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Introduction

The January 2006 Palestinian elections were expected to stabilize highly negative domestic
dynamics and bring Israelis and Palestinians back to the negotiating table. Instead, Hamas,
the Islamist group, won 44% of the national vote and 56% of the seats of the Palestinian
Legislative Council (PLC) to the nationalist Fatah’s 41% of the national vote but only 36% of
the seats. One of the immediate consequences of the elections has been further deterioration
in internal Palestinian conditions and the collapse of any hopes for immediate resumption of
Palestinian-Israeli negotiations. Concern grew over the potential for major internal violence
and for a resumption of open warfare between Palestinians and Israelis. Indeed, the year
2006 witnessed a significant increase in Israeli-Palestinian violence despite the agreement in
December on a cease-fire in the Gaza Strip. Similarly, intra-Palestinian violence threatened
to escalate into civil war in the Gaza Strip despite the continued efforts of Fatah and Hamas
to put together a national unity government. While these efforts seem to have failed in

2006, leading Palestinian President Mahmud Abbas to threaten in mid-December to hold
early elections, it remains unclear what impact a national unity government would have on
domestic conditions or on the chances for a resumption of the peace process.

Have Palestinian domestic developments in 2006 shattered the chances of reviving the
stagnated political process between Israelis and Palestinians? Will the formation of a
Palestinian national unity government make any difference, or will the logic of domestic
rivalry and the dynamics of violent escalation prevail, leading to the collapse of the Palestinian
Authority (PA), civil war, and the end of the peace process? Is there room in this environment
for possible Palestinian-Israeli stabilization—or even for an agreement that might restore
some confidence in the peace process?

In trying to answer these questions, this paper will also seek to explore other issues. Was it
a mistake for the Palestinians to proceed to elections without first putting an end to violence
and anarchy? What went wrong and led to Hamas’s electoral victory? Why was the policy of
isolating Hamas adopted by the U.S. and the international community, and has that policy
succeeded? What factors make internal Palestinian violence and a wider Israeli-Palestinian
confrontation more likely? Which might lead to internal unity and Palestinian-Tsraeli
stabilization?

This paper gives primacy to domestic developments in explaining possible future directions
in Palestinian-Israeli relations. It particular, it examines the impact of Palestinian domestic
developments on the various possible options with respect to the peace process. Among these
are an agreement on an extended cessation of violence, a negotiated Israeli “disengagement”

in the West Bank, the establishment of a Palestinian state with no provision for an “end of
conflict,” and a permanent peace including agreement on an “end of conflict.” Needless to say,
however, even if domestic Palestinian conditions were to become ideal, developments in Israel
alone could prevent any conceivable progress.

Background

Two vital needs have shaped Palestinian politics during the last thirteen years since the
establishment of the PA: ending the Israeli occupation that began in 1967, and building a
sovereign state based on the principles of good governance. Four events shaped, and in turn
were shaped by, Palestinian domestic outcomes during those years: the Oslo peace process,
which began in 1993; the second intifada, which began in September 2000; the passing of
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Yassir Arafat in November 2004; and the Israeli disengagement from Gaza in September
2005. For Palestinians, Oslo promised the gradual end of occupation and the launching of

a state-building process. Owing to Oslo’s open-ended nature, however, its postponement

of the resolution of the most important dimensions of the conflict, the ultimate emphasis it
placed on short-term security requirements, and the PLO’s own authoritarian legacy, the Oslo
process failed to deliver either of these two vital needs. Some Palestinian groups continued to
perpetuate violence against Israelis, and Israel consolidated its occupation by doubling the
size of its settlement enterprise within seven years after the launching of the Oslo process.
Gradually, the Palestinian public came to perceive the PA, created by the Oslo process, as
authoritarian and corrupt. In the eyes of the Palestinians, the collapse of the Camp David
permanent status talks in the fall of 2000 ended the Oslo era.

From a Palestinian perspective, the second intifada, which erupted only two months after the
failed Camp David negotiations, aimed at addressing some of the shortcomings of the Oslo
process. The results were dismal, however. The intifada and the Israeli response to it generated
great Palestinian pain and suffering. This increased threat perception of the Palestinian

public and lead to a dramatic rise in public demand for violence against Israelis. For the
Palestinian economy, the intifada had nothing but devastating consequences, increasing the
level of poverty in Palestinian society to more than 50%. The intifada also engendered greater
fragmentation within the ruling party, Fatah, the largest faction in the Palestinian national
movement. This fragmentation was accompanied by the rise of Hamas, an Islamist faction
strongly opposed to the Oslo peace process and to permanent peace with Israel.?

Fatah’s fragmentation and the rise of Hamas contributed greatly to the collapse of law and
order in areas controlled by the PA. The PA’s ability to deliver badly needed basic social and
economic services was negatively affected. A few years into the intifada, the whole political
order began to lose its legitimacy and was on the verge of collapse.

The psychological environment of the Palestinians was dominated by deep pessimism about
the future of the peace process, with most believing that the future would continue to see
violence, with no hope of a return to negotiations. Support for violence continued to rise, with
more than two-thirds of Palestinians in the West Bank, Gaza, and East Jerusalem believing
that violence paid, and that it was contributing to achieving national rights in ways that
negotiations could not.?

With the PA gradually losing control over events; internal division, anarchy and lawlessness
prevailing; and violence dominating Palestinian-Israeli relations, the peace process was
virtually suspended. Beginning in the second half of 2002, PA efforts, encouraged and
supported by the international community and by the launching of the Road Map (by the
United States, in cooperation with Russia, the European Union, and the UN—the so-called
Quartet), have been focused on four goals: (1) regaining PA control of the street and asserting
its monopoly of force; (2) reforming and strengthening public institutions and opening the
political system to greater and more inclusive participation; (3) reducing or eliminating
violence directed at Israelis; and (4) returning to negotiations with Israel, with the goal of
implementing the Road Map and entering permanent status talks.*

But until the death of Yassir Arafat in November 2004, little progress was made in achieving
these goals. With Arafat out of the way, progress became possible. The passing of the PA
president affected the Palestinian domestic environment in ways that significantly altered the
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dynamics unleashed by the intifada. Five particular changes had direct implications for
the peace process: The political system became more open; optimism regarding the future
increased; economic conditions improved; public willingness to accept compromise in a
political settlement with Israel increased; and the order of Palestinian priorities changed.

The opening up of the political system after Arafat’s death allowed the integration of
Hamas into the political process and facilitated the holding of local elections beginning
in December 2004, followed by presidential elections in January 2005. In March 2005, a
nationalist-Islamist agreement brokered by Egypt and known as the Cairo Declaration’
was reached. In return for the nationalists agreeing to hold parliamentary elections, in
which Hamas would take part, in 2005 (later postponed to January 2006); adopting a
new electoral system; and inviting Hamas to join the PLO, Hamas agreed to a cease-fire.
The holding of elections in January 2006 should be seen as the culmination of two
processes. The first was the gradual weakening of the formal political center in the
Palestinian political system—the PA and its formal pubic institutions—and the
emergence of informal but powerful rival centers: both nationalist, such as Fatah’s al-Agsa
Brigades, and Islamist, such as Hamas and its armed wing, the al-Qassam Brigades. These
forces took the initiative when the formal center became paralyzed and thus could not or
would not do so. By their suicide attacks against Israelis and their total disregard for law
and order in PA-controlled areas, they not only dictated the agenda for the Palestinians,
but also for Israel and the U.S.

The second was the gradual opening of the Palestinian political system to wider
participation in the post-Arafat period. With Arafat out of the picture, the new
nationalist leadership under the newly elected president, Mahmud Abbas, sought to gain
approval from all groups in the hope of avoiding infighting while trying to put in place a
tentative cease-fire with the Israelis.

This analysis makes clear that the holding of elections in January 2006 was not a matter
of choice; it was the only possible way to prevent the formal political center in the
Palestinian political system from utterly collapsing. The elections aimed at strengthening
that center by according it popular legitimacy, in the hope that such legitimacy

would enable it to acquire the necessary political will to act internally in a decisive

and forceful manner so as to restore law and order and assert its monopoly of force.

The required trade-off—in which the nationalist Fatah, headed by the newly elected
president, Mahmud Abbas, agreed to Hamas’s participation in the elections in return for
Hamas’s cessation of violence against Israelis—was intended to facilitate the holding

of Palestinian-Israeli negotiations. Fatah and Abbas hoped that the success of these
negotiations would help empower the president and ensure an electoral victory for Fatah
in the elections.

Fatah and Abbas were also encouraged by the great optimism that prevailed at the time.®
With increasing confidence in the future, support for violence dropped significantly; the
popularity of Fatah increased and that of Hamas decreased. This was accompanied by a
reduction in the level of unemployment in the West Bank—by 10% in the first six months
of 2005—and a dramatic rise in the value of shares in the Palestinian stock market,
reflecting the business community’s confidence in the future of the Palestinian economy.
Indeed, according the World Bank, the real GDP growth of the Palestinian areas reached
8-9 percent in 2005.”
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These positive changes led to similar changes in public attitudes regarding a possible
compromise with Israel. For the first time since the beginning of the peace process in the
mid-1990s, a majority of Palestinians indicated in December 2004 a willingness to support a
package deal on permanent status that was similar to the agreements outlined in the Clinton
Parameters of December 2000, the Taba talks of January 2001, and the Geneva Document of
November 2003. (At the time, a majority of Israelis supported an identical package deal.) One
reason for this change was a change in the order of priorities of the Palestinian public. Instead
of focusing on the end of occupation, more attention was now being paid to economic and
state-building issues. Alleviating poverty and unemployment and fighting corruption had
become high-priority concerns.®

While highly significant, these positive changes remained fragile and highly dependent on

the performance of Fatah and Abbas and on short-term progress in the peace process. Indeed,
by the end of 2005, Fatah’s fragmentation had become worse. Abbas was much weaker than
Arafat in dealing with the frictions and rivalries between Fatah’s “old guard” and “young
guard.” Fatah’s “young guard” remained leaderless, with their most senior leader, Marwan
Barghouti, in prison in Israel. Despite tremendous public demand for the enforcement of law
and order and for fighting corruption in the PA, Abbas was unable to take the initiative in any
significant way, leading to further anarchy and to a growing public perception that the PA
under Fatah had become incurably corrupt.

Moreover, with Arafat out of the picture and the political system now open to its involvement,
Hamas capitalized on the opportunity to translate its popularity in the Palestinian street

into formal political power by agreeing to participate in local and national elections and to be
integrated, under certain conditions into the PLO. Capitalizing on the perceived corruption
and the lack of law and order, Hamas sought to control the political system from within by
replacing Fatah as the ruling party. Widespread public belief that Israeli disengagement from
Gaza had constituted a victory for violence served Hamas’s interests well, as the public gave it
credit for forcing the Israelis out of Gaza “under fire.”

Hamas’s rise did not result from some sudden shift in Palestinian political opinion but was,
rather, the culmination of a decade-long process of alienation, both from Israel and from a
Fatah leadership that had failed to deliver results in every sphere. Yet, Hamas’s ability to win
more support than Fatah was also influenced by developments that took place in the last few
months before the elections. These included the failure of the PA to “control the narrative”
regarding Israel’s disengagement and/or to ensure that it could transform Gaza into a
prospering entity rather than, in effect, a big jail. Within 12 months, between December 2004
and December 2005, Hamas’s popularity increased by 55%.°

The rise of Hamas throughout 2005, coupled with Fatah’s failure to deal with its
fragmentation and with PA corruption, dealt a severe blow to Abbas’s efforts to take
advantage of the cease-fire in order to formulate a national security policy and to effectively
engage Israel and the U.S. Neither Israel nor the U.S. was interested in serious engagement
with a leader who had failed to take charge of the PA. The peace process remained stagnated
throughout 2005. Abbas’s gamble—linking Hamas’s participation in PA elections to a cease-
fire—proved to have been an error, but it was too late to be undone. A retreat from the March
2005 deal with Hamas by canceling elections would have resulted in a civil war.
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Domestic Changes since Hamas’s Victory

Hamas’s electoral victory was immediately followed by a Quartet statement conditioning
recognition of a Hamas government and continued financial support to the PA government on
Hamas’s meeting three requirements: recognition of Israel, acceptance of previous agreements
signed by the PA and the PLO, and renunciation of violence. Hamas was quick to reject all
three. Once a Hamas government was in place, Israel stopped all revenue transfers to the PA.

Since the creation of the PA, Israel had transferred to it revenues it collected on its behalf
from Palestinians at Israeli ports and other points of entry. With the Israeli decision to stop
such transfers, the PA lost 60% of its domestic revenues, about $55 million per month. Fatah,
now in the opposition, refused to join a coalition with Hamas unless the latter agreed to come
unconditionally under the PLO umbrella and to accept all previous PLO obligations under
agreements with Israel. Lacking international or Israeli engagement, suffering from financial
sanctions as well as diplomatic isolation, and with Fatah playing the role of the domestic
opposition, the Hamas government was unable to govern effectively or to deliver many of the
basic social services that the public had come to expect.

The international financial sanctions and diplomatic boycott imposed on the Palestinian
government were aimed at moderating Hamas’s positions; failing that, it was hoped that
Hamas’s failure to govern or deliver services would turn Palestinians against it. Fatah hoped
to be the beneficiary of such a development, believing that it would regain its lost popularity
once the public became disillusioned with Hamas. In such a case, it was thought that the PA
president, frustrated with Hamas, would call for new elections that Fatah would win.

Thus, while the political system had become more inclusive than ever, it also became highly
dysfunctional as well as divisive. Conditions on the ground deteriorated almost immediately,
as Fatah did not take defeat easily. Fatah-Hamas tensions were expressed in a significant
deterioration of law and order, and incidences of open violence between the two groups led
to dozens of deaths, particularly in the Gaza Strip. In September 2006, with Fatah support,
the public sector, which had hardly been paid since March, went on strike. The Hamas
government established a new security service, the Executive Force, under the direct control
of the minister of interior. Tensions between the new force and the regular security services,
most of which are under the control of the PA president, led to additional armed clashes and
deaths.

With Hamas refusing to meet the conditions of the international community and the
situation on the ground continuing to deteriorate, the public grew impatient and dissatisfied
with Hamas’s performance. A survey conducted by the Palestinian Center for Policy and
Survey Research (PSR) in September 2006 found that 69% of the public disapproved of the
performance of Hamas in the economic realm, while 54% expressed overall dissatisfaction
with the Hamas government. Most importantly, however, as most people did not blame
Hamas for its poor performance, the survey showed no reduction in the level of support for
Hamas if new elections were held.”

The public’s unhappiness did lead a majority to support the formation of a national unity
government that was not under the full control of Hamas—with the largest percentage
supporting the formation of a government in which Hamas and Fatah would share power
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equally. Yet Fatah did not benefit from Hamas’s poor performance, and its popularity
remained essentially unchanged since the elections of January 2006.

Equally significantly, the survey found that two-thirds of the public did not believe that
Hamas should recognize Israel, as required by the international donor community." If new
elections were held then (in September 2006), the survey found, Fatah would win 41% of the
national vote, Hamas 38%, and third parties 8%; 12% of potential voters were undecided. In
the January 2006 elections, none of the undecided vote went to Fatah; instead, most went to
Hamas and the rest to third parties. Assuming this remained the case, this means that if new
elections had been held in late 2006 the outcome would have been identical to that of the
elections held in January.

One reason for Fatah’s inability to attract voters is its failure to put its own house in order.
The fragmentation that characterized Fatah during the last six years—and was responsible for
its loss, in the last elections, of some 16 seats in the electoral districts, where a “winner takes
all” system was used—remains a major impediment to its return to power.

Two problems impede Fatah’s ability to unify its ranks today. The first is the division between
its “old guard,” led by Mahmud Abbas and other “founding fathers” of the national movement,
who lived most of their lives in exile, and the “young guard” led by Marwan Barghouti, who
currently is serving a life sentence in an Israeli prison. The “young guard” considers the “old
guard” corrupt and inept and blames it for Fatah’s defeat in the elections. It wants Abbas to
play the role of a transitional leader and to help transfer power in the party to it. The “old
guard,” however, has little or no respect for the ability of the young guard to lead the party

or to successfully manage relations with Israel and the international community. Further
undermining the unity of Fatah is the lack of leadership within the “young guard”—which,
despite the popularity and respect enjoyed by Barghouti, remains fragmented, based on
geographic and sociopolitical lines and loyalties.”

Hamas’s victory added to Fatah’s divisions, with most of the “young guard” supporting the
acceptance of Hamas’s victory and calling for a coalition with it. These “inclusionists” are led
by Marwan Barghouti, who initiated the Prisoners’ Document, later modified and renamed
National Conciliation Document.”* They publicly sought to forge a broad coalition with
Hamas: a coalition that, they believed, would build stronger and less corrupt state institutions
while presenting the Israelis with a credible negotiating partner—one that would be more
effective in stopping the violence as Israel ended its occupation of more Palestinian territory
and allowed the establishment of a sovereign Palestinian state.

The Prisoners’ Document was a genuine attempt by the “inclusionists” to help Hamas become
more moderate, so that a coalition would become possible. Fatah’s “old guard,” on the other
hand, wanted to exclude Hamas from the political process, by ensuring its failure. These
“exclusionists,” such as Ahmad Qurai, Nabil Amr, Azzam al Ahmad, and al-Tayyib Abdul
Rahim, sought to isolate and discredit Hamas immediately after its victory in the elections,
hoping that its failure to govern would allow Fatah to regain the power it had lost through the
electoral process. President Abbas, whose ability to govern depended on Hamas’s cooperation,
sided with the “inclusionists,” thus opening the door for a possible national unity government.

Hamas, meanwhile, was undergoing a similar process. Its unexpected victory caught the
Islamist movement by surprise. Its more moderate leaders—such as Abdul Khaliq al-Natche,
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who signed the Prisoners’ Document on behalf of Hamas prisoners, and most of the elected
figures in the West Bank and the Gaza Strip, including the prime minister, Ismail Hanieh—
saw in the election victory an opportunity for state-building, with a focus on eradicating
corruption and building state institutions. To make that possible, they were willing to
moderate their views by accepting the PLO umbrella, supporting the establishment of a
Palestinian state in the West Bank and Gaza Strip, and restricting violence against Israelis to
the occupied territories, in exchange for Arab and international “legitimacy.”

Yet the more hard-line leaders, such as Khalid Mishaal, the head of Hamas’s Political Bureau,
and Mahmud al-Zahhar, Hamas’s minister of foreign affairs, who viewed the original
Prisoners’ Document as a sellout and a betrayal of the Hamas constituency, saw in the election
outcome an opportunity to consolidate the gains made in the Israeli disengagement by using
the same violent methods that in their view had proved successful in driving the Israelis out of
the Gaza Strip.

Both Fatah and Hamas have reason to be concerned. Their relationship has deteriorated
considerably during the last nine months, and the threat of civil strife hangs over their heads
even as they try to negotiate the formation of a joint governing coalition. If civil war erupts, it
will not be restricted to the Gaza Strip. Despite the fact that Hamas is strong in the Gaza Strip
and weak in the West Bank, violence could easily spread into cities like Nablus, Jenin, and
Hebron.

The trigger for this violence could be attempts by Abbas to bypass the Parliament and the
cabinet. One way he might try to do that is by empowering the presidency beyond the

limits set by the Palestinian Constitution or Basic Law, by chipping away at the powers and
responsibilities of the cabinet. Another is by acting in his capacity as chairman of the PLO
Executive Committee to assert supremacy over the formal institutions of the Palestinian
Authority. Such efforts might take several forms. Abbas might dismiss the cabinet and appoint
a new prime minister, leading to paralysis when the Parliament refuses to grant the new
cabinet a vote of confidence. Or he might declare a state of emergency and form an emergency
government that he might not bring before the Parliament for approval. He might also seek to
dismiss the Parliament altogether and call for new elections.

Indeed, in mid-December 2006, Abbas announced his intention to call early elections in the
near future if efforts to form a national unity government failed. The declaration triggered
more armed clashes between Fatah and Hamas, leading to dozens of dead and wounded in the
Gaza Strip.

While some of the steps Abbas could take—such as the dismissal of the prime minister or the
declaration of a state of emergency—might be constitutional, the Palestinian public would
most likely view them as attempts to subvert the outcome of the January 2006 elections.
Indeed, the results of PSR’s exit poll conducted on the day of the 2006 legislative elections
clearly show that the public wants the Palestinian system to become more parliamentarian,
with critical decisions placed in the hands of the Parliament and the cabinet, not the
president. Moreover, the overwhelming majority of voters wanted those decisions to remain in
the hands of PA, not PLO, institutions.”

With the public on its side, Hamas will most likely resist—violently if necessary—attempts
by Fatah and the president to usurp power. By deploying its 3,000-man armed Executive
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Force in May 2006, Hamas signaled its determination to protect the constitutional powers of
the cabinet. The few days of confrontation following this initial deployment led to the death of
about a dozen Palestinians, some of them civilian bystanders.

While confident of public support in its struggle for power with the president, Hamas
nevertheless recognizes that it has a problem with the public at large, and even with its own
constituency, with regard to its position on the peace process. In September 2006, according
to a PSR poll, two-thirds of Palestinians, including 51% of Hamas supporters, favored a
political settlement with Israel that would lead to the establishment of two states, in which
Palestinians would recognize Israel as the state for the Jewish people and Israel would
recognize Palestine as the state for the Palestinian people.'® In March 2006, according to an
earlier survey, 59% of Palestinians favored a comprehensive approach to the settlement of the
Israeli-Palestinian conflict, while only 31% favored the phase-by-phase approach advocated
by Hamas. Indeed, an even greater percentage of Hamas supporters (64%) favored the
comprehensive approach, with only 27% favoring the gradual option."”

The March 2006 survey also found the overwhelming majority of Palestinians (82%),
including 81% of Hamas supporters, favoring agreements negotiated with Israel as the
preferred means of solving problems; only 14% favored solving problems unilaterally. In that
survey, 71% of Hamas supporters and 80% of Fatah’s wanted Hamas to negotiate peace with
Israel, a position Hamas publicly rejects. These attitudes compel Hamas to contemplate ways
of meeting its public’s expectations, such as the formation of a national unity government
made up of professionals and technocrats rather than top political leaders, even if the
movement finds it unthinkable at the moment to make a strategic shift in its core policies
regarding the peace process.

Fatah’s recognition of its own failings, along with the constitutional limits that tie Abbas’s
hands in his efforts to weaken Hamas, has compelled it to seriously consider the option

of joining Hamas in a national unity government. Setting aside its initial belief that if left
alone, Hamas would fail in meeting Palestinian expectations, Fatah entered into serious
negotiations with Hamas over the formation of a joint coalition that would enable the lifting
of international diplomatic and financial sanctions. Although these efforts failed in 2006 and
despite Abbas’s threat to call early elections, he continues to view this as the most desirable
option.

Once a national unity government stabilizing domestic conditions on the ground is formed,
Fatah will try to put its own house in order. A consensus prevails today among Fatah’s rank
and file that two things need to happen in order for this to take place. First, President Abbas
needs to build bridges with the “young guard” and to establish a relationship of trust and
personal confidence with Marwan Barghouti. He needs to send signals to the “young guard”
that he does not see its leaders as a threat and that he is willing to work with them.

Second, as part of the transfer of leadership to the young guard, Fatah needs to hold its Sixth
Convention—a convention it is supposed to hold every four years but has failed to hold during
the last 16 years—during which a new leadership has traditionally been elected. Such elections
would also help Fatah get rid of the most corrupt members of its top ranks and to present
itself as honest, and as eager to serve the public.

10
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In order to facilitate Fatah’s task, Israel needs to release Barghouti as part of a large package
of prisoner releases that aims at improving relations with the Palestinians and that helps
empower Abbas and Fatah. With Barghouti out of jail, he can start the difficult task of
unifying the “young guard” under his leadership while cementing his relationship with Abbas.

Israeli-Palestinian Relations after Hamas’s Victory

The current impasse in Palestinian-Tsraeli relations is not the result of the Palestinian and
Israeli publics’ refusal to compromise; on the contrary, the two publics have never been as
willing to compromise as they are today.”® Rather, at the heart of the problem is both sides’
deep-seated suspicion and pessimism with respect to the feasibility and usefulness of bilateral
negotiations.” This aversion to negotiations is pushing the Israelis toward unilateralism and
the Palestinians toward violence. And the two trends are mutually reinforcing.

Instead of boosting forces of moderation among Palestinians, Israeli unilateral disengagement
from the Gaza Strip in September 2005 contributed to a rise in radicalism. Viewed by

the overwhelming majority of Palestinians as a response to Palestinian violence, Israel’s
unilateral withdrawal led to greater appreciation and support for the role of violence among
Palestinians—to the belief that violence pays, and that the Israelis were “running under fire.”
Many Palestinians gave credit to Hamas for ending the occupation of Gaza by force, leading
to a surge in its popularity just before the January elections. In turn, Palestinian violence and
the electoral victory of Hamas—a victory that was unintentionally helped by the Israeli turn
to unilateralism—helped consolidate the Israeli perception that there was no Palestinian
interlocutor.

Unilateralism also robbed Fatah of its greatest advantage over Hamas—its presumed ability to
negotiate an end to Israeli occupation and build a state. Finally, unilateralism reduced public
willingness to compromise, as more and more Palestinians began to ask themselves: Why
compromise, when Israel is willing to end its occupation without extracting any cost from the
Palestinians?

While the war in Lebanon may have reduced Israeli enthusiasm for unilateralism, Israel

has not yet changed its views with respect to whether there is a Palestinian partner for
negotiations. Israel does not view Abbas as effective or as a credible interlocutor, since he

is viewed as lacking the capacity to confront Hamas and to implement any agreements he
might reach with Israel. On the other hand, although Israel views Hamas as a potentially more
credible Palestinian address, it is not willing to negotiate with it, since Hamas refuses to meet
the conditions of the Quartet.

Needless to say, Hamas’s victory has complicated Palestinian-Israeli negotiations: The policy
of isolation and sanctions applied against the Hamas government has not succeeded in
breaking Hamas and forcing it to make a strategic shift. Hamas’s acceptance of the Quartet’s
three conditions would be seen by its core constituency as a deviation from the principles
that have guided the movement since its founding; such a strategic shift, if made suddenly,
could potentially undermine the group’s internal cohesiveness. Hence, Hamas could hardly
undertake such a shift without inviting internal schisms and fragmentation, leading to the
emergence of highly radicalized splinter groups that would no longer view the movement as a
representative of “true Islam.” Thus, avoiding recognition of Israel remains an organizational
imperative for Hamas no less than an ideological commitment.

11
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But important elements in Hamas have been willing to moderate its positions. For example,
whereas Hamas insists that it can only agree to a “hudna”—a truce or armistice with Israel
that would not rule out a return to violence in the future—some of its leaders have not

ruled out conducting negotiations over a permanent peace once a hudna is in place.”*® On the
question of the recognition of Israel, Hamas has consistently denied Israel’s legitimate right to
exist but has not rejected the acceptance of Israel as a reality and a “fact on the ground.” And
even while denying Israel legitimacy, under the conditions of a hudna, Hamas is willing to
allow a Palestinian state to engage in normal relations with the State of Israel. Finally, Hamas
today rejects an agreement that would end the conflict with Israel, as it seeks to keep some
issues on the table, such as the refugees’ Right of Return. Nonetheless, Hamas does not rule
out the possibility that the severity of conflict over these issues might diminish over time.”!

In sum, although Hamas is unwilling to make a strategic shift, it nonetheless has expressed a
willingness to moderate its views and to change its behavior, particularly regarding violence
and normal day-to-day contacts with Israel.”? The group is not a homogeneous one. Moderate
leaders and a more moderate constituency provide the movement with an opportunity to
change.

Yet even the most moderate Hamas leaders find themselves at odds with the negotiating
strategy of President Abbas. While Hamas prefers a partial settlement that leaves issues like
the refugees open to future negotiations, Abbas seeks a comprehensive agreement that ends
the conflict. Hence, while Abbas is strongly opposed to the Road Map’s option of a Palestinian
state with provisional borders, Hamas is not.” This puts Abbas, the man Israel wishes to see
gain power and wants to engage, far from Israel’s own position, which precludes permanent
status negotiations for the time being. Ironically, the position of Hamas, the group Israel refuses
to engage, looks closer to its own. Moreover, while Israel does not want to pay the price of a
permanent settlement now, it demands a much higher price than what Hamas can afford for a
settlement that both see as desirable.

It isolation has not worked and engagement is not pursued, violence becomes the “default
option”—even more so in the aftermath of the war in Lebanon. In light of the Lebanon war,
Israel has become much more wary of the potentially lethal threat represented by Hamas’s
control over the Gaza Strip, let alone the West Bank, given Hamas’s stockpiles of rockets

that could hit Israeli population centers much closer to those areas than were available to
Hezbollah from South Lebanon. This is the reason why the Olmert government has decided to
reevaluate its plan of unilateral “realignment” (withdrawal) in the West Bank.

For Hamas, the lesson of the Lebanon war has been the effectiveness of its locally produced
rockets in creating a strategic balance with Israel. While Hamas will, accordingly, most likely
seek to invest greater resources in its rocket capacity, Israel will probably show much less
tolerance of such a development than it has done up to now. In this case, greater levels of
violence will dominate Isracli-Palestinian relations for some time to come.

Four Options for the Peace Process

Fatah and Hamas are unable, when each acts alone, to deliver either governance or peace.
Only a broad coalition of nationalists and Islamists would make both goals achievable. The
most immediate objective of such a coalition would be the prevention of a slide toward civil
war. To be able to accomplish more—from some stabilization of Palestinian-Israeli relations
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to a permanent peace—this coalition alone will not suffice; Israeli and American engagement
would be essential.

Once a Fatah-Hamas coalition is created, four possible options for organizing Palestinian-
Israeli relations will become possible. Two of these options—an extended cease-fire and a
negotiated Israeli disengagement from most of the West Bank—will immediately open up, and
will not require a strategic shift on the part of either member of the new Palestinian coalition
or a significant change in Israel’s position. The other two options—a Palestinian state in the
West Bank and the Gaza Strip with no “end of conflict” and a permanent peace with an “end

of conflict”—will each require both a strategic shift on the part of Hamas and a significant
change on Israel’s part.

L An Extended Cessation of Violence

An extended cessation of violence would isolate the issue of violence from the larger question
of peacemaking by addressing it separately. Hamas and Fatah might be interested in this
option in order to enable them to put their own houses in order. Working together, the two
would be able “to deliver,” as small groups fall into line. Israel might also find this option
attractive, since it does not require a significant political price in return for a quiet that would
allow it to address the question of Iran. While the Palestinian coalition would be required to
ensure compliance by all groups, Israel would have to reciprocate by observing the cease-fire,
releasing many Palestinian prisoners, and ending the closure regime.**

In December 2006, even in the absence of a national unity government, Fatah and Hamas
agreed to a cease-fire with Israel. The agreement, however, was restricted to the Gaza Strip,
and in the absence of a national unity government, Hamas alone could not enforce the
agreement on other factions, such as Islamic Jihad, that continued to violate it. But even if a
cease-fire was comprehensive and enforceable, this option could not last for long. Within six
months to a year, the two sides would need to move beyond the cease-fire and embrace one
of the other options discussed below. Failure to do so would inevitably lead to the gradual
erosion of the cease-fire and a return to greater levels of violence. Furthermore, stockpiles of
arms produced in Palestinian areas or smuggled into Gaza from Egypt would likely be used
in a new round of violence; Israel would find that it was confronting another Hezbollah on
its border with Gaza. Palestinian rocket production capacity might also be transferred to the
West Bank.

2 A Negotiated “Disengagement” in the West Bank

Under this option, Olmert’s “realignment” plan would become a subject of Palestinian-Tsraeli
negotiations, or at least coordination. Israel would evacuate most settlements in the West
Bank and withdraw its military forces to new lines, close to the separation barrier. Palestinian
control would extend over 80 to 90% of the West Bank, including shared control over the
borders and border crossings with Jordan. An international presence would be deployed at
the crossings along the Jordan River, and perhaps along the entire border between the PA and
Jordan.

If this option could assure Israeli security, the Olmert government might find it ideal. Despite
Israel’s interest in strengthening the PA president, as can be seen in Olmert’s meeting with
Abbas in December 2006, the Israeli government continues to view him as weak, and unable
to deliver on any significant long-term commitments. In a speech at Tel Aviv University, Haim
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Ramon, a former Israeli justice minister and one of the architects of “realignment,” stated
that Abbas “cannot be a negotiating partner since he has no control over the Palestinian
Authority.” But maintaining the status quo, Ramon said, constituted a “de facto annexation
of the West Bank, leading to demands of one man-one vote and the end of the Jewish state
or a pariah state.”” Despite the heavy blow delivered to Israeli unilateralism by the Israel-
Hezbollah war, continued Israeli belief that Abbas is not a viable or long-term partner may
renew Israeli interest in “realignment,” albeit a coordinated one.

While on a de facto basis this option would afford the PA significant additional powers and
responsibilities, the de jure status of the PA would not change. But a de facto state with
provisional borders would emerge only if the arrangement would also allow Palestinian
control over some Jerusalem neighborhoods—where a permanent capital might gradually
emerge—as well as over the international crossings with Jordan. In this case, Palestinians
would unilaterally take steps to assert sovereignty that Israel would not or could not oppose.

Most of the objections to declaring a de jure state would come from Fatah and other
nationalists, who are likely to fear that such arrangements could easily become permanent.
Hamas, on the other hand, might find it beneficial to establish a Palestinian state as soon as
possible, in the hope that such a state—rather than the PLO, over which Hamas has little
or no control—would become the sole decision maker for the Palestinians and that the PLO
would lose its responsibility for negotiating with Israel.

If a realignment were negotiated, Palestinians would likely present two demands as
conditions for their consent: that settlers from evacuated settlements not be relocated to other
settlements in the West Bank, and that the route of the separation barrier be modified so

that it not include Arab neighborhoods in East Jerusalem, Ariel, and the area around Ma’aleh
Adumim (the so-call E-1area).

Two other options, much more ambitious than the previous two, can also be contemplated,
even if they clearly seem much harder to achieve.

3. A Palestinian State with No “End of Conflict”

Under this option, the two sides would have to agree on three issues: first, the final boundaries
of a Palestinian state—even if Israel’s withdrawal to these boundaries was phased in over
several years—including an agreement on a possible territorial swap and on the nature of the
link between the West Bank and the Gaza Strip; second, Israeli withdrawal from the Arab
neighborhoods in East Jerusalem, wherein would be located the capital of the Palestinian
state; and third, the creation of a state with full attributes of sovereignty, including control
over its external borders and over its economic and immigration policies, but with limits on its
arms. A date would be set for final status negotiations in accordance with the Quartet’s Road
Map.

An agreement on final borders would essentially remove nationalist opposition to such an
interim agreement; but Hamas would most likely reject Israel's demand that the Palestinian
state recognize Israel and that there be no future resort to violence to resolve remaining issues
such as refugees. Instead, Hamas would seek public support for its concept of a long-term
hudna. Its rejection might doom this option unless Fatah succeeded in building an internal
public consensus that Hamas would not be able to ignore—in which case, Hamas might allow
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the process to move forward by rejecting the deal but without using its parliamentary majority
to block it.

Hamas argues that since Israel is unlikely to agree to all the terms of a “permanent status”
agreement as endorsed by the Palestinian “consensus”™—for example, by refusing to allow a
return of refugees—no end of conflict is possible even if the Palestinian side shows flexibility
on recognition of Israel and on reaching a permanent peace agreement, rather than merely a
hudna. If so, resolution of some major issues between Israel and the Palestinians—including
refugees, recognition of Israel, and an end to the conflict—would have to be postponed.

Israel might still find this option attractive, if the creation of a de jure Palestinian state is seen
as a top priority. The nature of Olmert’s coalition, which might prevent him from seeking a
permanent settlement—and/or his belief that Abbas is not a reliable partner for final status
negotiations—might encourage him to explore this interim option. This option might be
difficult to market to the Israeli public, however, without Hamas making the aforementioned
strategic shift. Nonetheless, if Abbas proves able to obtain Hamas’s acquiescence, Israel might
reconsider this option. In June 2006, Foreign Minister Tzipi Livni confirmed to Haaretz that
she had told senior ministry officials that “currently, Abu Mazen is not a partner for a final-
status agreement, but he could be a partner for other arrangements, on the basis of the Road
Map’s phased process.” One participant in this meeting said that Livni spoke explicitly about
an agreement to establish a Palestinian state with provisional borders.*

4, Permanent Peace and “End of Conflict”

Under this option, all issues would be resolved, including the most sensitive ones: the Right
of Return and control of the holy places. Compromises that were reflected in the Clinton
Parameters of December 2000, the Taba negotiations of January 2001, and the Geneva
Initiative of November 2003 would be formalized in an official agreement. Fatah would
presumably fully endorse such an agreement, but Hamas would have difficulty agreeing to
it for two reasons: [t wants a state of conflict to continue; and in the meanwhile, it wants to
avoid recognition of Israel or renunciation of violence.

Public opinion polls among Palestinians and Israelis during the last three years indicate that
the two publics would have a hard time swallowing some of the necessary compromises,
particularly regarding refugees and control over the holy places, but they are likely nonetheless
to support the package. If Hamas decides to sabotage the process, however, it will be able to
frame such an agreement in a manner that would make it difficult if not impossible for Abbas
to sell it to the Palestinian public. In any case, it is highly likely that, as part of any national
unity framework, Hamas would seek to ensure that a Palestinian Legislative Council vote will
be required to ratify any final status agreement.

Given the lack of flexibility on the part of Hamas, including many of its moderates, regarding
the possibility of officially and explicitly accepting the legitimacy of the State of Israel and
agreeing to put a permanent end to the conflict—as well as its preference for a long-term
hudna—and given the Israeli government’s view that permanent status negotiations are not to
be discussed with Abbas, let alone Hamas, it is highly unlikely that this option will be adopted
by the parties in the near future.
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Conclusion

The Israeli and Western response to the electoral victory of Hamas failed to see the advantages
in encouraging the forging of a Palestinian coalition spearheaded by Fatah’s “inclusionists”
and Hamas’s moderates. Instead, working closely with Fatah’s “exclusionists,” the response

of Israel and the international community has so far focused on isolating Hamas and imposing
financial sanctions on its government. This was done in the hope of forcing the Islamist
movement to make fundamental changes in its ideological and political positions. But Hamas

is highly unlikely to make such a strategic shift in the near future.

Nonetheless, a need to engage Hamas exists. Such an engagement would seek to create a
nationalist-Islamist coalition, one that would create a strong central government able to
enforce law and order, protect and indeed consolidate the nascent democratic experiment, put
an end to the violence against Israel, and engage Israel in serious negotiations.

Moderate forces within Hamas are seeking to find ways to align the group with the
Palestinian and international consensus on the question of the peace process. However, these
moderates cannot achieve more than small and gradual progress on their own. Engaging
Hamas would help these moderate forces accelerate the process of change and would increase
the possibility of achieving a permanent peace.

A viable negotiating option for a nationalist-Islamist coalition would be one that seeks to

end the violence and the occupation while enabling the creation of a sovereign Palestinian
state that is not at the mercy of Israel’s good will. Given Hamas’s ideological views, an end
to the conflict is not feasible for now. Since this is also the preference of the current Israeli
government, an interim settlement, while not ideal, is the most feasible option at this time.
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