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This paper invites the Arab states to be proactive in terms of undertaking the initiative endorsed by the Beirut Summit and based upon the Abdullah Plan for peace with Israel. 

Peace is challenged by spiralling levels of violence. Attitudes have further hardened following the construction of a wall through urban areas of the West Bank and a fence throughout the remainder of the territories from north to south. Despite present constraints, these barriers may be movable but it is not plausible that they will be removed in the foreseeable future. Their continued presence impacts severely on trade and the entire region is performing well below its economic potential. Many Palestinians have been left with a sense of despair, which can only encourage extremism.

A.
MEASURES TO UNDERPIN THE ROAD MAP: DECLARATION OF AN END-GAME

It is imperative that the world be given a clearer idea of where the Middle East Peace Process is going. It is necessary to demonstrate what the Middle East will look like once there is regional peace. Since no other power is likely to act decisively until the outcome of the Israeli withdrawal from Gaza has been assessed, action should be initiated by the Arab states.
Open discussion on the future is essential.  Discussions should take place on post peace process architecture to investigate a vision of the Middle East after peace and determine how Israel can interact in a secure region.  Therefore:

1. In the text of the Beirut Initiative the Arab World states what is required from Israel in order to enable the normalization of relations.  Israel has not yet responded in a constructive way.  The Arab World would ask the State of Israel to declare its position and specify what Israel can offer the Arab World in return for the full normalization of relations. The State of Israel must also set out clearly its position regarding the refugee issue.
2. The Arab states of the Middle East should explain what is meant by the normalization of relations with Israel. This explanation should include a statement of the nature of such guarantees as might be given for Israel’s security in the context of reciprocal security guarantees from Israel with regard to the demilitarized Palestinian areas.  Once this vision is articulated there will be more hope of laying the framework for immediate peace.  This matter should be addressed with some urgency.  Israel needs to be seen as a ‘natural’ part of the region.  This means:
· The establishment of diplomatic relations at ambassadorial level
· The free movement of peoples and trade across borders as might pertain in a situation in which states live in harmony and rapprochement
· Academic cooperation, including the transfer of science and technology
· The establishment of a process to end media incitement.

3. Members of the League of Arab States cannot convincingly explain what they see as their long term relationship with Israel so long as they do not enjoy normal international relationships among themselves.  The members of the League of Arab States should commit themselves to a full exchange of diplomatic representation between each other. It is particularly important that diplomatic relations are normalized between The Syrian Arab Republic, the State of Lebanon, and the Palestinian Authority.  
4. Both Israel and the Arab World should also ensure that they take full responsibility for the pledges they make to each other.  Once implemented, they should no longer be conditional.
B. 
PLACING THE ARAB PEACE INITIATIVE ON THE WORLD STAGE

This working group believes that the Arab states should implement Article 7 of the Arab Peace Initiative forcefully and urgently.  Specifically, they should demonstrate their commitment to gaining support for the Initiative by entering into discussions with the United Nations Security Council, the Government of the United States of America, the Russian Federation, and the European Union (the Quartet).  The support of other Muslim states should be engaged in order to do this.

Placing the Arab Peace Initiative on the world stage will require Arab states to take steps to encourage the U.S. Government to reinforce its prior commitment to the peace process. Specifically, the U.S. Government must recognise the fact that the Abdullah Plan is endorsed in the ‘Roadmap to a Permanent Two-State Solution to the Israeli-Palestinian Conflict.’ The Roadmap states that it is based in part on:

“…the initiative of Saudi Crown Prince Abdullah – endorsed by the Beirut Arab League Summit – calling for acceptance of Israel as a neighbour living in peace and security, in the context of a comprehensive settlement.  This initiative is a vital element of international efforts to promote a comprehensive peace on all tracks, including the Syrian-Israeli and Lebanese-Israeli tracks.”
1. The Arab states should therefore approach the leadership of the U.S. to remind them of the need to make progress with regard to previous commitments made by the U.S. Government in the Road Map.  In particular, attention should be paid to the provisions made for two conferences, under Phases II and III of the Road Map:
· Conference 1: Designed to occur after Palestinian elections, to support Palestinian economic recovery and launch a process leading to the establishment of an independent Palestinian state.  
· Conference 2: Designed to endorse agreement reached on an independent Palestinian state with provisional borders, leading to a permanent status resolution.  
It is the opinion of this working group that all Arab states must participate in these conferences. These conferences must be proceeded with immediately.  This working group believes that the Arab world should demand that both conferences be convened by the Quartet at the earliest possible time.  
2. 
The Arab states should approach the government of the Islamic Republic of Iran to attempt to gain its support for the Arab Peace Initiative. This should be done regardless of recent more hardline statements from members of the Iranian government. Iran is interested in assuming a role in the region.  It is a given that it would enhance Iran's own geopolitical standing were Iran to have such a role.
3. 
The Arab states, Iran and Israel, indeed all nations of the Middle East, have problems with racism and incitement, albeit to differing degrees. In particular all parties should re-double efforts to reduce racist incitement in religious broadcasting as well as more generally in the mass media and in education.  The Foreign Ministry of the State of Israel should be publicly asked by the Palestinian Authority to re-establish the Palestinian / Israeli anti-incitement committee initiated by Ambassador Wolf.  

4. 
Under the terms of any peace agreement the Arab states should indicate their commitment to cease support in any shape or form for groups or individuals dedicated to the removal of the State of Israel.

C.
INVESTMENT TO UNDERPIN A PEACE PROCESS

Arab states need to commit to investment in the region to underpin a peace process.  The Israeli and Arab state economies would all benefit from open and free trade, matching the rich human and capital resources of the Arab world with the Israeli access to outside markets.  

The Qualified Industrial Zones (QIZ) are a case in point.  These geographical zones are designated to produce goods for export to the U.S. The goods are exported tariff free and quota free provided they contain a negotiated percentage of Israeli components in a product (the majority of components being provided by the Arab participant).  In Jordan, the first state to sign a QIZ agreement with Israel and the U.S., these zones have proved to be an unqualified success.  Some 35,000 new jobs were created in the seven years since Jordan began to implement the agreement. Amman has seen its exports to the U.S. surge from USD 12 million to over USD one billion over a similar period.  

Free trade and investment would also lay the groundwork, project by project, for a lasting peace.  Aside from the obvious tangible “peace dividends” of increased employment and rising standards of living, two-way Arab-Israeli trade and investment would yield even more important human benefits.
Just as it is imperative that Israel fulfil the demands placed upon it as laid out in the Road Map, so too, the financial initiatives put forward in this context by the Quartet should be supported by Arab governments.  The Palestinians' pressing needs must be addressed immediately. Reconstruction is only one goal. Instilling hope through the creation of jobs is equally vital at this stage in order to create new facts on the ground. The Arabs and Israelis in conjunction with the US, EU, Canada and Japan have a responsibility to articulate a common economic vision for the region.
1. 
This working group recommends that the Palestinian Authority take more proactive steps to encourage the establishment of Qualified Industrial Zones.
2.
Furthermore, the Arab world should bring their influence to bear on the West to ensure that the State of Israel facilitates the free movement of goods into and out of Gaza. The Arab world should also lobby for international support for the provision of a seaport (to be constructed) and the re-opening of Gaza airport.
3.
Economic development in the region should be guided by at least three fundamental principles:

a) Reconstruction and development involving businesses of all sizes
· Multi-national corporations
· Large national businesses
· Small and medium sized enterprises
b) The importance of intra-regional trade
The desire of Arab states to increase their access to export markets is clear. Alongside this there are efforts to attract foreign investment into the region. Extra-regional trade will be underpinned by intra-regional trade.
· Trading with other firms within the region will allow prospective international investors to enter a wider and more developed market.
· Trading with other firms within the region will allow the exploiting of competitive advantages. Firms from the region will consequently be more competitive when exporting to the global market.
c) The importance of governments, businesses and NGOs working together

To support economic development all agencies must focus on developing the conditions necessary for this type of inclusive trade to flourish by developing the necessary: 

· Legal frameworks

· Financial structures 

· Investment in education and training to foster technical innovation
D. 
ADDRESSING THE STATUS OF JERUSALEM AND THE PALESTINIAN REFUGEE ISSUE
The Jerusalem and refugee issues are key peace process issues, which, once tackled, would make the rest of the process much easier to deal with.  Whilst we recognise that other issues such as borders, settlements and water are equally vital, it is clear that the emotional investment in the issue of Jerusalem and that of Palestinian Refugees is far greater than in other issues. It has been an error of previous initiatives to leave these emotionally charged issues until last.

1. The Status of Jerusalem

Arab states should indicate their willingness to consider other imaginative approaches to the issue of the future of Jerusalem. The issue of Jerusalem has been an intransigent problem.  Now is the time for a sustained and profound effort to bring resolution to this longstanding confrontation.  
One such concept is that of shared sovereignty, i.e. that the Holy City of Jerusalem should serve the states of Israel and Palestine wholly, without division into eastern and western parts, as the capital city for each - One City Two Capitals.  This working group wishes to highlight the One City Two Capitals model as the ideal solution. The model relies on the following:
· An administrative authority for Jerusalem would be established in order to manage the daily affairs of the city and safeguard the interests of the three monotheistic traditions and communities in a peaceful and amicable manner.  
· Both Palestine and Israel would have national assemblies within the re-defined borders of Greater Jerusalem.  
· The preferable system is one in which the problems with vesting sovereignty over Jerusalem in one particular state are reduced by fully vesting de jure sovereignty in both states.
In order to facilitate this, the separate negotiation of de facto and de jure sovereignty issues should be considered:

· DE JURE: Shared sovereignty requires that both nations would each have full de jure sovereignty of the City of Jerusalem in its entirety.  The city would thus be the capital of both Israel and Palestine.

· DE FACTO: Other de facto sovereignty issues such as those of security, and municipality could be addressed differently and separately. Such issues may include, for example, joint Israeli-Palestinian security apparatus, joint Israeli-Palestinian municipal council.  The objective is to create real harmony and coexistence.  Vesting the authority over one aspect in one state or the other would only add to the schism and provide grounds for future disagreements.

The Holy City of Jerusalem must, in its entirety, be a safe haven for its inhabitants, Jews, Christians and Muslims alike, and a beacon of peace and reconciliation from which these communities may re-establish and define their position vis-à-vis the other.  

All parties recognise that the issue of security remains paramount in the eyes of both states.  In addition, the religious significance of Jerusalem can never be minimised.  Jerusalem is a place where the smallest incident at a sensitive site may have immense consequences.
2. Palestinian Refugees

This working group believes that tackling the refugee issue is central to the peace process.  Prevarication on this issue post-Oslo became a source of the deepest misapprehension and a cause of the breakdown of trust between the parties. This working group believes that the Arab World should promote:

· International acceptance of the concept that financial compensation to refugees for their displacement and / or any property they may have lost should be distinct from any right of return. Compensation should not be paid as a price for the surrender of any right of return that a person may have.
· Initiation of a process by the Arab states to extend basic welfare services and civic rights to Palestinian refugees, and bring an end to discrimination vis-à-vis their Palestinian refugee populations.
· Measures to be taken by the Palestinian Liberation Organisation to ensure the representation of refugees at national level.
· A commission to be established under the auspices of the UN with full responsibility for implementing an agreement pertaining to Palestinian refugees.
Whilst recognising the individual right of return for Palestinian refugees this working group wishes to emphasize that politics requires compromise. It therefore offers support to any efforts, whether they might or might not compromise this right, in the search for a just and lasting peace.  
· Work should begin to arrive at a figure for the total number of Palestinian refugees who could reasonably be assimilated by the State of Israel.  Arab States may wish to promote the idea that an independent third party should initiate discussion by recommending such a figure, possibly one of the members of the Quartet.
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