomplishments that may motivate expansion of these relations in the future. The QIZ, which raised Jordan’s exports (having turned the U.S. into the primary target market) to nearly $0.5 billion a year, is a case in point. Joint ventures created jobs for some 30,000 workers in Jordan and generated profits for Israeli manufacturers. Thanks to the QIZ, Israeli exports to Jordan continued to grow at a time when trade with all other Arab countries plunged.

 Although some partnerships collapsed, several joint ventures, with Delta leading the list, have created positive resonance in Jordan in terms of their contribution to the job market and their concern for the well being of their workers. These projects may serve as models to be emulated by other industrialists.

 While none of the major projects discussed so far has been implemented, several modest joint projects have nevertheless succeeded, thanks to continuous and effective cooperation. Examples are the Red Sea Marine Park and several agricultural enterprises in the Arava and Bet She’an regions. Various activities that Eilat and Aqaba conducted together were also mentioned, including water sports, oil-spill contingency operations and the entrance of workers from Aqaba to Eilat. Both parties are more realistic today, and may thus be able to prepare more feasible plans for the future.

 Finally, despite political tensions, many Israelis were impressed by the courtesy, friendliness and good will demonstrated by their Jordanian associates. Jordanians were impressed with Israel's across-the-board warm attitude toward Jordan.

Impediments: The Jordanian side

Since most of the discussion at the Conference focused on the Israeli aspects of the relationship, impediments on the Jordanian side were only partially addressed. The following problems were raised:

 The most severe problem faced by Israelis seeking to develop business ties in Jordan is the well-known opposition among many circles there to any interactions with Israelis (which they refer to as “normalization”.) Many Jordanians reject any form of cooperation or, under pressure from their political or social environment, withdraw their participation in projects that were already in the pipeline. One example mentioned was the failure of the Israeli trade fair in Amman due to these pressures.

 The boycott imposed by Jordanian trade unions and professional associations on any ties with Israelis has a detrimental effect on economic relations between the two countries. Because of this boycott, Israelis find it difficult to use the services of local attorneys, engineers and other professionals. Jordanian legislation gives the unions the power to enforce the boycott on all members. Despite repeated promises by the Jordanian authorities to cope with this problem, it still persists.

 The palace has often expressed its support for economic ties with Israel, but Jordanian and Israeli businessmen maintain that these statements have not been adequately translated into effective backing. It was also claimed that Jordanian decision-makers sometimes disapproved of projects that might have benefited both sides, apparently for political reasons. 

 Criticism was also directed at the Jordanian private sector, which is not sufficiently proactive in its attempts to enter the Israeli market, despite the obvious advantages that this market has to offer. Such measures might have included, for example, trade fairs and marketing campaigns.

 Israelis have often encountered groundless Jordanian fears of an Israeli “takeover” of Jordan’s economy. These concerns stem from the unequal size of the two economies and from the failure to understand that this imbalance can actually benefit the Jordanian side. This is probably one of the reasons underlying Jordan’s reluctance to sign a free trade agreement (FTA).

 Although most of the discussions at the Conference revolved around the hurdles created by Israeli bureaucracy, there were complaints about the Jordanian administration as well. Border crossings and visa issuance on the Jordanian side are not trouble-free either, it was said. Certain government ministries tend to drag their feet and hamper cooperation schemes. One example  given was that of the Ministry of Agriculture, which several times imposed unnecessary obstacles on the transportation of plants and farm products for joint projects.

 The fact that Israelis are not permitted to use the King Hussein/Allenby Bridge makes it very difficult for businessmen and others to travel between the two countries, adding many hours to the length of trips to and from Jordan.

Impediments: The Israeli side
Since the conference was organized by Israelis and conducted on an Israeli campus with mainly Israeli speakers, the emphasis was naturally on the performance of the Israeli side. This retrospective examination was frank and penetrating, and led, as demonstrated below, to pointed Israeli self-criticism, along with the criticism voiced by the Jordanian participants. The following points were raised:

 Israel initiated economic relations with Jordan on the wrong footing when it presented overly ambitious and mostly unrealistic regional and bilateral projects. The problems started as early as the Casablanca Conference, in which the Israelis were over-enthusiastic and not sufficiently sensitive to the concerns of their Arab interlocutors. While presentation of these projects was perfectly legitimate – because it illustrated the prospects that peace has to offer for regional prosperity, proposed a vision for the future and created a positive climate and setting for the peace process – the Israelis failed to explain to their Arab associates, and perhaps did not themselves understand, that long-term visions and concrete plans are not necessarily one and the same.

 Nine years later, none of the major projects has taken off. This failure has caused deep disappointment and eroded faith in the promises embedded in the peace agreement, and even in peace itself.

 Participants mentioned several specific projects whose implementation might have generated extensive benefits for both sides: the Aqaba-Eilat airport, the creation of functional and complementary roles for the ports of Aqaba and Eilat, the water conduit from the Red Sea to the Dead Sea in order to save the latter, the interconnection of power grids, joint development of tourism in the Aqaba-Eilat region, and lately – the Jordan Gateway industrial park.

 Israeli speakers noted that the failure of many projects was due mainly to shortcomings on the Israeli side, whereas the Jordanians generally did what was needed to push the projects ahead. The Israeli government did not mobilize its full capacities to promote these projects. For example, while the Jordanians quickly completed all the necessary legislative changes, administrative arrangements and construction works needed on their side for the Jordan Gateway project, Israel was procrastinating.

 Israeli critics mentioned that the Israeli ministers in charge, as politicians, often gave precedence to the narrow interests of local pressure groups over the broad, long-term interest of promoting regional infrastructure, economic cooperation and peace. One such example is the opposition of the City of Eilat and its port workers to a joint airport and the realignment of the seaports of Eilat and Aqaba. There were ministers who, in meetings with their Jordanian counterparts, focused more on media coverage than on substance. Others made careless public statements instead of maintaining the necessary discretion.

 The government, through its various ministries, managed to conclude 15 bilateral agreements with Jordan, but the positions of the Israeli negotiators were not always as generous as they might easily have been, and they did not pay enough heed to the constraints faced by the other side. Subsequently, the Israeli functionaries were not very energetic in the implementation of these agreements. 

 A basic obstacle mentioned by many participants is the large number of Israeli agencies that deal with relations with Jordan. For example, the developers of the Jordan Gateway project had to go through 29 different planning committees. While in Aqaba there is one central agency in charge (ASEZA), in Eilat five or six agencies operate. Moreover, the various Israeli agencies involved sometimes take conflicting positions. There is no single entity in Israel that is in charge of economic relations with Jordan and gives them high priority. The ministers in charge of various aspects of the relationship were constantly replaced; sometimes a Ministry of Regional Cooperation was in place, sometimes not. Repeated calls to appoint a minister with extensive powers to handle economic relations with Israel’s neighbors went unanswered.

 There were sharp complaints about Israeli red tape. Licenses for projects that take two years to obtain in Jordan take 8-10 years to obtain in Israel. An example was given of how Jordanian trucks en route to the Haifa port were delayed because Israel’s different agencies could not decide which of them would pay for the police motorcycle that was to accompany the convoy. With its repeated delays, the Israeli administration missed the opportunity to set up consulates in Eilat/Aqaba. It also allowed the joint committee of the two cities, which at first operated smoothly and fruitfully, to wither away.

 Sometimes the advancement of projects is impeded by “green” organizations. While everyone agreed that environmental values are important, it was argued that a balance must be struck between these values and other vital interests. It was claimed that projects in Bet She’an and the southern Arava were blocked because of opposition from environmental bodies, over concerns for “bees, birds and hyraxes.”

 There were persistent complaints that the government does not offer any substantial backing for businessmen who seek to develop joint ventures with Jordanians. All Israeli cabinets have paid lip service to private sector entrepreneurs, but in reality were indifferent to their problems. Entrepreneurs found it difficult to get foreign trade risk insurance, even for the political risk alone. One leading Israeli company that was seeking insurance, (again, for the political risk only) was told that since the Europeans do not offer such insurance for trade with Jordan, neither will Israel – as though the two cases could be compared (at the same time, such insurance has been offered for investments in Kazakhstan.) Some of the Israeli businessmen whose ventures were nevertheless successful attributed this success to their methods of circumventing Israeli bureaucracy. All they expect from the Israeli administration is that it stay out of their way, they said.

 The cold shoulder given to businessmen by the Israeli administration is also evident in the slow and cumbersome procedures at the border crossings, in difficulties in transporting industrial equipment, in the high cost of traveling across the border by car, in the problematic flight arrangements between the two countries, and so on. Various projects have failed because problems of border crossings and transportation made it impossible for them to move ahead.

 Some speakers expressed the view that these difficulties arise from the fact that the Israeli administration has been very slow to adjust to a reality in which Israel has open land borders – a new situation with which the officials were not familiar. Some said it was a mistake to put the land crossings into the hands of the Israel Airports Authority, to be functioning as a profit-driven organization. The national interest should have dictated giving priority to broad, long-term goals rather than cost and profit.

 The Jordanian speakers, who shared this criticism, focused in their complaints on the difficulty of obtaining visas. They recalled that at first, it was possible to receive visas within one day, but gradually the process became more elaborate. Lines outside the Israeli consulate became increasingly long, and the wait has increased to several hours. Today, it sometimes takes weeks to obtain a visa, and there is no efficient mechanism by which the process can be expedited for businesspeople.

 Many of these difficulties result from the limitations imposed by the Israeli security authorities. Everyone agreed that security considerations must not be neglected, but it was argued that not all limitations are justified and that a balance must be struck between security considerations and other priority interests. For example, there was criticism of the travel warning regarding visits to Arab countries, and against the reluctance to trust Jordan’s security controls.

 Jordanian participants in the Conference complained bitterly that Israel maintains its monopolistic hold on trade with the Palestinian Authority and does not allow Jordanian traders to enter this market.

 It was noted that Israel has not been able (although it was not exclusively to blame) to activate the “trilateral table” -- a mechanism for coordination and cooperation between Israel, Jordan and the Palestinians -- which is needed to advance various economic activities. It was also pointed out that Israelis have often failed to comprehend the prevalence of the Palestinian element in Jordan’s private sector.

 Participants in the Conference further argued that Israelis were not always sensitive to the different cultural codes of their Jordanian associates. They failed to recognize the existence of basic differences between the business and governance cultures of the two societies. It was also noted that the change of mindset needed to maintain peaceful relations was not always present on the Israeli side; many Israelis have not abandoned their old mentality of suspicion and skepticism toward their Jordanian neighbors.

 In conclusion, many participants charged that the Israeli polity, highly experienced in preparing for war, was not seriously prepared for peace. The government did not lay the groundwork for a new reality of peace and did not conduct any long-term planning toward it. Many opportunities were missed, time was wasted and promises were not kept. Despite the serious tensions resulting from the conflict with the Palestinians, much more could have been accomplished. The hope that relations with Jordan would convincingly demonstrate the great contribution of peace to the prosperity of Israel’s neighbors was not realized, and disappointment in Jordan over the absence of  “fruits of peace” has become an impediment to the peace process itself.

Recommendations

For the reasons outlined above, most of the recommendations proposed by the speakers focused on possible improvements on the Israeli side, or parallel improvements on both sides. The recommendations were as follows:

 Almost all the speakers advocated establishing a single national authority in Israel to coordinate and control all matters pertaining to economic cooperation with Jordan and joint Israeli-Jordanian projects. Several variations were proposed: appointing a special minister with broad powers, appointing a minister in the Prime Minister’s Office, establishing a special national authority, appointing three different senior officials (one for Israeli-Jordanian relations, one for Israeli-Egyptian relations and one for Israel’s relations with the Palestinians), and so on. The common denominator was the demand that the entity in charge should have authority over government ministries and national institutions, represent a broad understanding of the overriding importance of the relations and be free of partisan politics.

 A demand was raised to “privatize” economic relations with Jordan, in other words, to get the private sector involved in the planning and management of these relations, and let professionals, rather than “politicians, generals and bureaucrats”, set the tone. Whoever is in charge must be attentive to the needs of the private sector.

 The role of the political ranks and the administration should be restricted to the following functions: creating the diplomatic and political framework necessary for economic activities to take place; prioritizing such activities and generating a suitable public climate for this purpose; encouraging private-sector enterprises; offering a safety net for the private sector, including trade risk insurance; granting such incentives as tax breaks and more generous quotas; and providing administrative monitoring and assistance to economic interactions.
 The private sector was urged to expand its activity in Jordan and get more out of the QIZ and other advantages that Jordan has to offer – for the benefit of both sides. There is room for more industrial parks (locations such as Amman, Zarqa and Aqaba were mentioned in this context.) It was assessed that conditions in Jordan are already ripe for more sophisticated production lines, and that the prospects of joint trade and tourism ventures deserve to be explored. It was noted that because of the limited size of the Jordanian economy, even modest enterprises could have a substantial positive impact.

 The past failure of regional projects should not be regarded as final. The subject should be approached from a different, more realistic perspective, seeking win-win arrangements. Before any proposal is made, all interests and constraints involved must be systematically examined, and thorough feasibility studies must be conducted. Projects that were indicated as still relevant and worthy of reexamination included: the transfer of water from the Red Sea to the Dead Sea, assuring the future of the Dead Sea; the joint airport; water desalination, purification, recycling and storage facilities in the north; power plants and grid links; using the Port of Aqaba for cargo instead of the Port of Eilat; and the construction of additional industrial parks.

 It was nevertheless recommended that instead of spreading efforts too thin over many projects, it would be better to focus on a single project with good chances of success, to thus illustrate the potential of other regional projects. It was proposed that the choice should be an “Arava Project” encompassing the   railroad, the airport, the seaports, tourism, water, agriculture and the Dead Sea.

 A plan was proposed to expand cooperation between Eilat and Aqaba:  encourage investments in the Aqaba free trade zone, allow more Jordanian workers to be employed in Eilat, coordinate urban planning of the two cities, and  resume sport activities and cultural events that encourage tourism. A recommendation was made to establish a single central authority in Eilat that would work with the Aqaba Special Economic Zone Authority.

 Although economic interaction should not be held hostage to “green” organizations, a more serious and comprehensive approach must be applied to environmental matters, thus preventing an ecological disaster in the Gulf of Eilat-Aqaba and stopping the deterioration of the Dead Sea. In this context, implementation of the Bahrein Code of Conduct might be helpful.

 The framework of the international system supporting economic cooperation between Israel and Jordan should be strengthened. Speakers maintained that an effort should be made to secure a cumulation agreement with the EU, modeled after the one concluded with the U.S. Joint Jordanian-Israeli appeals to international foundations could generate financing for cooperative projects.

 A proposal was made to explore the prospect of renewing the discussion of a free trade agreement between Israel and Jordan.

 Speakers called for expanding the bilateral dialogue on all levels and holding more professional meetings for planning and coordination. Such meetings would foster trust and create a better atmosphere, which is needed for economic cooperation.

 The dialogue should also include the Palestinians. However, it was argued that the three-way dialogue should be limited to areas where all three sides have a convergence of interests and which therefore stand a good chance of yielding positive results.

 Many proposals were raised in the field of know-how. Israel could help train managers and teach innovative marketing methods. Jordan’s industries could benefit much more from Israel’s know-how in the fields of technology. The importance of scientific cooperation in various spheres, including nanotechnology and biotechnology, was underscored. One Jordanian participant elaborated on the possibilities of medical cooperation (live broadcasts of operations, professional seminars, joint development of medical programs). A proposal was made to set up a unit in one of Israel’s universities to monitor cooperation, organize professional training seminars and plan projects.

 Finally, participants said that economic relations should lean more on the civil society system. Development should evolve from the bottom up, rather than be directed exclusively from above. To this end, peace education should expand in both countries, in order to nurture a culture of peace. In the process of choosing projects for implementation, priority should be given to those that strengthen interpersonal relations and enhance mutual trust. 

