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Overview 
 

Poverty and unemployment are problems that pose challenges to the public and private sectors 

alike, thus affecting the entire population of a country.  There exists a body of literature contesting 

the belief that poverty and unemployment are exclusively governmental problems, as combating 

them requires shared efforts by all sectors.  In the Palestinian case, we have recently seen calls to 

address this chronic dilemma through partnership between the public and private sectors. The 

potential solutions were clearly highlighted at MAS 2016 Economic Conference. The conference 

papers and proposed policies and interventions recommended building partnerships between the 

private and public sectors in job-generating, productive projects. For example, within the policy 

framework for the challenges to economic and social growth, the proposed interventions focused 

on the need to create an environment that can provide job opportunities for unemployed young 

graduates and directly act in areas with high rates of poverty and unemployment through creating a 

special investment fund. Within the framework of developing the business environment, emphasis 

was placed in the MAS Conference on building public-private partnerships and defining areas of 

intervention in job-creation and production projects. Recommendations for interventions that 

would enable the productive sectors focused on increasing agricultural investments as an 

immediate response that can increase employment; building industrial zones; investing in the 

construction of depots and silos for strategic commodities; as well as increasing investment in 

innovation, tourism and technology through a national fund for economic and technological 

development. Finally, as for policy recommendations related to the development of the 

infrastructure and the housing sectors, emphasis was placed on public-private infrastructure 

projects, particularly in the areas of energy and transportation. 

 

These policy recommendations were adopted by all decision-making parties, research centers, 

experts and other participants at the Conference; and they can be considered as an intensive 

summary of what can be undertaken within the concept of partnership and joint public-private 

interventions in Palestine. This consensus is not new, however; several previous dialogues and 

conferences produced general agreement models as well.
1
 The move to resolve the dilemma of 

poverty and unemployment seems deliberate as it coincides with the Palestinian government's 

recent initiative to create a private-public fifty-fifty USD 250 million joint fund that will launch 

and finance high yielding investment projects to contribute to solving the problems of poverty and 

unemployment. This initiative had been reaffirmed by the Prime Minister on different occasions, 

beginning in July 2016 in a meeting between the government and representatives of the private 

sector. According to the Prime Minister, the government is willing to discuss this initiative, lay its 

groundwork and consider the challenges to the private sector in order to help reduce 

unemployment and poverty. 

 

This is an important initiative that merits a careful examination as an example of partnership that is 

amenable to implementation and further development. However, for some private sector 

representatives, the initiative is unclear. On the other hand, the government, for its part, neither 

elaborated the initiative, nor explained its nature and implementation details. Therefore, this 

Roundtable convenes in order to try to do just that. Placing the initiative in the context of the 

deliberations that took place in the MAS 2016 Economic Conference, the following questions 

come to the fore:  

 

1.  Will the fund finance projects on the basis of joint public-private social responsibility? 

2.  Will it launch profitable projects that drive the private sector to join in? 

3.  Will it operate a joint scheme for interest-free lending to small projects where the borrowers 

undertake to repay the loans and according to a specific schedule? 

                                                           
1  Similar conferences were held in 2000, 2002 and 2008, and produced the Private Sector Development Program under the 

supervision of the Ministry of Economy and some international organizations. Other events were also relevant: the third National 

Dialogue Conference in 2012, the National Dialogue meetings in 2013, the fourth National Dialogue Conference in 2014, and 

private-public specialized sessions. The ensuing recommendations and outcomes focused on strengthening the partnership 

between the two sectors. 
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4.  Will it offer loans (with or without interest) to finance specialized production geared-projects 

targeting specific groups within the community? 

5.  Will it sector-specific funding projects in a particular sector? 

 

The answers to these and other questions will be examined at the roundtable discussion.  

The aim of the roundtable is therefore twofold: to give the initiative due attention and examine its 

potential implementation at the central government and local government levels; and clearing up 

the ambiguity surrounding the initiative, which has yet to explore options or details about the 

nature and operation of the fund. The roundtable will thus discuss details of the initiative, 

contribute to the development and clarification of its concept, and offer possible alternatives to this 

partnership.   

 

This background paper first looks at the role of the government and the private sector in the 

investment process. It also examines the likelihood of making contractual arrangements that 

achieve the common objectives, guided by models from other countries and international best 

practices. 

 

An overview of public-private partnership and models from other countries 
We first explain the basic concepts of the topic under discussion (investment and partnership 

between the private and public sectors, as well as their roles and objectives). Public- private sector 

partnership is a wide ranging concept and shouldn’t, therefore, be limited to setting up a specific 

fund. Such a fund could, however, be the harbinger of a broader partnership between the two 

sectors. If it succeeds, the proposed fund may usher a more ubiquitous partnership. 

 

The concept of public and private investment2 is linked to the objectives pursued by each sector. 

Quite relevant are their common objectives, such as increasing the capital production base and 

expanding its capacity to produce goods and services and thereby increasing employment capacity. 

Differences do, however, exist. Public investment finances projects that produce public goods and 

services that can benefit all of the population, through, for example increasing productive capacity, 

providing social services, improving the country's infrastructure, protecting the environment and 

natural resources, and increasing employment. Private sector investment, on the other hand, aims 

in the first place at achieving the greatest possible profits with as little risk as possible within a 

free-market system.  

 

In developed economies, private investment is the main driver of the economy, while public 

investment is retreating from the historical levels it reached when these economies were in the 

initial stages of industrialization and technological development. In developing countries, the 

reverse is true as such countries are still dependent on public sector investments to stimulate and 

lead economic growth as evidenced by the available economic literature produced on these 

countries their budget figures. Therefore, in developed economies, the government intervenes 

more to address market failure through regulation or expenditure (investment or current) and less 

towards creating the market or managing it. This is the classic concept of investment objectives for 

both sectors. 

 

In her book The Entrepreneurial State, as well as in her Article “The Innovative State”, Mariana 

Mazzucato3 says this classical view is inaccurate. She argues that the public sector also has a role 

as a major driver in the economies of developed countries, which is evident in many major states 

that financed infrastructure, sponsored technology incubators and spent billions of dollars on 

applied scientific research as well as innovation research for small and large businesses. When 

they were only startups, Microsoft Corporation and Apple, in the Silicon Valley, received grants 

from public academic agencies. The government, thus, must intervene not only in the case of 

market failure. The role of the government transcends regulating and reforming markets to 

                                                           
2  The public sector comprises the government, local government units and state agencies.  
3  Professor of Economics at the University of Sussex, UK.  
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stimulating innovation and creating an investment environment and spending on it from public 

funds. This has created new markets and eliminated/reduced risks that threatened the private 

sector. This adequately guarantees and stimulates private sector investment. 

 

Possible PPP and best practices in international experience 
The partnership between the public and private sectors should not be restricted to a particular 

aspect and it  may range from the very specific,  where the private sector is given a role in 

providing part of the public goods instead of the public sector, to participation in management and 

decision-making, to managing public goods and services (privatization). In the latter case, the 

partnership is dissolved and the role of the government becomes only regulatory. However, this is 

not what the Roundtable meting endeavors to achieve.. Rather, the aim is to explore contractual 

arrangements between the two sectors in specific job-creating production geared-projects as an 

addition to the existing investments in the country, based primarily on the roles and responsibilities 

of each party. The fund, due to its size and its focus on production geared-projects, is only a first 

step for a broader partnership. 

 

Experiences of other countries4 suggest that to succeed, a partnership should be based on three 

elements: agreement on the priority projects that serve the envisioned goal; agreement on funding; 

and agreement on management. The government can delegate most of the responsibilities to the 

private sector and maintain the regulatory part as required  by the law, while being entitled to 

participate in decision-making by virtue of being a co-owner and a member in the Board of 

Directors. Related literature suggests that infrastructure projects in various countries are prime 

candidates for partnership investment, while health care and education projects come second. In 

most of these partnerships, the government bears the cost of spending on non-construction and 

other services, whereas the private sector bears the cost of financing the projects, as well as sharing 

in the risk (such as the construction of a toll highway). All this is done in accordance with 

regulatory and legal frameworks, long-term contracts, and privileges granted by the government to 

the private sector. The partnership may be in the form of concession, lease or operating contracts. 

 

Many countries have considered setting up private-public joint funds. Some have been 

implemented under long-term contracts; others– such as the joint ventures in Peru, Norway, India, 

Singapore and Chile– have been established under specific regulations developed for partnership 

purposes. Norway, for example, has linked the joint fund to the House of Representatives; and 

Peru and Chile have enacted Joint Investment Acts which stated that the risk and sustainability of 

the project are the responsibility of the government. The Peruvian private and public sector created 

a fifty-fifty USD 200 million mutual fund for the Peruvian Airport; and when an additional USD 

100 million was needed, it was provided by the government. 

 

The Jordanian experience with joint funds was discussed in a special meeting held by Al-Rai 

Center for Studies. The meeting aimed at laying the principles and defining the objectives of a 

joint fund for job-creating production geared-projects (the fund was set up following an instruction 

by King Abdullah II of Jordan). The meeting suggested creating an independent profit fund 

managed by an independent body and implemented by professionals within a structural framework 

to be agreed upon, provided that a special law or memorandum of understanding is in place to 

ensure that the fund is independent of the government and the private sector. The fund is rather the 

property of an independent legal entity run in accordance with international best practices reported 

in India, Singapore and Latin America. The Jordanian government will provide the minimum 

amount needed for creating the fund, and in return the government will be a member in the Boards 

of Directors of implementing bodies, but not involved in executive management. According to the 

consensus reached in that meeting, the Jordanian government bears a large part of the risks, and it 

should ensure the sustainability of the fund through expanding it and attracting new investments. 

Private businesses, especially the banking sector and the social security institution, should have 

                                                           
4  A study by the International Monetary Fund titled "Public investment and public-private partnership" (2007) on 8 countries in the 

world. 
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significant contributions in the fund, which might create a sub-fund to support the projects run by 

the poor segments.  

 

Terms of implementation and best practices 

Different models for partnerships have been used worldwide. Below, we summarize the 

recommended methods/cases5 where partnership is a viable option if one or more of these 

conditions/elements/cases are available: 

 

1. Services and projects– which are not within the constitutional responsibilities of the 

government and do not infringe on the basic rights of the citizens– cannot be provided through 

public financial resources or government expertise alone. 

- The private partner can better speed up implementation of projects and enhance the quality 

of services compared to what the government can provide on its own. 

- Partnerships are possible when the law does not prohibit partnering with the private sector 

in service delivery or project implementation. 

- Partnership may create opportunities that will lead to increased employment and 

production and thus economic growth. 

 

2. The scope and form of the partnership depend on the contract and its conditions. The 

following are the generally accepted best practices to be followed in implementing 

partnerships: 

- The nature of the contract and the extent of harmony, clarity and transparency between the 

two sectors, as well as agreeing on the implementation strategy; 

- Policies and regulations in place to facilitate the partnership process within a regulatory 

framework; 

- Selecting highly-feasible, development-based projects; 

- Agreeing on specific criteria for projects, such as increasing productivity and employment; 

- Agreeing on the project management plan, particularly a steering committee. 

 

Bottom line, a mutual fund is complementary to public and private investments in the country, and 

it supports integration between the public and private sectors. The contribution of the government 

and its intervention in joint investment often stimulate the private sector’s investment. Even when 

the gains accrue to the private sector and the government bears the risks, part of these gains will 

accrue to the government in the form of taxes, in addition to the social return generated by 

increased employment.   

 

The case in Palestine 
The Palestinian economy belongs to the category of developing economies, albeit  with little 

government control. It is thus considered a free market economy where the private sector is the 

main player in the investment process. However, this is not the case, as whether it is a free market 

system is not often measured by the size of the private sector investments compared with those of 

the public sector, since a good part of the projects related to the provision of health and education 

services as well as public goods and infrastructure projects is mainly covered by public funds 

(from the treasury)– which is also the case in other countries. However, the PA’s investment 

projects- aiming at stimulating and framing commercial and productive investments- are still 

inconsequential or in their early stages, except for the investments by the Palestine Investment 

Fund. Indeed, the public sector has yet to invest in commercial projects. The PA has adopted the 

free market system, and its economic policy depends on a leading role by the private sector, while 

the general budget seeks to provide for the welfare of the population despite the limited resources 

available. The question is whether it is possible to build investments and joint projects within a 

private-public USD 250 million joint fund, with the two sectors having different goals and roles. 

 

 

                                                           
5  Akitoby, Hemming and Schwartz. International Monetary Fund: "Public Investment and Public - Private Partnerships". 2007 
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The private sector’s perspective 
Interviews with Palestinian private sector representatives confirmed their readiness to join such an 

effort. Some even said they would double their contribution to the fund. This however – they 

contend -  must be based on a well-defined vision, with privileges that attract the private sector. 

The private sector’s problem is not liquidity, but rather facilities and guarantees. Therefore, the 

proposed fund must be built on some important pillars: 

 

- The fund should be established by a law, not by a government regulation. 

- This fund should be given special incentives under the Investment Promotion Law. 

- The guarantees and protection mechanisms should be determined by a well-defined regulatory 

framework. 

- The fund may be expanded and later internationalized. 

- The fund should be built in accordance to good governance principles, and it should enjoy full 

independence. 

- The role of the government and the objectives of the fund should be defined in a clear way. 

The areas of investment should be stated explicitly, with items explaining whether the fund 

will be focusing on small and medium enterprises or large projects.  

 

The Government perspective 

The government’s view of the interventions proposed at MAS Conference was positive. The public 

sector representatives pointed out then that addressing the problems of unemployment and poverty 

is central to the Palestinian decision-making. The government’s position is quite clear and its 

initiative was a step forward. While the government is ready to make the required interventions in 

all areas that serve economic development, it still needs to provide further details about how it 

envisages the fund. 

 

The Palestinian government is aware of the importance of the national economic partnership and 

the wide range of areas that could benefit from a joint investment initiative. The National Policy 

Agenda 2017-2022 sets forth in its sixth set of priorities (Achievement of Economic 

Independence) and seventh set (Social Justice) many policies and interventions to ensure economic 

development and growth. Some of these policies may be considered as specific objectives for the 

proposed fund: “rebuilding and developing the productive base of the Palestinian economy "; 

“improving exports and expanding global trade "; “designing and implementing vital infrastructure 

projects "; “speeding up the creation of permanent employment opportunities through public-

private investment partnerships"; “launching  entrepreneurial projects for university graduates "; 

and other necessary interventions. 

 

The fund’s proposed and possible areas of operation  
The joint fund proposal by the Prime Minister is very close to the idea of creating a "national fund 

for economic and technological development", which was one of the priority intervention proposed 

by the private sector within the MAS Conference policy recommendations. All these ideas are 

urgent interventions that contribute to economic development and reduce poverty and 

unemployment rates- a responsibility of the public sector and private sector institutions, 

particularly The Palestine Private Sector Coordination Council6.   

 

The possible areas of operation are numerous, as demonstrated by the recommendations that 

concluded MAS Conference. Partnership and cooperation options are also open and particularly 

made possible after introducing the foregoing ideas and initiatives. The most germane areas/ 

options are: 

                                                           
6  Palestine Private Sector Coordination Council comprises the Palestinian Federation of Businessmen Associations, Palestine Trade 

Center- PalTrade, the Union of Chambers of Commerce & Industry, the General Federation of Palestinian Industries, the 

Association of Banks, Palestinian Information Technology Association- PITA, the Arab Hotels Association, the Union of 

Insurance Companies, the Palestinian Contractors Union, the Palestinian Shippers' Council and the Business Women's Forum. The 

secretariat is transferred every six months to one of the four main institutions: the Palestinian Federation of Businessmen 

Associations, Palestine Trade Center, the Union of Chambers of Commerce & Industry and the General Federation of Palestinian 

Industries. 
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- Small and medium-sized enterprises, the largest employer in the Palestinian economy: These 

enterprises face financing and marketing problems. Laws that regulate and protect their 

business are needed.  Once the sectors of production, projects that can be expanded and 

emerging industries that need support are identified, SMEs will need cheap medium and long-

term loans;   

- Investment in entrepreneurial and innovation projects that need soft loans with subsidized 

interests or nominal rates that cover the cost of the loan; 

- Entering into property partnerships with existing projects and gaining revenues through giving 

loans, recovering them and recycling them for new projects; 

- Willingness to support new high-productivity small and medium-sized enterprises: The public 

sector invites bids from the private sector to implement such projects. The fund supports these 

projects either through equity participation or through medium- or long-term lending with 

interest subsidy. 

- Launching medium-sized projects through tenders and interest-free medium-sized loans.  

- Considering relatively large projects, with a capital not exceeding USD 10 million, to invest in 

building new industrial zones or expanding the existing ones. 

- Building energy projects and cooperating with municipalities in the construction of small 

power stations serving specific areas. 

- Desalination and wastewater treatment projects that can be started through small stations 

serving specific areas. 

- Housing projects for people with low and middle income through soft loans, which also 

creates many jobs for a large number of the unemployed. 

- Investment in agricultural surplus through building drying factories or freezing agricultural 

products; refrigeration rooms are also needed to keep fresh agricultural products and supply 

them to markets on demand. 

- Establishing cooperatives for high-demand products, which creates new job opportunities for 

farmers, especially in the olive sector; and creating multi-purpose maintenance centers for 

technicians and skilled workers in the form of a single cluster and within a one-stop service 

center.  

 

It is important to immediately take the necessary steps to set up the proposed fund and develop the 

legal and regulatory framework for turning these innovative ideas into actionable steps. The fund’s 

method of work and structure will be defined by a system that is mutually agreed upon by all 

parties. 

 

Questions for discussion 

Since the door is wide open on this subject, and both the private sector and the public sector are 

willing to take actionable steps and are aware of the need to reduce poverty and unemployment, 

some questions need answers before moving forward towards setting up a joint fund: 

 

1.  Will the private sector be ready to join the proposed fund should the government provide the 

required clarifications of its initiative? 

2.  What is the scope of the proposed fund from the government's point of view? Will the 

government take risks and provide the needed facilities? 

3. If the private sector is still skeptical about the guarantees and the investment environment, is it 

ready to expand the scope of the fund and increase its size should guarantees be provided? 

4.  What is the private sector’s attitude toward the idea of a National Fund for Economic and 

Technological Development and the government's initiative? 

5.  Is it possible and productive for the government to set up a USD 125 million fund if the 

private sector refrains from joining? 

6.  Does the private sector have a positive attitude toward the direct engagement of the public 

sector in economic activity through such a fund? Will the private sector see this as an 

opportunity to benefit from the regulatory system and facilities that will be provided for this 

purpose? 


