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We begin this hour in Gaza where Israel's withdrawal of Jewish settlement is nearly complete. CNN's Matthew Chance is joining us now from Kissufim along the border. 

What's the latest there, Matthew?

MATTHEW CHANCE, CNN CORRESPONDENT: Well, this process of disengagement, Wolf, is not over yet, but it does seem to be coming to a speedy conclusion. Within the last few minutes, it's been confirmed by the Israeli Defense Forces that they've successfully evacuated a further three Jewish settlements in the Gaza Strip. 

Israeli security forces using a bulldozer to crash through a locked gate and flaming barricades at the Katif settlement earlier today, where they successfully evacuated some 370 people. No real violence, though, to speak of. It seems that the soldiers and settlers actually prayed together before the last settlers were escorted out of the Katif settlement, there. Now, it leaves just one more Jewish settlement in the Gaza Strip still to be evacuated. That's the very controversial settlement of Netzarim, in the heart of the Gaza Strip. That's expected to take place -- the evacuation of Netzarim to take place tomorrow here, local time. 

Already though, Wolf, the process of demolishing those Jewish settlements, the synagogues, the luxury villas in those settlements has already begun. That's a process that's been done in accordance with an agreement between the Israeli governments and the Palestinian Authority, because the Palestinian Authority will be taking responsibility for this land once it's fully been handed over to them. 

Says it wants to build high density housing on these plots of land instead of the villas for solitary families, in order to alleviate the very dense population and housing problems in Gaza itself. So, that's a process we're still waiting to see, Wolf. 

BLITZER: All right, we'll watch it together with you. Matthew Chance reporting for us. Thank you very much. 

Let's get the Palestinian perspective on what has happened over these past few days, what's likely to happen in the coming days. For that, we're joined by the Palestinian legal adviser, Deanna Buttu. She's joining us from Gaza. Diana, thank you very much for joining us. What's your bottom line assessment on how the Israelis have implemented this withdrawal so far from Gaza? 

DIANA BUTTU, PALESTINIAN LEGAL ADVISOR: Well, I'm very delighted that the settlers are finally being evacuated from occupied Palestinian territory. They've been here far too long, they've been here for 38 years. And I'm glad that it's being done in such a quiet and peaceful manner, not only on the Israeli side but also on the Palestinian side. 

I'm happy that the settlers are finally leaving and I'm hoping that we'll be able to now rebuild our shattered nation after 38 years of colonization in the Gaza Strip. 

BLITZER: So what happens now in Gaza? The Palestinian Authority President Mahmoud Abbas takes over. A key question that U.S. officials, Israeli officials, I assume a lot of Palestinians are also asking, will he be able to disarm Hamas, Islamic Jihad, some of the more extreme elements there? 

BUTTU: Well, I think that it's important to recognize that there are two processes that have taken place over the course of the past 38 years by Israel. The first is the colonization process and the second is the military occupation, military control. 

Now that the colonization process is over, we're still looking at the continued military control of the Gaza Strip. Because that military control is still going to remain, it's going to be very difficult, obviously, for the president to do that. Nonetheless, he is committed to disarming and he is committed to making sure that there is calm in the area. However, the real success in terms of whether the place will be quiet, whether there will be a lack of violence, largely depends on Israel. If Israel is going to maintain control over the air space, the borders, the sea space, and continue to deny the Palestinians their freedom, unfortunately I think that we're going to continue to see violence. 

If, however, Israel finally ends its 38-year military occupation, not only of the Gaza Strip, but also in the West Bank, then of course, we'll see a very different Middle East. But that is something that's not going to happen. Israel has made it very clear that it intends to not only continue the military occupation of the West Bank and Gaza Strip, but expand and build more and more Jewish settlements in the West Bank. That is a recipe for disaster and not a recipe for peace. 

BLITZER: Well, when you say the Israelis will continue to occupy Gaza, my understanding was that not only the Jewish settlers, the Israeli citizens, but the Israeli soldiers physically would be leaving Gaza as well. You have a different understanding? 

BUTTU: The soldiers will be leaving the Gaza Strip, but they're still going to maintain control over the Gaza Strip. All entry and exit points of the Gaza Strip will be controlled by the Israeli army. The air space is going to be controlled by the Israeli army, the territorial waters are going to be controlled by the Israeli army, and Ariel Sharon has indicated that he will militarily invade the Gaza Strip whenever he deems necessary. So in other words, the military control over the Gaza Strip is still going to remain in place. 

BLITZER: But Palestinian security forces, Palestinian police, responsible for the Palestinian Authority, their mission now is to try to take charge of activity on the ground as best they can. 

BUTTU: Our mission now is to try to rebuild our shattered nation. For the past 38 years, our economy has been in complete tatters because of the Israeli army presence and the because of the presence of the soldiers. Our new mission now is to try to rebuild our nation. 

We'll going to try to build housing for Palestinians whose houses have been destroyed by the Israeli army. We're going to try to build hospitals and schools. And we're going to try to maintain and try to build something that has been ruined by the Israeli army. We have a daunting task ahead of us, and we're looking to the international community to support us. 

BLITZER: I want you to respond to what the now ex-Israeli finance minister, the former Prime Minister Benjamin Netanyahu told me earlier in the week, explaining why he decided to resign from Ariel Sharon's government to protest the pullout from Gaza. Listen to what he said. 

(BEGIN VIDEO CLIP)

BENJAMIN NETANYAHU, FORMER ISRAELI FINANCE MINISTER: They haven't lifted a finger to stop the terrorists. They haven't disarmed the terrorists. You know, Palestinian Authority is an authority by name alone. It's really a collection of terrorist gangs, Hamas, Islamic Jihad, and others who are operating freely with weapons. 

(END VIDEO CLIP)

BLITZER: The question that a lot of people are now asking, Diana, is the same kind of Israeli action to physically uproot Jewish settlers from Gaza -- we saw those dramatic pictures on television this past week. Will we see the same kind of confrontations between representatives of the Palestinian Authority and some of the other groups who disavow, who disobey, what President Mahmoud Abbas is demanding? 

BUTTU: Again, I think if you actually listen to what it is in the underlying statements of the former minister Netanyahu, what he's really trying to say is that there's a culture of violence, that Palestinians are somehow genetically reared to be violent. 

And absent from any one of his statement is the fact there is a military occupation that continues to remain in the Gaza Strip, whether or not Jewish settlers are there, and there is a military occupation and colonization that continues to remain in the West Bank, irrespective of what is being done in the Gaza Strip. 

I think that if Netanyahu really wants to talk about violence and talk about moving forward, he should actually ask himself what the link is between Israel's lack of security and the Palestinian's lack of freedom. It's not that the Palestinians have a genetic deficiency that makes them want to be violent. It's because there's a military occupation. 

But even beyond that, if you look at the numbers, the truth actually lies in the numbers. More Palestinians have been killed by Israelis than the other way around. So if we really should be talking about dismantling people, we should talking about dismantling the Israeli army and talking about dismantling the Israeli occupation. That's what I think we should be talking about. 

BLITZER: One of the reasons Sharon cites -- a major reason for giving up Gaza and at least a couple -- a few settlements in the West Bank is a letter he received last year from President Bush, a letter in which President Bush wrote, among other things, this: "In light of new realities on the ground, including already existing major Israeli population centers, it is unrealistic to expect that the outcome of final status negotiations will be a full and complete return to the armistice lines of 1949, and all previous efforts to negotiate a two- state solution have reached the same conclusion." 

Do you have confidence in the Bush administration serving as a peace partner with the Palestinians in trying to move this peace process forward? 

BUTTU: Well, the Bush administration has since moved their position and has since indicated that they don't necessarily believe in the large Jewish population centers, which is simply a code name, by the way, for Israeli settlements, and has instead says that it does believe that there should be an equitable settlement based on international law. That means that all Israeli settlements have to be evacuated. 

I think the real test is going to be whether Congress continues to provide Israel with $10 million a day. That's $10 million that goes to finance the settlements, that goes to continue the occupation. And I think the real test is now going to be on the Bush administration. 

While the Bush administration indicates that it wants to see a two-state solution come to fruition, the Israeli government is doing everything in its power to undermine the creation of those two states. 

So I think it's really now incumbent upon the Bush administration to start to pressure Israel, not only to evacuate settlements in the Gaza Strip, but also really to end the colonization process in the West Bank and stop all of the settlement activity and finally put an end to Israel's 38-year military occupation. It's far too long that a people have been denied their freedom. 

BLITZER: We'll leave it right there. Diana Buttu, representing the Palestinian Authority, a legal adviser to the President Mahmoud Abbas. I appreciate it very much, Diana, for joining us from Gaza. 

And when we come back, with the Sharon disengagement plan under way, what's the next step for Israel? We'll get a very different perspective. We'll speak with the Israeli finance minister, Ehud Olmert. 

Then, North Korea's nuclear threats. South Korea's foreign minister is here in Washington. He'll join us, he'll weigh in on efforts to get his neighbor to the north to stand down. 

And later, eye on the economy: Encouraging job numbers in the United States, but are high gas prices taking a toll? We'll hear from two top economists. 

(COMMERCIAL BREAK)

BLITZER: There's still time for you to weigh in on our web question of the week. Will the Gaza pullout improve Israeli- Palestinian relations? You can cast your vote. Go to CNN.com/lateedition. We'll have the results a little bit later.

Straight ahead, our conversation with the Israeli Vice Prime Minister and finance minister Ehud Olmert. He's standing by live in Jerusalem. You're watching LATE EDITION, the last word in Sunday talk. 

(COMMERCIAL BREAK)

BLITZER: Welcome back. Joining us now from Jerusalem to talk about the Gaza pullout, where the peace process might go from here, is the Israeli Vice Prime Minister and finance minister Ehud Olmert. 

The Minister, thanks very much for joining us. How much more work has to be done before the disengagement from Gaza is complete?

EHUD OLMERT, ISRAELI FINANCE MINISTER: Well, we are very close to the full completion of it, but of course, the entire pullout will take a few more weeks. But the main job was completed. Most of the settlements were evacuated and the majority of the inhabitants there are out of Gaza already. 

BLITZER: What about in the West Bank? You have a few smaller settlements that you're going to be pulling out from in the coming days. When does that begin? How many Jewish settlers are involved in that? 

OLMERT: Well, it will start Tuesday and, I believe, it will end up within a couple of days, perhaps three or four days. 

(CROSSTALK)

BLITZER: Are you getting indications that a lot of sympathizers and supporters are moving into the area to show their solidarity with those Jewish settlers? A similar situation, of course, had occurred in Gaza. 

OLMERT: Yes. There will be few, I guess. There will be few. There is a lot of sympathy for the inhabitants there. A lot of Israelis feel very much for them, for good reasons. And, I mean, the size of Israelis being pushed out of their homes is not something very easy for people to absorb, very simple for them to accept. 

And there is a sympathy, but Prime Minister Sharon is absolutely determined to carry out the complete implementation of the disengagement in both places, both in the West Bank and in Gaza, and it will be completed precisely according to the original plans. 

What kind of access will the Palestinians -- a million, maybe a million and a half, Palestinians who live in Gaza. What kind of access will they have to the outside world, whether ability to drive from Gaza to the West Bank, their seaport that they want to establish, their airport. How much flexibility are you going to give them? 

OLMERT: A great deal, by the way. A great deal. Of course, everything depends on whether there will be terror or not. And I know the former speaker was very tolerant about the Palestinian side. But for everyone in the world, for everyone here in Israel, for everyone of you in America, this is a major issue. 

And I want to believe -- I trust the good intentions of President Mahmoud Abbas. And I hope that the Palestinians will, indeed, take serious measures to stop terror once and for all. Once this is done, there will be a great deal of flexibility. We are prepared to allow them to build the port, the airport, the harbor, free exits that will connect Gaza to the West Bank. It's a process. 

We all understand, and it must be emphasized, that this is an enormously significant step that Israel has taken, with a great sacrifice for the thousands of people that live there, and for the political system in Israel, for the stability of the government. We are ready to do it because we want to establish a new foundation in the relations between us and the Palestinians. We will cooperate with international initiatives, with the U.S. government, with the Europeans, with the very productive initiatives of the special emissary Jim Wolfensohn to help improve the quality of life of the people living in Gaza. 

We want to change the environment of relations. This is our primary objective because we understand that only through this that there is a genuine chance that the strategic relations between us and the Palestinians will improve. But side by side with this, they have to stop terror. They have to stop shooting at innocent civilians in Israeli cities. This is mandatory. This is essential. 

BLITZER: Your predecessor, the former finance minister two weeks ago, Benjamin Netanyahu, quit the government, resigned to protest the disengagement from Gaza. I spoke with him here on CNN on Tuesday, and he offered a very bleak assessment, quoting Israeli military intelligence for what's likely to happen in Gaza right now. Listen to what he told me. 

(BEGIN VIDEO CLIP)

NETANYAHU: And what our security chiefs our telling us, including the intelligence chief today is that this is going to become a base of terror. I say it will attract Hezbollah, Al Qaeda, terrorists from Iraq, terrorists from Afghanistan, and Pakistan. 

(END VIDEO CLIP)

BLITZER: Is he right? 

OLMERT: Well, there are certainly some who share this opinion. There are many others who have a different opinion. But, you know, there comes a time when you have to take a risk in order to break this cycle of violence. Now, Al Qaeda is trying everywhere, in London as well as in Spain and in America and in other parts of the world. And they're likely to try here as well. We will have to take serious measures in order to stop it. 

I think that the risk that we're taking is a calculated risk. Israeli's strong enough to take this risk, and we are prepared to take a risk. Indeed, we take a risk. There is always a chance that against all the expectations we have, and I think many in the world have, that the Palestinian Authority will not try to exercise any authority against the Palestinian terrorist organizations and will continue terror. 

If this will be the case, believe me, we will fight them, we will we reach out for every one of them everywhere. But I hope that this enormous effort that we are making, that everyone can witness, and the major sacrifice that we have accomplished by not just pulling out from Gaza, by uprooting thousands of people from their homes where they lived for tens of years, and by almost risking the stability of our political system, by losing the majority in parliament, by losing the majority in our party. All this is a testament to the absolute determination and commitment that Prime Minister Sharon and all of us have in order to improve things. And I hope that the Palestinians will respond accordingly. 

BLITZER: Even at this date we're told -- and you can correct me if I'm wrong, there are Israelis, Jewish settlers, moving to settlements on the West Bank outside of the security barrier, the fence, the wall that Israel is constructing there. 

Is that smart, given the nature of what you've done now on Gaza, uprooting those Jewish settlers in Gaza, to be allowing more Israelis to be moving into the West Bank at a time when you may simply, down the road, have to uproot them as well? 

OLMERT: Well, first of all, this is not really a wide phenomenon. We are talking about few settlers that wanted to move into one or two townships which, under all different circumstances in the future, will remain under Israeli control. Let's not forget, Wolf, Israel is not going to pull out entirely into the '67 lines. 

Even President Bush, in his famous letter on the 14th of April, 2004, recognized the changes which have taken place over the years. As a result of intransigence of the Palestinians, of the lack of will by the Palestinians, to accommodate as well. And therefore, few such townships will remain under Israeli control. And those who move now are moving into those places. 

But this is a very insignificant phenomenon. We are not going to build new townships or new settlements. We are not going to try and establish new facts (ph) that would provoke this process that we are trying to build. 

We are serious. We are genuine. We really want to establish a new basis of relations between us and the Palestinians. We are anxious to find a comparable approach by the Palestinian leadership. 

BLITZER: Ehud Olmert, thanks for spending some time with us here on LATE EDITION. We appreciate it very much. 

OLMERT: Thank you.

END 
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