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From Recognition to Capacity—Building: Has the
World Begun Investing in the Palestinian State Before

Full Sovereignty?

By Dr. Nabil Kukali
Founder and President of the Palestinian Center for Public Opinion (PCPO)

The Palestinian issue is currently witnessing a notable transformation in the
nature of international engagement. This transformation is reflected in the h
growing linkage between two parallel tracks: political recognition and
economic development. As international recognition of the State of Palestine
continues to expand, the European Union and the European Investment Bank
have launched unprecedented financing initiatives to support the Palestinian

economy, the private sector, and national institutions.

The importance of this shift lies not only in its financial or political dimensions,
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but also in its deeper significance. It reflects a growing international trend
Founder and President

that views political legitimacy and economic capacity as complementary of the PCPO

components in supporting the Palestinian state and strengthening its

resilience and sustainability.



The findings presented in this article are based on a public opinion survey conducted by the
Palestinian Center for Public Opinion (PCPO) in November 2025 to measure Palestinian attitudes
toward international and European recognition of the State of Palestine and its political and
economic implications. The survey was carried out using Computer—Assisted Telephone
Interviewing (CATI) and Random Digit Dialing (RDD) techniques to ensure the representation of

different segments of Palestinian society.

The sample included 313 respondents from the West Bank and the Gaza Strip, with 60.4% from
the West Bank and 39.6% from Gaza. Males constituted 51.1% of the sample, compared to
48.9% females. The response rate reached 68%, with a margin of error of +5.5% at a 95%

confidence level.

The analysis presented in this article also draws upon the findings of several public opinion
surveys conducted by PCPO during 2026 on economic and living conditions, migration, social
resilience, and related issues, in addition to relevant international surveys and datasets, including
the 2025 Reuters/Ipsos poll on American public attitudes toward recognition of a Palestinian
state. This broader perspective aims to place the study’s findings within their wider national and

international context.

International Recognition: From Political Symbolism to

Enhanced Legitimacy

The years 2024 and 2025 witnessed unprecedented developments in the trajectory of
international recognition of the State of Palestine. A total of 143 countries voted in favor of
expanding Palestine’s rights within the United Nations system, while the number of countries

recognizing the State of Palestine rose to more than 150 worldwide.

This period also witnessed the recognition of the Palestinian state by Spain, Ireland, and Norway
in May 2024. During 2025, several influential Western countries followed suit, including Portugal,

France, the United Kingdom, Canada, Belgium, Luxembourg, and Malta.

The significance of these recognitions does not lie solely in their symbolic value. Rather, they

reflect a gradual shift in the international community’s perception of the Palestinian issue—from



viewing it primarily as a prolonged political or humanitarian crisis to recognizing it as a matter

concerning a people’s right to self-determination and the establishment of an independent state.

Moreover, the expansion of Western recognition provides Palestinians with additional political and
legal momentum in international forums and strengthens their ability to utilize available diplomatic

and legal mechanisms.

Survey findings demonstrate that Palestinians are fully aware of the importance of this
transformation. According to the results, 62.9% of respondents believe that international
recognition strengthens Palestinian national rights, while 73.5% believe that it enhances
Palestine’s legal and diplomatic standing internationally. In addition, 41.2% consider increased
political and diplomatic pressure on Israel to be the most important consequence of international

recognition.

Nevertheless, the findings also reveal a high degree of political realism among Palestinians.
While they generally view international recognition positively, 37.4% believe that recognition alone
will not lead to tangible changes on the ground in the foreseeable future. Furthermore, 40.6%
believe that these recognitions may increase political pressure and tensions before any new
political dialogue takes place, while 27.2% believe that they will not significantly affect the peace

process.

On the other hand, 29.7% believe that recognition may contribute to reviving negotiations, while
38.7% consider its primary objective to be increasing pressure on lIsrael to return to the

negotiating track.

These findings indicate that Palestinians clearly distinguish between legal legitimacy and the
actual capacity to realize statehood. International recognition is viewed as an important step
toward strengthening Palestine’s political and legal standing, but it is not seen as a substitute for
institution—building or for improving economic and living conditions. This is precisely why the
growing convergence between expanding international recognition on the one hand, and
increasing investments and efforts aimed at strengthening the resilience and sustainability of the

Palestinian economy and institutions on the other, has become particularly significant.



European Investment: From Crisis Management to Capacity Building

Perhaps the most significant transformation lies not in political recognition alone, but in the
growing commitment to investing in Palestinian institutions and economic capacity. After decades
during which international support focused primarily on humanitarian assistance and crisis
management, there are increasing signs of a gradual shift toward an approach aimed at

strengthening Palestine’s long-term economic and institutional resilience.

In this context, the European Union announced in April 2025 a multi-year support package for
Palestine worth €1.6 billion for the period 2025-2027. The package includes €620 million to
support the Palestinian Authority and institutional reform, €576 million for recovery, development,
and resilience projects, and up to €400 million in financing for the Palestinian private sector

through the European Investment Bank (EIB).

At the same time, the Palestinian—European Investment Platform launched a financing program
valued at $395 million to support Palestinian small and medium-sized enterprises (SMES)
through five major Palestinian banks. Under this initiative, Bank of Palestine received $150
million, Al-Quds Bank $100 million, Palestine Investment Bank $70 million, The National Bank
$50 million, and Cairo Amman Bank $25 million. In addition, €3.5 million was allocated for
technical assistance and institutional capacity—building, of which €2.1 million has already been

implemented, while the remaining €1.4 million will be used to complete the planned programs.

The significance of these initiatives extends far beyond their financial value. They reflect a broader
shift in the nature of international support for Palestine—from short-term relief efforts toward
long—term investment in institutional development and private—sector growth as key drivers of
economic expansion and job creation. Furthermore, channeling a substantial portion of these
funds through Palestinian banks demonstrates a high level of international confidence in the
Palestinian financial sector and its ability to manage and direct resources toward productive

economic activities.

In this regard, Palestinian Minister of Finance and Planning Dr. Stefan Salameh and Deputy

Governor of the Palestine Monetary Authority Mohammad Manasra emphasized the importance



of these agreements in expanding access to finance for the private sector and strengthening its
ability to confront current economic challenges. On the European side, European Investment
Bank Vice—President Gelsomina Vigliotti and Acting Director—-General for the Middle East, North
Africa, and the Gulf at the European Commission, Michael Karnitschnig, stressed that these
initiatives are designed not only to provide financing, but also to enhance Palestinian economic
resilience, stimulate growth, and create employment opportunities. Their vision links economic
development, institutional reform, and political stability as mutually reinforcing pillars of

sustainable progress.

From this perspective, these investments should not be viewed merely as isolated financing
programs. Rather, they form part of a broader international effort to strengthen the capacity of
the Palestinian economy to function and endure despite ongoing constraints and challenges. Just
as international recognition provides Palestine with greater political legitimacy, investment in its
institutions and economy provides the practical capacity needed to translate that legitimacy into

a more sustainable economic and institutional reality.

The United States: Between Traditional Support and
Potential Change

Although the prevailing belief remains that the United States will continue to be Israel’s principal
supporter, with 57.2% of Palestinians expecting Washington to maintain its support for Israel,
there are indications of gradual changes in American public opinion that may carry important

implications over the long term.

A Reuters/Ipsos survey conducted in 2025 found that 59% of Americans support U.S. recognition
of a Palestinian state, reflecting growing public acceptance of Palestinian statehood within

American society.

At the same time, 20.4% of Palestinians believe that the United States may eventually adopt a
more balanced role in the Palestinian—Israeli conflict, while 19.5% believe that Washington could

gradually modify its positions over time.



Although these indicators do not suggest an imminent or dramatic shift in U.S. foreign policy,
they nevertheless reflect a Palestinian perception that the international environment surrounding
the Palestinian issue is undergoing gradual change. Such changes may, in the future, contribute
to strengthening opportunities for international recognition and increased political and economic

support for the Palestinian state.

In this context, an important question emerges regarding the future of U.S. assistance to

Palestinians and its role in supporting the Palestinian economy in the coming years.

While Europe is currently leading efforts to invest in Palestinian institutions and the private sector,
the American role in the field of development remains less clearly defined. Consequently, the
issue is not merely whether American assistance programs will resume or expand, but also
whether Washington is prepared to engage with the growing international approach that links

Palestinian economic development with the prospects for a viable Palestinian state.

From this perspective, the ongoing transformations extend beyond the expansion of international
recognition and increasing European investments. They also include indications of a broader shift
in international attitudes toward the Palestinian issue, potentially creating a more supportive

international environment for the Palestinian statehood project in the years ahead.

The Palestinian Economy Under Pressure

These European initiatives come at a time when the Palestinian economy is facing unprecedented
challenges, helping to explain the growing importance that Palestinians attach to economic

support and investment.

The study found that 57.7% of Palestinians describe their economic conditions as poor or very

poor, while only 42.3% consider them good or somewhat good.

Furthermore, 59% of Palestinian households live on a monthly income of less than 2,000 Israeli

shekels, while only 3.3% of households report monthly incomes exceeding 6,000 shekels.

These conditions are clearly reflected in the labor market. Only 37% of respondents reported

being employed, compared with 32.8% who were unemployed.



The seriousness of these indicators becomes even more apparent in light of international
estimates suggesting that more than 500,000 jobs have been lost as a result of the war and
Israeli restrictions, with unemployment rates expected to reach approximately 57% if current

conditions continue.

The findings also show that 43.3% of Palestinians are dissatisfied to varying degrees with their
current lives, including 30.5% who are completely dissatisfied. These figures illustrate the

magnitude of the economic and social pressures confronting Palestinian society.

Under such circumstances, European investment packages acquire significance that goes far
beyond their direct financial value. Palestinians increasingly view these initiatives not merely as
tools for promoting economic growth, but also as mechanisms for protecting jobs, enhancing

social stability, and strengthening their ability to remain resilient and stay on their land.

From this perspective, investment in the Palestinian economy becomes part of a broader process
that extends beyond conventional economic development and connects directly to building the

foundations of a future Palestinian state.

Just as international recognition enhances Palestine’s political and legal legitimacy, economic
investment contributes to strengthening its institutional and developmental capacity, making the
statehood project more viable and sustainable when favorable political conditions eventually

emerge.

Clearance Revenue Challenges and the Shekel Crisis: The

Real Test of Economic Sustainability

Despite the importance of the recent European investment initiatives, the Palestinian economy
continues to face deep structural challenges that extend beyond the issue of direct financing.
Foremost among these challenges are the crisis surrounding clearance revenues, the complex
financial relationship with Israel, and the growing surplus of Israeli shekels accumulated within

the Palestinian banking system.



Findings from a previous survey conducted by the Palestinian Center for Public Opinion (PCPO)
showed that 69.4% of Palestinians believe that Israeli restrictions on the Palestinian banking
sector are politically motivated and intended to exert pressure on the Palestinian Authority.
Meanwhile, 68.7% identified restrictions on transferring excess shekels to Israel as the primary

cause of the worsening liquidity crisis.

In addition, 62.3% expressed serious concern about the growing accumulation of shekels within
Palestinian banks, while 82.4% expected that ongoing financial crises could lead to delays or

disruptions in salary payments in the future.

These indicators are particularly significant because the Palestinian economy remains heavily
dependent on clearance revenues, which constitute the principal source of public income. It also
depends on maintaining correspondent banking relationships with Israeli banks in order to

facilitate commercial and financial transactions.

Consequently, the success of new European investments will depend not only on the volume of
available funding, but also on the ability of the Palestinian economy to operate within a stable
financial environment that allows payments, trade, and money transfers to flow normally and

efficiently.

From this perspective, building a more resilient Palestinian economy requires more than investing
in projects and employment opportunities. It also requires addressing the financial bottlenecks
and structural constraints that limit the economy’s capacity to grow and fully benefit from new
investment opportunities. A viable state requires strong institutions and productive investments,

but it also requires a stable financial system capable of functioning efficiently and independently.

What Do Palestinians Want?

Perhaps one of the most significant aspects of these findings is the way they intersect with the
evolving nature of international support for Palestine. At a time when European and international
institutions are increasingly directing resources toward investment in the Palestinian economy,
private sector development, and institutional capacity—building, the survey results reveal that

Palestinians themselves view economic and investment support as the most pressing priority at



the present stage. Indeed, 39.6% of respondents identified economic and investment support as
the highest priority, compared with only 31% who prioritized political and legal recognition, while

28.1% considered both tracks equally important.

These findings do not suggest that international recognition has become less important. Rather,
they reflect a growing awareness among Palestinians that state—building depends not only on
political legitimacy but also on an economy capable of creating jobs, improving living standards,
and strengthening the capacity of institutions to function effectively and sustainably. In this sense,
the parallel expansion of international recognition for Palestine and the growth of economic
investment and support directed toward Palestinian institutions and the private sector appear to

be closely aligned with the priorities of Palestinians themselves.

What these figures suggest is that Palestinians do not view recognition and investment as
competing paths, but rather as complementary pillars of the state—building project. Recognition
provides legitimacy, while investment supplies the practical foundations that enable this legitimacy
to be translated into a sustainable economic and institutional reality. Perhaps for this reason,
36.4% of respondents expected international recognition to contribute to improving economic and
living conditions, while 38.7% believed that its positive effects would emerge over the longer
term. Together, these findings reflect a broad understanding of the close relationship between

political legitimacy and economic development.

Resilience and Remaining on the Land

Despite growing political and economic pressures, resilience remains one of the defining

characteristics of Palestinian public consciousness.

The findings show that 84.6% of Palestinians believe that policies exist which aim to encourage
their departure or weaken their social stability, while 38% consider economic pressure to be the

primary instrument used to achieve this objective.

Nevertheless, 56.4% of Palestinians stated that they are not considering emigration at all,

compared with only 35.4% who reported considering emigration to varying degrees.



These findings acquire particular significance in light of recent developments related to
international recognition and European investment initiatives. They suggest that strengthening
Palestine’s political legitimacy on the one hand, and supporting the Palestinian economy and
creating employment opportunities on the other, together constitute two essential pillars for

enhancing Palestinian resilience and enabling people to remain on their land.

Every international recognition strengthens Palestine’s political and legal standing, while every
economic investment contributes to improving living conditions and expanding employment

opportunities, thereby making resilience more sustainable and durable.

Conclusion: Towards a Partnership for Stability,

Development, and State—Building

Recent developments reveal a gradual transformation in the nature of international support
provided to Palestinians. For decades, international engagement was largely associated with
humanitarian assistance, financial aid, relief efforts, and traditional development programs. Today,
however, European and Western initiatives are increasingly focused on investing in institutions,
the private sector, and the economic infrastructure capable of generating employment
opportunities and promoting long—term sustainability. This shift reflects a growing recognition that
state—building requires more than political recognition or emergency assistance; it also depends
on strengthening the capacity of society, the economy, and public institutions to endure and

thrive.

These investments have become particularly significant in light of the unprecedented economic
challenges facing Palestinians, including the loss of more than half a million jobs as a result of
the war and ongoing restrictions, as well as the inability of tens of thousands of Palestinian
workers to access their workplaces inside Israel since October 2023. In this context, supporting
small and medium-sized enterprises and creating new employment opportunities are not merely
economic objectives; they represent a direct investment in social stability, national resilience, and

the ability of Palestinians to remain and prosper in their homeland.

At the same time, the success of these efforts requires addressing a number of obstacles that

continue to limit the Palestinian economy’s ability to fully benefit from growth and investment



opportunities. These include restrictions on the movement of people and goods, road closures,
challenges related to crossings and checkpoints, irregular transfers of clearance revenues, the
surplus Israeli shekel crisis, and constraints affecting banking and commercial relations. The
reduction of these obstacles would significantly enhance the capacity of new investments to
generate employment, stimulate growth, and strengthen stability, transforming international

support from financial commitments into tangible results on the ground.

Current developments also demonstrate that the construction of a Palestinian state cannot rely
solely on political legitimacy, nor can it depend exclusively on economic support. Rather, it
requires a combination of both. While international recognition strengthens Palestine’s legal and
diplomatic standing, economic investments and institutional reforms contribute to building the
foundations of a viable state and enhancing its capacity for growth and sustainability. Therefore,
the most significant transformation today is not simply the growing number of countries
recognizing Palestine, but the fact that an increasing part of the international community has
begun investing in the future state's ability to function and build its institutions even before full

political sovereignty is achieved.

From this perspective, international recognition, economic investment, and institutional reform
together represent the components of a new phase. Although this phase may not immediately
result in the establishment of a fully sovereign Palestinian state, it contributes to building the
political, economic, and administrative foundations necessary to make such a state more viable
and sustainable when the appropriate political conditions emerge. Economic experience around
the world demonstrates that lasting stability and prosperity cannot flourish in environments
characterized by chronic crises and deep inequalities; rather, they are strengthened through

shared interests and regional stability.

Accordingly, the existence of a stronger Palestinian economy capable of generating growth and
employment opportunities is not only in the Palestinian interest; it also serves broader regional
stability. Likewise, Palestinian and Israeli economic development and prosperity should not be
viewed as a zero—sum equation in which one side's gain necessarily comes at the expense of
the other. Instead, they should be understood as a shared interest that can help build confidence,
expand opportunities for cooperation, and create the conditions necessary for a more sustainable

and just peace in the future. Sustainable peace does not begin solely with political agreements;



it begins with building effective institutions and an economy capable of providing hope, dignity,

and stability for all.

Perhaps the most important message emerging from this phase is that state—building does not
begin on the day a state is officially declared. Rather, it begins when political legitimacy, capable
institutions, and a resilient economy are put in place. Although the Palestinian state has not yet
achieved full sovereignty, many current indicators suggest that an increasing part of the
international community has already begun to treat it as a state—building project worthy of
investment in its survival, growth, and long-term sustainability. The question, therefore, is no
longer limited to when a Palestinian state will be established, but also concerns the extent of
progress being made today in building the political, economic, and institutional foundations that

will enable that state to thrive and endure when the appropriate political conditions finally emerge.

Investing in a State Before Statehood

The Palestinian state may not be significantly closer to full political realization today than it was
in previous periods. Nevertheless, available indicators suggest that an increasing part of the
international community has begun treating it as a state—building project worthy of investment in
the foundations of its survival, resilience, and sustainability—preparing for the day when that state

ultimately becomes a political reality.
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