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PREFACE

Review of the work of the Spegial Economle unit (Palestinjan pecpled, 1987-1928

(i) In acgcordance wlth the provislons of conference rescluticns 146
(vI) and 169 (VII), and the work programme of UNCTAD, the work of the Speclal
Economlc Unit {(Palestinlan pecple). Erom July 1987 rto June 1988, contipued to
concentrate on i {1} review and analysis of developments in the economlc
conditions of the Palestinian people in the occupled west Bank and Gaza Strip:
{2) proposals on strategles and measures almed at improving the performance of
the Palestinian economy: {3) the development of a data base on the Palestinian
econony;: and, {(4) participation in relevant activities of the organlzations of
the United NWations in favour of the Palestinlan people 1n the occupled
territorles, 1In -carrying out these and other activities, the Unit has

maintalned regular consultations with the Palestine Liberation oOrganization
(PLa)Y and orhers concerned. Puring the pericd under review substantial

progress Was achieved in these areas.

{11y As part of the 1986 -~ 1987 work programme of the Unit, an
in-depth study entltled "The Palestinlan filnanclal sector under jsraell
occupatlon” (UNCTAD/ST/SEU/3 and Corr. 1 and 2) was completed in collaboratlon
with ESCWa. It has been since distributed to a large number of concerned
institutions and individuals and has been translated into the Arabic language
by ESCWA. oOther documents prepared by the UNCTAD secretarlat in 1987 and
widely distributed lncluded: the UNCTAD secretarlat's 1987 report on "Recent
econcmic developments in the occupled Palestinian terrltories. with special
reference te the flnanclal sector” (TR/B/1142); "Selected statistical tables
on the economy of the occupled PFalestinlan territories (wWest Bank apd Gaza
stript” (UNCTAD/ST/SEU/4); "Select bibllography on the econemy of the occupled
Falestinlan territcries {West pank and Gaza Strip)" (UNCTAD/ST/SEV/S): "select
chrenolegy on economlc issues and related Israeli practices in the accupted
Palestinian territories (West Bank and Gaza Strcip) June 1986 - June 1987
{UNCTAD/ST/SBU/6). ALl of the above documents were made avallable at the Eirst
part of the Thirty-fourth session of the Trade and pevelopment Beoatd,

(1i11) The Unit bhas continued to expand its data base on  the
Falestinian economy. lncluding the reagular revislon and updating of
statlstical serles. As in previcuys years, the work of the Unit has had to rely
solely upon primary statistical sources publlshed by the Israeli authericies.
The deficlencies in these serles, including the omlsslon of data on cccupled
East Jerusalem, constitute a major handleap to accurate reporting on economic
developnents in  the occupled terrltories. where possible., alternative
statistical sources have been uysed ta corroborate and elaborate on Israeli
sources. This lovolved keeping abreast of new publicatlons and referencces on
the Palestinlan econcmy and regular monitoring of economlc issues in the
ocoupled Yalestinlan territorles,

fivl As part of the 1998-1989 work programme of UNCTAD, the Unit has
commenced the preparation of a number of studies and reports, as well as the
formulation of operatienal projects almed at enhancing UNCTAD's contributlon
te the Unitred Nations Programme of Economlc and Social Assistance ta the
Palestlnlan People. Current activiries include the Eollowlng:
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{a} Preparation of a comprehensive study entitled "The external trade of
the cccupled West Bank and Gaza Strip" (UNCTAD/SY/SEU/T}., The study. duse
fer complietion in the third quarter of 1988, will, jinter alia, address
the concerns expressed in  the relevant paragraphs of cConference
resojutlon 6% (viI). It examlnes the role of trade and services in
prometing  Palestinlan  economic development., the performance of the
external trade sector. major factors affecting the external trade of the
territorlies including poilcies, practices and structural limitations., the
potentlals for expansion and diversification of external trade in the
territories. and the requlsite policies and measures for the long-—term
development of the Palestinian external trade sector.

(b) Preparation of the 1988 report of the UNCTAD secretariat on

Assistance te the Palestinlan people. for presentaticn to the Trade and
Development Board at the First part of its thirty-Fourth session,

enticled “Recent economic developuwents in the occupled palestinilan
territorles, with speclal reference to the external trade sector”
(TO/B/1183). The report comprises, in part I, an update of recent
economlc developments 1in the occupied territories, 1in terms of basic
indicators and relevant aspects o©f Israeli economlic policy. Special
attention is paid to econoilc aspects of the recent Palestinlan uptlsing
in the territories. Part [I of the report summarises the maln findings
and recommendations of the study on the external trade sector of the
occupled territories {(UMCCRD/ST/SEU/T).

{c) Preparatlion of documcnts providing extracts and updates from the
unit's data base on the Palestinlan economy, 1ncluding statistical
serles. research references and bibliography. These are due for
publication in the fourth quarter of 1988 and the Eirst gquarter of 1989.

{d) In line with proposals made by the UNCTAD secretariat 1In its
contribution to the Unlted HWations FProgramme of Economic and Soclal
Asglstance to the Palestinlan peg¢ple. which was adepted 1In 1987, the Unit
cofmmenced the preparation of project proposals for technlcal assistance
in institution-bullding for the economic development ofF the occupled
Falestinian territories. The filrst of these projects. completed 1N June
1988, is entitled "Investment project evaluation centre for the occupled
Falestinlian territories {west Bank and Gaza Strip)”. The project document
has been submitted for the consideration of the United Natlons
Development Programme (UNDP) and other possible sources of fundlng. The
activitles envisaged are intended to s=strengthen and develop indigenous
Falestinlian capabilitiez 1In macrs and micre—economle analyses and
particularly in rhe ldentiflcation, formulation., appraisal and
implementation of investment projects. The internaticnal assistance
sought Eor the duration <of the project is expected, Lloter alla., to
develop a gualified permanent local cadre which wlll continue to Serve
the centre in these and other related area=. The achlevement of these
goals will enable varlious populatlon groups to particlpate effectively in
the process of economic management and development in the territories.

(v} Alsc as part of its 1988-1989 work programme, the onit is
completing preparatlons for embarking on a srtudy entlitled “The occupied
Palestinlan territories {(west Bank and Gaza Strip): prospects for sustalned
economlc development", The main objective of the study 1z to examine feasible
strategles for the sustalped development of the Palestinian cconomy in the
occupied territorles. To thils end, the study will:
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{a) Conduct a comprehensive survey of the economy of these territories,
evaluating 1its performance under 21 vyears of Israell occupation.
highlighting malor problem areas and exanlning their immedlate ocutlock:

{b) Identify and analyse the potentials for the development of the .
falestinlan economy and prospects for the future wunder varylng
circumstances; and,

{¢) Formulate 3 framework for altetnative strategles for the development
of the Palestinlan economy in the 19902 along with relevant guidellines
for polley actlon,

Thi=s study will reguire inpurs and contributions, 1including extra-budgetary
resources. Erom other branches of the UNCTAD secretarlat, from relevant
entitles of the unlted Mations system and from the regional bodies concerned.

{vi) BAs part of the data collectlon and consultation process related
to the preparation of UNCTAD/ST/SEU/T. the staff of the unlt undertock [ield
missions te Egypt., Jordan. the Syrlian Arab Republic and Tunisia to meet
ofEiclals of the Governments of Jordan and Egypt, as well as the relevant
departments of the Palestine Liberation oOrganization and a number of
intergovernmental and regleonal organlzatlons. Meanwhlle, the Unle malntained
and strengthened relations with other Unlted Natlons bodles, as well as with
Palestinian research and academic Iinstltutions 1in the territories, on
substantive matters relating to the work pregramme of the Unit.

{vii} conference resolution 169 (VII), concerning the “economic
situation In the occupied Palestitilan territories”, requests, inter alia. the
Secretary-General of UNCTAD to  report periodicelly to the Trade and
Cevelopment Soard on  the progress made in implementation <f the
resclution.l’ uUntil June 1988, the UNCTAD secretariat had iLnitlated action
on the aforesald resalutlon in the followlng areas:

{a} Regquesting information from States membets of UNCTAD. in a note {(TDhO
410 (PAL)}) of & papril 1988, on progress made {n implementing paragraphs 7
and 8 of <Conference resclution 16% {(¥II). 'The content of responses
recelved to this note will be reflected 1n the secretariat's study on the
Palestinian external crade sector {UNCTAD/ST/SEU/T).2/

i{b} <onsultations wlth the secretarla: of the UNCTAD/GATI International
Trade Centre UNCTAD/GATT (IUC) on the possible modalities for providlng
advice on the establishment of a centrs for marketing pPalestinlan
products (paragraphs 5 and 6 of resolution 16% (vIL)). It was agreed,
inter alia. that the findings of the afore mentioned study
{UNCTAD/ST/5EUS 7] could provide wuseful InEormation on the npeed and
framework for such a centre.

{c} contacting the permanent Mlssion of Israel to the unlted Mations

office at Geneva, inter alia to propese a mission to the west Bank and

Gaza Strip by secretariat officlals for consultations on UNCTAD's study

on Palestinian external trade and on the secretarlat's proposals for '
technlcal assistance projects. In reply to this reguest. the Permanent

Mission of Israel suggested that the secretariat might wish to direct its

efforts to asslsting the lnhabitants of the territories through UNDP.
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Part 1

MAJOR DEVELOPMENTS IN THE ECOMCMY OF THE
OCCUPIED PALESTINLAN TERRITORIES - AN UPDALE UNTIL 1988

1. The egconcmy of the occupied Palestinlan territorles of the West Bank and
Gaza Strip has witnessed significant developments from 1985 to 1988.3/ This
part of the report investigates the performance of the Palestinlan economy in
recent yeatrs, lncluding the impact of Israell policy measures and the economlic
ramificacions of the Palestinlan popular uprising which has unfelded in the
territories since December 1987.3%/

A. Israell policies and measures affecting the palestinian economy

1. The 4{mpact Ista=sli cupation on the scope for #stinian onclc
development

2. The potentlals for sustained development of the Palestinian econemy have
been constrained by a process of transformation in the traditional secror
which has been unaccompanlied by the regulsite policlies and measures to absorb
and regulate the pressures of re-adjustment.2’ Though transformations
pre-date 1967, the path of change has been gualitatlvely and gquantitatively
different since then. Ilsraell occupation brought to bear upon the Palestinian
econoiny a host of pressures whlch aggravated its develcpment performance,
resuiting in a steady decline 1n traditional branthes without parallel
encouragement toc growth in modern sectors. The effects of the occupatlion and
of  consequent measuresS/ were toe  reduce  agricultural  employment
oppoertunitles; encourage the flight of labour from the tradiclional sector into
labour- intensive sectors of the Israell economy: neglect the necds of
Palezstinian productive sectors or re-orient them to serving Israeli productlon
and consumptlcn lnterests: and control trade channels in a manner that ensured
Israsli dominacion of Palestinian trade. These effects were profoundly felt by
the small and unsophisticated Palestinian economy. confronted with the
challenge of competiny on unegqual and unprotected terms with the articulated,
highly capltalized and technologlcally advanced Israell economy.

3. The mechanlsms whereby the Palestinian ecohomy could be better planned
and supported have been ercded through 21 years of occupatlon. While power
over ecconomic management has been assumed by the Israell authoritiss. they
have hot fulfilled the concomitant responsibilities.?/ Moreover. the
concentration of this power within the Jjurisdiction of the Israeli military

authorlitles continues to 1nhlbit ecenomic performance and potentials in the
occupled palestiniap territories.B/

4. The esconomy that has thus emerged in the occupied tercitories faces a
range of preasures and weaknesses and lacks the sense of purpose and directlon
that <an be imparted by an active indligencus central authority. In these
circunstances, a stable and rational development path and concomitant policies
and measures cannot emerge spontaneously. Consclidating any emerging growth
trends, and translating them lhtc pillars for Palestinian development 1s not
easlly achieved. Today, the problem runs deepar than delineating the complex
web of Israell policles and measures which inhibit or simply igoore
Palestinian economic development. The adverse effects of these policies, the
Impact of 21 years of unequal competltlon wilth the Israell economy and the
contlnuing significance of the territories' historical relationship with the
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Aradb hinterland., have combined to shape a new Palestinlan ecopomy. This 13 an
econony which 1is Eragmented, lacking internal consistency, and ftorcibly
prevented Erom taklng its destiny ince its own hands and forging the most
ayppropriate development path from the human and natural resourges at its
disposal.

2. Respondinyg to the development needs of the Palestinian economy

5. The need for urgent action te alleviate c¢the problems faced by the
Palestinlan economy was reiterated and emphasized in previous reports by the
UNCTAaD secretariat., whilch called Eor a strategy almed at developing the
economy of the occupled Palestinlan territories, quided by objectives that
reflect the aspirations and resource epdowments of the palestinian people and
take account of the present distorted structure of the economy.2/

6. The relevance of such a strategy has been highlighted more recently at
other levels within the internaticnal community., 1In January 1988, the
Secretary-General of the United Haticns, 1n his report to the Securlty Council
on the situation in the oCccupled terrltorles. recognized the hope expressed by
Palestinlans that "a concerted 1nterpational effort could be undertaken to
revive the territorles’ economy...-"10/ This was alsc echosd by the
Director-General of the Internatlional Labour Offlce whe called for "a genuine
development effort for the beneflt of these terrlitories™ which goes beyond the
limited efforts embodled in public and/or private technical assistance,ll/
Meanwhile, the Adminlstrator of the Unlted Mations Development Programme has
noted that, in additlon to development of Palestinlan infrastructure and
technical tralning 1n the tercitorles, "ecenomlic development must be stressed
in order to encoutage Job creation., enbancement of small-scale industry,
expansion of agro-business activities and the like,-12/

3. The Palestinlan uprising and the economy of the oceupled tercitorles

7. The problems that have plagued the Palestinian economy under Istraell
coccupation have acquired fresh urgency and signlflecance since the beglnning of
the uprising {intifada) in the occupled territories in Decembar 1987, Without
consldering here the manifold legal. pollitical apnd human rlghts aspects of
this conflict, 1t 1s possible to discern c<lear economle features and
implicarions of the recent unmrest. with many repercussions on the Palestinlan
economy ltself, The uprilsing has posed new development challenges Eor both the
Palestinian people and the Israell occupatlon authorlitles.

{a) The eco 1o costs of e Palestinlan upris

8. By July 1988, there were Eew 1Indicatlons that the Israeli authoritles
intended to rescind restricrions affecting Palestinian development. including
these instltuted =ince the beglnning of the year. The maln Cohcern of Israeli
official sources and other commentatorsz regarding the economlc effects of the
uprising was the damage to the Isra=ll economy ({malnly In agriculrure,
construction. services and industry) as a result of Palestinlan labour
absenteelem and the reduced market Eor certain Israell exports which feature
prominently 1n Palestlnian markets {especlally textiles. Ecodstuffs and other
consumer goods).ld/ This concern was prompted by indications that the
gconomlc costs to Israel Quring the first Elve months of unrest reached %800
million.ld/ These were attributed to increased security costs, and declines
of 15 - 20 per cent in Israell tourism revenues., 20 per cent in construction
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activities. over ] per ecepnt in output of agriculture and industry, as well as
indirect costs caused by wmanpower shortages arising from extra duty in the
Israelt armed forces.lS/

9. No comparable flgures were made avajilable to evaluate the costs to the
Palestinian economy of the losses incurred. though it is probable that these
have been significant, and even proportionately higher.l6é/ Few areas of the
economy have been spared:17/ factor income from labour in israel has fallen;
there has been a freeze in Israell demand for Palestinlan tourist ahd other
services; agrlcultural and industrial production has been disrupted: savings
have been diveried to cover consumptlon: income levels and purchasing power
have fallen: local and export trade has been reduced: and the weak informal
domestic financial system 15 faclhy renewed pressures. These disruptions to
the Palestinlan ecohomy arose through the interglay of various Palestinian
initiatlives directed agalnst [sraell occupation, and the Israell authorities’
efforte to controel the situatlen by institutlng emergency and/or provisional
measures. The npet result to-date has been & further tightenlng of
long-standlng rescrictiens on Palestinlan economic develeopment and a marked
deterloration in living conditlions and economlc activity.

{b) pPalezstinian jnitiatives for self-reliant economic development

10. In addicion to Israell responses aimed at containing the damage o the
Israell economy, other economic dimensions have become central to  the
conflict. One of these 1z related to the econoilc measures taken by the
falestinians In the occtupled territories within the context of the uprlsing.
In additien to acts of refusal o recognlse the legltimacy of Israsl}
authority, these actions include espousal of specific policy wmeasures desligned
te disengage the Palestinian econcmy €£rom Israel and from instlitutions
controlled by the occupation authoritles., These steps were Ilntended teo
increase the population's means of “steadfastness” (sumoud) and their
‘economic resistance' to the occupation. The significance of these advocated
policy measures qoes beyond theltr potential for promoeting shert-term
self-reliance throughout the uprising. Of equal interest is the fact that the
Phlestinian economic measures promoted since December 1987 can be seen as the
beginnings of a consclous Palestinlan policy for the revival of the natlonpal
SCOnomY .

11. Throughout the wvarlous stages of the uprising. new planks of this policy
were Introduced and elaborated according to the changlhyg conditions of the
conflict with the authorities.i8/ They include: early proposals for a
poycort of Israell products and promotlon of Palestinian self-sufficlency:
subsequent calls for supporting indigenous Palestinian preduction facilitles;
& "return to the land" and agelculture; and creation of alterpnative employmsnt
opporctunliies for Palestinians who ceased o work as migrant labourers 1in
Israel or resigned their posts In the Israeli civil administration. A humber
of these proposals crystallised recently within the context of programmes and
related prolects under the general theme of strengthening the palestinian
"household economy™ 1n rural areas, refugee camps and some urbah communities
by producing meat. vegetables and frult and increasing local employment.l®/

12. oiven the intensification of Israeli eoccupation practices. the
Palestinian “economlic uprising” has gone further than elaborating policy goals
and programmes. Measures reported since December 1987 include:20/ the “tax
revolt®: suspension of rent ccllection by Palestinian landlords; increasing
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reliance on alternative structures and authorities; distribution of food and
rellef needs by popular committees to disadvantaged secticns of the community:
prevlsion of agricultural 1lnpurs and seedlings offered at cost to households
and small farmers; solldarity by the commercial sector with the uprising: and
absenteelsm by migrant labourers from work 1n Israel at rates ranging from 20
te 100 per cent during different phases of the uprising.

13. These developments cmbody significant departures from the trends which
characterized the Palestinlan-Israeli ecohomic relationship since 1967. For '
the first time on a wldespread basls, an agenda For Palestinlan economic
revival is being elaborated and implemented in the occupled territoriesz. This
constitutes a unique inltlative by the Palestlnian pecople to enhance the
wptions for development, mobilize local and internatlonal resources and bulld
the instltutlons needed to fashlen a national economy based on thelr lnterests
and experlences. These asplrations dessrve recognition and commensurate
Support 50 that they may be elaborated. ratlonalized and co-grdinated within
the context of internatliconal development assistance 1in support of the
Palestinlan pecple’'s efforts.

{ct MNew lcy measures

14. when Israell economic policles2l’ were challenged by the uprising, and
aftet a month of employlng security measures to malntain order and stem the
uncrest, the authoritles began to Introduce varlousg economic measures. These
included: 22/ preventing Ffood convoys from entering areas under curfew; a
two week ban on fuel ©il and petrol deliveries to the territories (except to
vital 1institutions): interruption of electrlielty and water supplles to some
Falestinlan towns and vlllages: restrictions on movement of people and goods
betwcen the wWest Bank and Gaza Strip, and on exports from areas of unrest: the
arrest of Palestinian merchants for violatlon of a wilitary order to remain
clesed at hours specifled by the millitary; withholding ldentity cards,
import/export licenses and travel permits until proof was provided of payment
of taxes. utiliey bills and £ines.

15. A3 concern 1in Israel mounted over "broader acte of civll dischedience
almed at severihg ties with the [sraeli authorities and establishing
alternative services,"23/ the Israell Minister of Defencc decided to- Eollow
a dual policy of security measures combined with administrative and economic
measures to bring "the level of violence in the zareas down to a minlmum in a
matter of weeks".24/ It was observed 1n the press at the time thar extended
curfews imposad by the authorities 1n the territories and the "semi- economic
war of attrition” were 1ntended “mot only to contain cthe riotg burt also to
exert aconomlc pressure on the inhabitants."23/

16, By mld-1988, most Israell measures were still in effect and pre 1983
sconomic relations had yet to be restored.26/ Meanwhlle, Palestinians
contlnue to elaborate new elements of their alternatlve strategles for
economic survival and development. A5 a senior Israell official noted in June
1988, “the jintifada. as a condltion. persists."2) 1Instead of directing
lncome and savings to consplouous consumption or resldentlal construction, the
Falestinlan population has accepted reduced 1ilving standards and shifted away '
Erom consumption of Israeli lmports. Inltiatives to encourage selE-sufficlency
and economic activitles at the houwsehold level were taking hold and a wide
network of self-help local popular commlttees were activated throughout the
territories. particlpating in the provlsion of health, education. welfare and
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economlic services to the local population.28/ wvoluntary aid was being made
avallable to disadvantaged or targeted areas and secters of the population.
This groundswell of participatery development actlvity can be percelved as a
new resource generated by the Palestinlan uprising which -can compensate for
some of the shart term losses of dlsengagyement from the Israeli economy and
provide a basis for the endogenous development of the Palestinlan economy.

E. Performance of maip economic aggreggtes
l. Domestic product and structural change

17. The direction and rate of growth experienced by the Palescinlan economy
slnce 1967 are characterized by wuncertainty, sluggishness and perennial

Eluctuations. Growth has been fuelled from a number of sources over and above
domestic productlion. 1ncluding factor Iincome payments to labour enployed

cutside and unilateral rtransfers. These are subject to regular changes in
scale due to factors largely beyond the control ©f the Palestinlan economy
itself. one of the clearest trends to have emerged since 1967 is the falllng
contributich of gross domestle product (GDP). wWhergas oGDP constlituted 98 per
cent of gross national preduct (GNP} in 1968, this share fell to 66 per cent
in 1583, and recovered to 75 per cent by 1986, its highest polht since the
early 1970s.29/

18, The absclute level of «DP has been sublected to large divergences with
fluctuations in its per annum rare of growth especlially durlng the period
1980-198%, ranging from a low ©f - 9.7 per cent to a high of 5.5 per cent, and
giving an average annual growth rate of - 1.8 per cent between 1980 and 1985,
The high degree ofF lnstability exhibited by these and other flgures reflects,
inter alia, the 1impact of prolonged and successive waves of inflation
expetlenced in the Israell economy until 1985. This gphenomench, directly
transferred to  the occupied territeories throuwgh a pumber of factors
{especially wages and imports Erom Israel), has acted to distort Palestinlan
domestic prize levels and consequetitly to undermlne the real value of earnlngs
and output.»d/ The unpredictabllity of the growth path was highlighted in
1986. the latest year for which data are avallable. when a record olive crop
in the territeries and recovery 1nh the Israell economy and related sectors of
the Palestinlan economy encouraged an estlmated 58 per cent growth in GDP. at
current prices, from under $1 billion 1in 1985 e 1.5 bililon in 1986,
Disturbances in the domestle economy related to the Palcstlnian uprlsing since
December 1987 may be expected to have reduced domestlec ocutput. It 1s too garly
t¢ tell how strong the impact might be, but the effects are likely to be
strong in sectors linked to Israel (e.g. lndustry. tourlsm and services] and
those dependent on ptlvate savings (e.g. eonstruction), but less so in
relatively isolated sectors (especially agriculture).

19. while a process of structural change 1in the Palestinian economy can be
discerned. iz has taken place under turbulent conditlons and in a distorted
marner. The wolatility of annhual changes noted in different wvarlables
constitytes a majoer impediment t& copsolldating short term positive growth and
translating it inte sustalned economic development. This feature 1in the
Palestinlan economy has, since the 1%70s. undermined the potentlal beneflts of
increases 1n 1indigators such as ourput. 1ncome and investment in  the
territoties.
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20, The posltion of the traditicnal backbone of the Palestipian economy,
agriculture, has declined, ¥rom 34 per cent In 1968, aqriculrture's annual
average share in GDP from 1980 to 1986 stood at 26 per cent. Agricultural
cutput showed slgns of deepenlng stagnation, falling at an average annual race
of & per cent between 1980 and 1985. The sector has lost the prominence it
once enjoyed for a large part of Palestinlan society as the prime source of
employment epportunities. income and "tradeable goods®,

2}, A major re-orlentation 1in the saconomy was to be the growth and
conselidation of the 1ndustrial sector. However, this has not materlalized in
the 21 years of cccupation, The share of thls secror in GOP has remained low,
Eluctuating between 7 and 9 per cent since 1967, while growth in output was
negative from 1980 to 1985. The anhual growth rate of industrial production
has flugctuated between 16 and - 14 per cent over the 1%80-1985 period. glving
an average annual growth rate of - 0.6 per cent 1ln industrilal output. In 1986,
which was - as already noted - a year of exceptional economic growth.
industrial production plceked up and grew by 70 per cent. Uncertaln conditicns
since then, including the effects of the uprising. make it impossible to Judge
whether that performance heralds the emergence of a growth path stimulated by
a successful sectoral re-adjustment after a long period of stagnation.

22, The relative stagnatlon of agricultural and industrial output in the
occupied territories in the 19B0s has been only partly compensated Efor by
actlvity 1n other scctors. The major change since the onset of occupatlon has
been in construction, whose share of GDP rose from 3 per cent in l96B to an
average annual share of 17 per <ent in the 1980-1986 pericd. The averaqge
annual growth rate in construction 1o the 1980-15%86 perlod was around 7 per
cent. This hilgh level of activity has been motivated by a range of factors.
lncluding the need to  acquire shelter, weaknesses in local flnancilal
intermedlation, obstacles and/or uncertaintles surrounding invesctment in
Productive "growth-inducing® segtors, and the need to protect earnings from
the wvagaries of TIsraell inflationary pressures transferred to  the
territories.31/

23. Other sectors have alse changed in relative prominance. The share of
public services in GbOP fell from 19 per cent in 1968 to an average annual
fiqure of some 1& per cent between 1980 and 1986, Growth in this sector has
been posltive in most years slpnce 1980, at an averaqge annual rate of 5 per
cent, refElecting the relatively predicrable level of soclial services provided
in the territories, Trade, transport and private services (grouped
statistically as one sector) have also recorded relatively steady growth, at
an annual average rate ofF sote 8 per cent from 1980 to 19846. Thelr combined
share 1n GDP fell Erom 3& per cent In 1968 to an annual average of 33 per cent
during 1980-1986.

24, 7The instabllities In the Palestlnlen economy are further 1llustrated in
the relation of external income socurces to GHP and gross national dispoesable
income (GNDI}.32/ The grewth in net factor income, generated by Palestinian
migrant labourers working 1n Israel and elsewhere, has been steady and
signlficant throughout most of the occupatlon peried., espoeclally since the
mid-1970s. A similar depepdence on unllateral transfers from abreoad, 1n the
Eorm of migrants'  remittences and 1lnternatlonal ald., shows the Lnabllity of
the dowmestic economy to sustaln 1ltself, With the fall in demand for manpower
in the Arab States and the recent recovery of Palestinlan GDP, the shate of
transfers in GHDI has fallen to under % per cont since 1985, Neverthelcss. the
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rele of external financlal resources in Palestinian econcmic development
remalns predominant. Until 1986, transfers and factor income combined rangead
between annual proportions of 27 and 37 per cent of GNDI, underscoring the
wilnerabilicy of the Palestinian economy and 1ts incapacity to generate
adeguate financial resources for development and rational structural
transformation.

25. The impact of absenteelsm connected with the uprising on the level of
Factor Llncome in 1988 cannot be gauged yet, though a significant fall may be
expected. sSimllarty, the restrictions imposed on movement of funds into the
territoriesd3/ will be felt in the level of transfers reaching the economy.
This might be partially oEfset by the growth Lin internaticnal aid to the
territorles. Of special 1nterest 4s the extent to which the balance between
domestic and external income sources might change as a result of the

structural r¢ orlentatlons of 1968, thus providing indicaters of the potential
of the Palestinlan economy to transform the patterns and direction of its
development.

2. Personal income and censumption

26. Notwithstanding cthe turbulence in Palestinian economie development. the
Prast twe decades have witnessed relatively favourable rates of growth in
levels of individual prosperity, though this prosperity reflects the
avallabliliry of external scources of income and is not rooted in  the
Palestinlan economy ltselfi. Per caplta GNP grew by some nine fold at current
prices between 1968 and 1980, Erom $143 to $1.230.249/ :Including the
extracrdinary spurt of growth in 1986, per caplta GNP grew by an average
annual rate of 4.7 per cent from 1980 toc 1986; the exclusion of 1986 flgqures
reverses the trend since 1980 tc a negative average annual rate of - 3.6 per
cent. This provides a striking sxample of the wvulnerabllity of the aconomy and
its dependence on developrments in exceptional agricultural years, such as
1986, which do not constitute a £irm basls for the economy to withstand shocks.
in other years. nor for entrepreneurs to invest with any certainty.

2T. Private consumption expendlture 1nh the Palestinian economy Lncreased
through the 1970s, reflecting the growth in disposable income. From a level of
5657 millicen in 1975, agygregate private consumption expenditure reached $1.125
by 1980.2%/ This level showed little change¢ over the 1980-1985 perliod as a
whole. Recovery in 1986 naclonal income was accompanied by a large increass in
private consumption, Erom $i,195 miliion (in 1985) tro 51,691 wmillion. The
composlition of domestle privace consumptlon expendlrure shows that the share
of cxpenditure on manufactured goods has dropped from 45 per cent in 1975 to
J% per <ent 1In 1986 in favour of increased expenditure on services.
Expendicure on agricultural products (mostly food) has kept a stable share of
demestic private consumption expenditure,. at arcund )4 per cent.

28. Though the share of prlvate consumption expenditure in gross disposable
private 1income grew between 1980 and 1985.36/ this reflected the slugglsh
performance of the latter rcather than any significent 1ncreases in absolute
levels of the Former. By 1950, Palestinian private consumption expenditure
attalned a level which was not subsequently improved upon. despite small
increases in disposable 1lncome. The behavlour of per capita consumption levels
1llustrates similar tendencles. Wwhereas per caplta consumption expenditure
grew from 571 1in 1975 to %980 in 1980, this 4id not contihue afterwards.
During 1%80-198%, palestinlan per caplta consumption fell on average. This
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conElrms the 1mpression that the galns reglstersd in some indicators of
standards of living under Israell occupatlon {e.q., as in the 1970s) were
Eraglle and easlly reversible. This 1s particularly the case since such
increases do  hot reflect fundamental structural re-orientatlons. The
exceptlional galns ©f 1986 must be 1Interpreted with caution and do not
invalidate these observations., Moreover. the unrest sipnce Decembar 1987 may be
expected to accentuate the tendencles observed, as expected falls 1In
Palestinlan natlenal income are felt in overall consumpticn levals.

29. Domestle consumption patterns have demonstrated notlceable changes since
the Palestinian uprising. In the absence of comprehensive data, these changes
can be best gauged through reference to exports of [sraell merchandise to the
territories. The flrst indications came 1n a survey of Israell food producers

who reported that sales had shown "modest” declines. thoush certain Ecod
importz Wwith readlly avallable domestic substitutes reglstered greater
reduction, 31/ including Palescinlan consumption of Israell meat
products.38/ consumption of Israeli building materials also fell, indicaring
2 slow-down Lh Palestinian constructlon activity.22/ one of the most
significant decreases In consumption of Israell- lmports was reglstered 1in
textiles.40/ Israeli textile firms thet sell all or part of thelr output in
the territorles and which tradltionally rely on Palestinian sub- contractors in
Hebren and Gaza were especlally hard hit., Within five months of the uprising.
exports «f Israel)l goods to the territories had fallen by 30 per cent , AL/
Thetrs were clear indications that owverall consumption of durables had fallen
sharply, whlle consumptlion of most staples showed less declipe and was
accompanied by shifts in 1ts composition.32/

3. Savings and investment

. M important inhdicator of the evolution of the Palestinian economy is
found in the performance of savings and lnvestment rates, which reflect the
interplay of domestic and external 1income sources. Palestinlan private
savings, though bolstered by the Lmpact of factor lnocome and transfers Erom
abroad, have declined at an annual average rate of -15 per cent during the
pericd 1900-1985.43/

31. The average annual level of private savings in the 1980-83 perlod was
$345 million, but In 1984-1986 thi=s average fell to 3225 mililon. Recent
trends In the savings rate are not encouraglng, whereas private savings
averaged some 2] per cent of gross prilvate disposable income during the
1980-1%83 perlod, thils average fell sharply to 14 per cent for the period
1984-1966. Simlilarly. 1980- 1983 witnes=ed a relatively strong performance 1in
the share of prlvate =avings in GUDP, at anh averade rtate of 33 per cent.
However, between 1984 amd 1986. c<lear signes of dls-savings emerged, with an
average annual rate of 138 per cent.

J2. Investment rates, covering private and public fixed capital formatlon and
changes Llh stogk., weakened less in regent years, though simllar trends are
obsetrvable. A5 has been the case for most of the pericd slhce 1967, private
investment, concentrated 1n resldentlal conscructlon, contlnued to account for
the bulk of domestic investment. This share fell Erom an annual averaqe of 85 p
per cent between 1980 and 1983 to 82 per cent in the 1984 1986 perlod. hs the
gross domestic capltal formatlon (3DCF) Eell from $2350 million in 1980 to 3281
million in 198%, 1ts average annual share in GDP fell from 31.5 per cent
between 1980 B3 to 29 per cent in 1984 86. The 1986 recovery ln GDCF brought
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investrment to a high of almost $500 miliion, representing the accumulation of
olive and oll stocks 1n 1986, This pushed the investment rate up to 31 per
cent of GDEF in 1986, Though this constitutes a relatively strong ratlo, 1ts
composition, coupled with the fact that savings have been largely fuelled from
neil domestlc locome sources. reduces the contribution of this facter to the
real growth of the domestic econowy.

C. Malor sectoral developments

1. Agriculruredd/

33. BAgricultural output began a steady decline Ln the 1980s. This followed a
decade of growth which had come about largely as a resule of increases in
production efflclency, a shift away from tradicional subslstence crops and
concentration on a range of cash crops with gopd export potential in Arah and
other traditional markets. From a peak value of %35 million in 1980, the
total market value of output Fell to $216 million in 1984. Cutput subsegquently
regained, and then surpassed earller levels, reachlng over $600 miliion 1b
1986, This was due mainly to the record alive harvest in that year, wvalued at
$158 mlillion, compared to an annual average of §35 mlllion for the previcus
five years.

34. The major transformation within agriculture since the 1970 has been the
shift away from field crops to the more renumerative vegetables and melons
demanded Iin Israzli and international markets. Field crop output Fell from
46,000 tons in 1980 {worth some ¥$16.5 million} to 32.000 tons in 1986 (valued
at under $i0 million). This was accompanied by a rise 1ipn vegetables from
232.000 tons ($50 million) in 1980 to 2B87.000 tons {(§85 million) 1in 1986. At
tht =ame time, melon productlon rose from 49.000 tons (%7 million} 1in 1980 to
74,000 ($15 million) in 1986. These parallel developments reveal differential
rates Lo {valueston) productlivicy in the mejor branches over the perled,
another siqnificant factor has been the rising cost of 1inputs other than
wages, whose rotal value grew by 82 per cent in the 1980 1986 perlod. compared
to a 69 per cent rise in the value of output. This differcntlal led to a
cmaller rate of grewth in income originating in agriculture te farmers
(including wages) of 66 per cent, 45/

35. A number of bettlenecks and restrictlons have deprived the territories of
the potential benefies offered by re-structuring Palestinjan agriculrure,

conslderable pressure has been exerted on most agricultural branches through
1sraell peolicles and practices. 46/ Promlhent among these are: restricted

actess Lo water resources and 1rrigation supplies: the squeexe posed by land
confiscation peolicies on land suitable for large-scale £ield crop farming as
well as better quality adgricultural land: regulation of cropplng patterns:
restrictlons onh plantlng new Eruit trees: allowing unfettered entry into the
territories of lower-priced subsldized Israeli agricultural goods: and strict
conttrel and regqulation of agricultural marketing and eXport.

36. BRgriculture offers other sectors an important 1lmpetus to growth., but it
has been impopssible to reallse sustained development because of the timited.
tentative and undirected nature ofF shifts in production. This is largely
because changes in the compositlon of cutput reflect the impact of external
and natural Cfactors. These have had negative ramifications, in terms of
agrlculeure’'s ability to mobilize and allocate resources efflclently and to
ratignallize production in line with market conslderatlions. Other sectors have
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alsoc been restricted in terms of linkages to agriculture and the abllity te
share the burden of readjustment through absorbtlon of labour. new investwent.
enhanced efficlency and increased output. The fragmention and low arcticulation
within the ecconomy. coupled with the absence of pelicles aimed at overcoming
these and other handicaps. has rendered agricultural decline the single most
identifiable and significant recent trend in Palestinlian economlc development,

37. In additlon to the new directions in “housshold® cultivation during cthe
uprising. other changes have been noted. frice levels of wvegetables have
recaently fallen due to weakened demand of the territories' iphabitants. new
marketing constralnts. and continued wunrestricted entry of Israell
agricultural produce. Sales and prilces of lecally produced sSsedlings, sSeeds
and other inputs have alzc fallen, while local slaughterhouscs have suffered
az a result of difficulties in marketlng Eresh meat. Problems have been
encountered throughout the sector in moving the output te local and eXxpert
markets owlng to securlty resterletlons, cutfews, and specific cases of
"ecollective punishment” of areas of unrest.43/

38, Desplte immediate shertfalls In productlon and marketing opportunities
faor wvegetables and frults. there are some Llndications ¢of positive shifts in
cultivators' apd consumers' attitudes to agriculture.28/ Local agricultural
Committees haye attempted to  reduce  the negative Impacer of recent
developments. Measures have included preventing marketing <of Israell produce
through local markets and promoting co-operative efforts to transport
FPalesrinian produce from farms directly to consumers. Farpers are being
encouvraged to benefit from the low prices of seedlings and the surplus of
avallable agricultural labour to plant new areas. lnputs have been distributed
at cost-price on a household and wholesale basls ln several oareas. A trend of
"returh to agriculture” can be notlced, even though the sector requlres
re-prganlzation and support to ensure that the “return™ 1s npot only to
subslstence and low-productivicty forms of cultivatlon. Some efforts have
stressed the need to cultivate staples, wvegetables and frules which can
substitute for the imports of these items from Israel. While this implles a
move away trom recent trepds to cultlvate sxport creps, it is doubtful that
the shilft will be s grear as to disrupt export posslbhilitiecs serlously,
However, dependence ol agriculrural 1mports Erom Israel could lessen as a
result.

2. Industry

39, Industry provides an example of minimal structural transformation amldst
Etagnation. Excluding 1986, there has been ne LIodustrial growth since 1980,
after a decade of cxpansion. whlle there has been an increase ln the number of
production wnits, thls has favoured swmall. fanily-based workshops .43/ The
share of private lovestment 1n machinery and industrial plant in the occupied
territories has been arcund 1% per cent of ¢DCF ln most years, mainly in the
form of replacement of obsolete stock.29/ Growth in industrial employment
has been slugyglsh. within the range of 3 4 per gent per annum.

10, The relative welght of ©branches within the sector has shown little
Flexibillity. with c¢onstant dilfferentlal levels of revenue. labour intensivity
and productivicy.5l/ In the Gaza Strip. monthly awverage revenue since 1980
has been greatest in two branches: textlles. <lothing and leather produces;
and, basic metal and metal products. In the West Bank. the historlcally more
developed, diversified and integrated industrlal structure has helped to
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maintaln the promlhance of three majer branches: food, beverages and tebaceoo:
plastics and chemical products: and, textiles. leathker and clothihg. In both
territories, the textlles, clothing and leather branch has been the major
employer within the 1ndustrial sgector, followed by Pkasic metal and metal
ptoducts in the Gaza Strip and food, beverages and tobacco in the West Bank.

4l. Productivity betweoen 1980 and 1986 (in terms of average monthly revenue
per employed person) was highest 1In the West Bank food and beverages
industries, between $3.000 and $4.000. In the Gaza Sirip. productivity in no
industrial branch has rlsen above $1.000 {except in food, beverages and
tobacce 1n 1986}). In other branches in the two territories, productivity 1s
well below %$1.000, {except for plastics and chemicals). The differential
between the West Bank and Gaza 5trip in the same branches is manifested in the
gap In the twe territorles’ regpectlve levels of tndustrial preductivity.
Productivity of all branches has improved in the West pank from $6800 in 1980
to 51,100 in 1985, reaching a record high of %$1.500 in 1986, In the Gaza
strip., productivity has bean low, at between 5370 and 5500 from 1980 to 1985,
rising to $€70 in 1986.

42, Ohe aspect of Israell industrial development policy affecting the
Palestinian economy has led to the emergence of a significant sub-centracting
branch 1n the occupled territories, geared to finishing., assembling or
processing Israeli raw or cemi-processed materials {especially textiles, some
food products and construction materlals). Meanwhile, 1in areas bordering
Israel there has been a growth of small-scale workshops speclalizing in
low-cost  repalrs of fsrasli cars, trucks, agrlcultural machlnes and
implements. These activities, previously not known on a wide scale, are a
major aspect of the transformation of the Palestinlan economy since 1967. It
has been caleulated that the walue of sub-contracting related industrial
activity has amounted in recent years to $150 - $200 million annually.32/

43. RNotwithstanding the streong performance in 1386 of the economy. there is
little evidence to suggest that 1industry wlll be able to lead cthe territories
on a different path of development from the one followed so far. Production
and marketing patterns, influenced 1n several branches by the sub contracting
arrangements with Israell enterprises., show no signs of changing. Investment
in industry has tremained low slnce 1980, and rigldities in structure between
branches are exhibited in the limited changes in relatlve revenue. employment
and productlivity rates. Lhdustry hag few means at 1tz disposal to determline
siwmificant transformations, 1n cerms of srcale or orqanlzaticn of production,
Investment. labour abserbtion and productivity, or composition of outpug,

44, The debilitation of Palestinlah 1lndustry might have been avolded were it
ot for the 1impact of Israeli policles. While the first vyears of the
occupation withessed a degree of Israesll government support. this was
discontinued and gradually replaced by measures which have osciljated between
neglect and outright discouragement. The former is manlfested by the absence
of policles., institutions or requlaticns Ffavouring the rationalization and
development of a local industrial base. Israell authorities have also applied
&4 range of measures designed te curk and regulate industilal development in a
way that ensures 1integration 1into Israell ipdustrial strategies.33/ These
are mainly related to the difficuleles Inherent in compsating with the domipant
Isracll economy and the unrestricted penetration of local markers by
relatively better guallity. lower-priced lsraelil manufactures, Hestrictive
practices have also Iincluded delays or cobstacles in 1ssulng bullding ot
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operating permits for enterprises which are considered to compete with
existing Israell industries, import contrels on Industrial wachinery and
labelling regqulations which restrict entry to ILsrael of certailn fcod products
and pharmaceuticals. Other measures have indirectly affected the scope for
expansion, including high rates of taxation. sShortages Lln capital, raw
materlals. epergy and certain skills.

45. The uprising in the territorles mlght encouraqe a disengagement ©f sohe
Industrial links 1in the Israeli-Palestinlan economic relatlonship, especlally
In areas related to sub-contracting. However. in the short term at least., this
will entall. serlous losses to small-scale Palestinian industrles and
entreprencurs owlng to the small domestlc market and the rigldities of
industrial strugture. One large factory in the West Bank has already shut down
temporarily while others have reduced production.34/ There have been scriocus
difficuleies in malntalning raw materlal supply from/through lsrael, whlle the
comuerclial strike has discouraged productlon of some branches (plastics. wood,
metals and  electrical appllances., and tourist goods).33/ some local
industries, however., have experienced rlses ln demand a= consumers atteppt 9
switch from Israeli imports. The possibilities For maintaining outpur levels
while concurrently "disengaglng” from the Israell econcmy depend to a lacge
degree on entry «f Palestinlan products o new markets. Until now, most
industrial exports to Arab markete are restricted under the Arab boycott of
manufactures using raw materials obtained from or through Israel.36/

i Labour developments and employment in Israel

46, By 1987, the Palestinlan labour force had grown to 277.800, continuing a
trend of relatively high growth since 1984, after a decade of manpower drain
engendered by migratlon in search of employment largely in the Arab
states.93/ tThis has encouraged a gradual rise in the crude labour force
activity rate, from 34 per cent in 1580 to 36 per cent In 1986 and a high of
38 per cent in 1987.58/ 1n 1986, 48 per cent of all employed Palestinians
worked away from their locality of residence. mostly commuting to work in
Isre=el as well as to other lecalities in the terrltories,

47. The sectoral composition of the domestlically employed labour force
confirms the bread cutlines of structural changs encountered above. The
largest BhlEts occurred before 1250: changes since then have been relatively
small. Employment 1n Palestinlan agriculture has fallen steadily from 39 per
cent of the domestically employed labour force ln 1370 to 25 per cent in 1986,
The share of domestic lndustrial employment has meanwhille grown aoderately,
Erom 14 per cent to 16 per cent., Construction and other sectors have absorbed
most oF the shift out of agriculture. Thelr shares grew Erom 8 to 1l per cent
and 1% to 47 per cent, respectively.

48, It has been noted by the ILO that "the economic and employment sltuation
in the occupied Arab territories and prospects for development are largely
determined by external factoers and by wnconctollabla changes in the economlc
and politleal sitwatlon. as happened, for example, as a result of the
slackening of growth and the reversal of demand for manpower ln the countries
of the GQuif, or during the recent deterloration ©f the enployment market
situation in Israel or, yet adain, because of the events that have cccurred
since December 1937 whilch have resulted in a wave of absenteelsm on the part
of the Palestinian workers CErom the territories employed 1in Istael,“29/
Recesslon in the Israell economy {as in 1984 and 198%) has had the dual effect
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of arresting growth Iin Ppalestinian labour employed in 1srael whille alseo
encouraging a slow-down in Palescinian etonomlc activity and stimulating a
gtowth 1n palestinian unemployment. Most recent 1ndications show slignificant
disruptions in the level and patterns of employment 4n Israel. i1ncluding
decreased employment in Israeli constructloh and agriculture,

49. ©Of the two maln axes through which the Palestinian economy 1z bound to
Israel - namely imports of Israell merchandise and reliance on smployment
oppoftunitles in Israel - 1t 12 difficult to stAate which most 1mpalrs the
petentlals for Palestinlan economlc development. The two linkages appear
increasingly interdependent and mutually reinforcing. with the emergence of a
source of {income ta Palestinians working in Israel, there has been a rise,
albeit small in recent years, in Palestinlan private consumptien as noted
earlier, while a gignificant proportion of consumption expenditure was devoted
to goods and services purchased from Israel. / pecently., thls proportion
has declined. indicating the potentials for reliance on domsstlc rescurces.
Nevertheless. a clear trend of “disengagement” From the 1sraeli ecohomy cannot
yet be dedyced. This is supported by the fact that 1986 wltpessed & recovery
in factor income payments to the occupled territorles, concomitant with a rise
in the numbet of pPalestinians emploved in Israel from 89,200 1a 1985 to 94.700
In 1986, 1t was estimated that gome 109,000 Palestinians were employed in
Israel in 1987.81/ The propeortion of the Palestinlan labour force employed
in Israel has grown since the earlliest perlod of occupaticn, except in years
characterized by recession in Israel {e.g. 1975-1%77 and 1984-198%5). Whereas
12 per cent of the terelcorles’ labour force was employed in 1srael in 1570,
this flgure grew to 35 per cent in 1980, peaked at 38 per cent in 1983 and
fell afterwards to 36 per cent 1in 1986. Indicatlons are that the share
regained the level of 38 per cent in 1987.82/

50. Palestinlan 1ilabour employad 1in JIsrael earns a slgnificant part of
Falestinlan natlonal income. which reduce the overall deficlt th the current
account of the international balance of payments of the territories. Wages
pald to Palestinian labour (migrant workets and sub-cobtracting and repair
gervices) have been the single most significant scurce of external credit to
the FPFalestinlan current account 5Since 19580, reaching $480 miliion in
1986.83/ official estimates expected Palestinian “labour exports” to Israel
to reach over $700 million 1in 1987.64/ Despite earlier official forecasts to
the contrary. it is probable that labour expert rsceipts will Fall in 198%
owing to the slowdown in Israell absorbtlon of Palestinian labour sinece the
uprising.

4. he ANC1S eCctor; nkin mone xatie: nd 1c expenditu

1. The Palestinjan financlal sector centinues te be characcerized by the
Same shorteomings and marglnallty already noted by the  UNCTAD
secretariat 55/ There have been few. 1f any. significant developments to
Indicate that the occupation authorlties intend to promote the sector's role
in Palestinian cconomlc development. The only excepcion to this was the
. permission granted to the Cairo Amman pank to re-open its branches., in 1987
and 1908, jin Eamallah and Mebron, while the Bank of Palestine in Gaza was
gtill awaiting permiseion to re-open 1t2 Khan ¥unis Branch closed by the
authorities since 1967.46/ These indigencus banks have nhot been able to
expand thell role to the extent requlred. though they have begun to attrack
deposlits away Erom Israeli banks and provided a useful channel for financial
deallngs with Jordan and the rest of the world. The controls exaercilsed by
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Israel have Iimited the potential effectiveness of these Eacilirles. The
informal sector contlnues to play a small rele in Einancial intecmediation,
teflecting the absence of rellable financial facillties in the territories. It
had been recently reaffirmed that “the paucity of Einancial services is, in
fact. one of the clearest reflections of the underdeveloped state of the
palestinian cconomy."B81/ The 1role of the tax system 1in providing
entrepreneurial incentlives remalns nil and there are no visible lndications
that the authorities envlisage undertaking the necessary reforms. 88/

52. Silgniflcant aspects of the Palestinian uprising have been related to
Izraell monetary and fiscal polley in the territorles. Israell bank Branches
previcusly operating in the Gaza Strip have moved thelr offices outside the
area and thousands of accounts have been closed.$£2/ The Falestinlan
comperclal strike has caused great strains for many businessmen who have
incurred debts and overdrafts and there was a spate of lssuance of uncovered
cheques to pay for imports frow Israel.J® AFter two months, debes to
Israeli suppliers had reached between $50 to $70 million., Meanwhlle, new
restrlctions imposed on the amounts of funds permitted to be brought into the
territoeries, including Israell supetvision of funds te relief agencles, have
reversed the trend towards liberalization noted in chis respect in recent
years.1l/ The ban on moneychangers' travel to Jordan has effectively
paralysed the informal system they coperated in the past.

%3. There has been a sharp fall in tax revenue caused by the drep 1n
Palestinlan income, the wldespread “tax boycort* and resignations of
Palestinian tax collectors.?2/ countered by Israeli policies to enfotce
revenue colliection through a range of coercive measures.?3/ this has
highlighted the centrality of fiscal 1ssues in the terrlteries. There is a
dlstiner possibilicy that  4dhe limited servicez of the Israeli civil
Rdministration will ke reduced in order toc make up for the alleged heavy
losses 1n tax revenue.l4/ This is notwlthstanding renewed indications that
revenuss collected by the Israsli autherities Erom the occupled territories
continue to outpace its expenditures.I®’ The uprising has targeted Israell
taxatlon measures as a wmajor problem faced under occupation and adds urgency
te the need for serlous policy reform ln this area.
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part II

THE EXTERNAL TRADE OF THE OCCUPLED PALESTLIMLIAN [ERRITORIES

34. Part II depicts some of the major findings and recommendations emerging
from the study on the external ¢tradc of the occupled territorles
(UNCTAD/ST/SEU/T). " The study is intended to provide the basis for policy
measures almed at enhancing che contribution of the trade ssctor to the
economle growth and development of the occupled Palestinian territorises.
Particular attention 15 given to the role that the lnternatlonal community can
also play in this process,

A The role of trade in P stinlan econow
1. Trade perfotmance

53. Trade has played an important role in the economy of the West Bank and
Gaza strip before and since Israell occupation. Exports and  imports
constltuted arcund 50 per cent ofF GNP In 196571966, rlsing to 77 per cent in
1975 and declining te 62 per cent in 1986. In terms of gross domestlc preduct,
the share of trade increased from 54 per cent in 1965/1966 to 105 per cent 1in
1375, declining to 81 per cent in 1986 with imports rapldly incteasing to a
share of almost two thirds of total forelgn trade. This very high degree of
"openness” has rendered the economy of the occupled territories vulnerable to
external econcimic and pelitical forces. The lack ©f a central authority and
the inability to negotlate and bencfit from interpational agresments on trade
and flnance have further added to the wulherability of the territories’ trade.
Its potential Eor eontributing to the domestic economy has been contalned by a
varlety of constraints mostly lmposed under occupation. The relative “Ereedow
of cholce” 1in trade which the territories enjoyed was shattered as a result of
occupatlon since 1967. Consequently, the net result has been the emergence of
Patterns and terms of trade which are markedly unfavourable to the territaries,

56. since 1967, the occupled territories have been drawn progressively into a
clogse trading relationship with Israel. The closure of traditional trading
outlets made the terrltorles almoest totally dependent on israel for both
exports and imports. From a poEition of no trade with Israel until 1967, 46
per cent of Palestlinian exports were destined for Israel and 84 per cent of
importe originated in Israel {both in valu=s terms) in 1970, giving rise to a
deficit of $54 million.2%/ By 1986, 73 per cent of the territories exports
went to Israel. Israel’s share of Palestinian lmports., on the otrther hand,
showed a slow increase, standing ae 90 per cent in 1986. In absclute terms,
howaver, the growth of imports fron Israel over the occupation pericd was more
than nine- and- a-half fold between 1970 and 1986, reaching almost $800 million
by 1986. Accordingly. the territories’ merchandise trade deficlt with Israel
surged throughout the wo decades of occupation. to stand at $523 million in
1986. If one adds toe this the deflcit with other countrles, the merchandise
trade deflcit of the territorles with and through Israel (i.e.. not including
Jordan} stood at more than $600 millien in 1986 or 40 per cent of GDP and 30
per cent <f GNP in that year, This deficit was covered by fFactor income
derived from the export of labour to Israel and partly by the surplus {of some
$90 million in 1%86) maintalined in merchandise trade with Jordan, as well as
transfers from the rest ofF the werld., By contrast, the Israell poticy of
benefiting from low wage falestinian labour has both enabled it to control
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production costs and created a market for its own subslidized products Io the
territorles. This has led to greater labour export dependency on Israei and
consequently to lower domestic productlon and merchandise export capaclty Ln
the territorles.

. Trade ¢ ition

57. Wwhile agriculture remains the backbone of the territorlies' economy the

value of 1ts exports declined from $107 million in 1977 to $75 million in .
1986, The share of agriculturai produce in total exports has fallen from 42

per cent 1o 1977 to 1% per cent in 1986, This fall in the export capaclty of

the largest sector of the sconomy has serious impllcations €or the future rcle

of trade 1n growth and development of the Palestinian economy.

. 58. The market distribution of agricultural experts indicates the histerical
role played by Jordan and other Arab countries In  the absorptien of
Palestinlan merchandise exports. Since 1980, an annual average of 54 per cent
of agricultural exports went te and through Jordan to other Arab markets.
However, the wvalue of agricultural exports to/chrough Jordan has Eollowed a
daclining trend since 1977, reflecting a Eall both in gquantitlies and prices.
Much of this may be attributed to the general economlc recession in the
reqlon. policles aimed at supporting domestic agricultural sectors ln Arab
countries, and the entry of new competitoers 1in the tradltional markecs of
Palestinian exports. In the 1980s, Israel imported an annual average of 44 per
cent (F36 million) of Palestinlan agricultural exports.

59. agricultural imports 1Increased from $89 millicn in 1977 to 3130 million
in 1986, In 1tself, this 1s not necessarlly an unexpected phencmenon.
considering that the tertltories have not- been self-sufficlent in a number of
items, especially staples. The growth In foed imports has been s¢ high that
the surplus In agricultural trade enjoyed by the territorles until 1922 has
turned 1into a large and growlng deficlt, equivalent to $55 mllllion in 1986,
Almost all food ilwports come from Israel; they ate uhtestricted and ate
directly competitive with domestic output.

60. Meanwhlle, despite this gqrowth ln loports. surpluses of socwe types of
domestlc agricultural produce have accumulated without adsquate markets to
absorb them. Owing to the lack of overall guldance and markst orientation.
Earmers have tonded to emulate each other in the selection and producticn of
crops. especlally the traditional ones. They have achieved increases in
productivity 1n certaln crops, but the size of both dowestle and external
markets for the territories' produce has not shown a correspondlng increase.
constralnts 1mposed on agriculrural warketing have prevented Palestinian
agriculture Erom balanclhg and raticnallzing eoutput betwsen domestic and
external demand, while at the same time striving towards the achievement of a
greater degree of self sufficlency in certalin foods.

6l. With regard to industry, the situaticn does not appear mere promising.
Industrial products constituke the bulk of the territorles' exports. While
industrial exports have slgnificantly grown over the last decade, most of the
ingrease has been directed Lowards Israel, whlch accounted for more than 80 .
per cent of total industrial egpotts in 1986. Much of thiz constitutes
manufactured goods traded under sub-contractlng arrangements for seml-£inished
goods between Israeli firms and pPalestinlan producers. The balance of total
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industrial exports s composed of traditional output (olive oll. other

vegetable oil, dairy products, seap and construction materials), which has
continued te be absorbed through Jordan.

62. It may be inferred that Palestinian industrial «rade is highly dependent
on a single market involving specific production processes. the scale of which
greatly overshadows the production and performance of the 1ndlgencous
industrlal sector. The 1industrial export sector of the territories has been
effectively turned 1nto &n external enclave of the Israell industrial secror.
performing low-wage labour-intensive tasks that require fewer technlcal and
managerial skills. This allows Israell industries to concentrate increaslngly
on the development o©f new technology-oriented capital-intensive activities
that provide for higher value-added Industrial processes In which lsrael can
realise significant foreign exchange galns. The arrangement provides limited,
Af any. 9alns to the sconcmy of the territories and inhibits the development
of complementacrltles. linkages and Integration within the Palestinlan
industrial sector.

63, 1Israel has erovided close te 90 per cent of Palestinlian industrial
impores. during most of the occupation period, with a rapidly rising value
reaching $665 million 1ln 1986. A significant poretlon of this is constituted by
semi- £inlshed goods destined for processing in the territories and re export
to Israel, as mentioned above. The balance includes 2 range of consumer goods,
some of which compecte with local Palestinlan output. Close to 10 per cent of
the rerritories' ipdustrial imporrs orlglnate in other countries and enter via
Israell ports. The value of industrial imports from abread has risen from F40
million in 1977 vo $81 mililon in 1986. Around one per cent or about $l11
milllon of the total 1ndustrial 1oports of the territories origlnated
in/through Jordan in 1986, These include edlble gil. dairy products. paper,
textiles and metals intended for processlng and re -expert.

B. Factors affecting the development of Palestinjan external trade

l. sraeli licie ractices

€4. The poor trade perfotrmance of the two mest lmportant sacohomlc secteors
briefly examined above 1s attributed te a wide range of factors largely
reflecting the severe constralnts impesed under conditions of occupatlen. The
policy measures and practices of Israell authoritles have had a dampening
effect on the economy of the territories. including the dynamics of 1ts trade
sector.

{a) production copstraints

65. More than 52 per cent of the total area of the Sctupled tercitories has
been gradually breught under direct Israsll control. This has shacply reduced
the area davoted to rain-fed and cereal cuitivation and production after 1967.
The inevitable decrease 1n raln fed agriculture was malnly manifested 1in the
fall in cereal production. whiles the 1rrigated area and 1ts productivicy
increased through 1improved inputs and techniques. aggregate production has
remained falrly constant over the past decade. This has been an lmportant
impediment to expanding agrlcultural trade.
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66. Two important bottlenecks that have impeded expansion and intensificarion
of irrigated areas are water and capltal. out of total annval supplles of 800
mililon cublc metres, the Palestinlan inhabitants are allowed the use of only
110 million cublc metres despite the rapld growth of population, wWith the
balance avallable for use by [sras]l and its settlements in the territorles.
The Palestlnian lehabltants are not permitted to expleit thelr water resources
for the development of thelr economy. Deep wells are only bored for the
benefit of Israell settlers. thus causing the drying-up of shallow tube wells
in nearby Palescinlan willages. On the other hand, the hlgh cost of Eresh
water has Eorced farmers o mix brackish water with fresh water from springs
that were already ln use before 1967. This has alse led to the cultlivation of
ecertaln crops at the expense of others.

67. One of the most notable Israeli practices adversely affecting Palestinian
industrial seructure and cutput deals with sub contracting arrangements in the
cecupled territories. rThis practice has turned much of the industrial base of
the territories Into a de Eacto “free zZone" operating exclusively Eor the
benefit of Israell producers. The non existence of a central authoriry, trade
unions and other bodies capable of defending the jinrerest of Palestinlan
producers and workers has added to the range of anomalies wunder which the
Palestinlan economy struggles.

68. Ancther important factor which has adversely affected the economy of
occupled territoriez and helped create a caprive market for Israell output 1s
the growing number of unemployed and underemployed Palestinlans whoe have been
obliged to take up low-peid jobs 1lh Istrael. With the domination by Israel of
Palestinlan agriculture and industry, the engagement of close to 40 per cent
cf the Paleztinlan labour force in Israel has =strengthened Israsli control
over the trade of the territories and added to the wulnerability of thelr
econouy .

{B) PFinancial constralnts

6%, Scarclity of equity and working capltal has been anothar limitlng factor
for agriculture, industry and Interndtional trade. There are no specialized
financial institutionz geared to meet the financlal needs of agriculture and
industry. Inflatlon and the uncertainty of the Investment climate have further
complicated the problem for entreprencurs. L[ the area of trade., the role of
the branches of Israell banks, operating in the cerriteries as the only
flnanclal 4institutions wntll 1986, has rem2ined insignificant particularly
with regard to export import needs,

70. The use of over-draft faclilities from the branches of Israelil commerclal
banks in the terrltorjes is hawpered by constraints arising from both
Government regulationhs and banking practices. In addition, poor banking
services and delays in processing customs formallties have increased the cost
of 1mports and exports te Palestinian merchants. Ne nonetary and Eilscal
incentives are applled in order to reduce the <ost of exports which might add
to the competitiveness of the territories' outputs and 1increase galns in
international trade. Additional cbstacles have been imposed in the wake of the
recant uprising 1in the territcries. which speclfically affect the financing of
foreign trade. 1including the severe restrictlon of funds brought into the
territories.
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{c) Harketing constraints

TL. 1sraeli agricultural and industrial products are assured complete
protection in the occupled territorles’' markets. Mo tarilffs and/or non-tariff
regulations are appllied to the antry of 1sraell goods into the tercitories.
There 15 no limitatien on the amount and type of Israell goods entering the
occupled territories except those with high technolegy contents and military
goods. Many of the agricultural and industrial goods involved are subsidized
at the production level. In a captive market where the Israeli producers
benefit from a unllaterally imposed division of labour, the galns from these
subsidles accrue totally to Istaell producers and traders.

72. The production and marketing of Palestinian agricultural and industrial
goods are subject to strict regulations ranging from licenses to gquotas and
numerous administrative restrictions. The entry of Palestinlan agricultural

cutput into Israel and occupied East Jerusalem is subject to numetous
restrictions. Hlgh Eines are imposed on the territories farmers seeking to
find an outlet for their goods in East Jerusalem and ln Israel. Palestinian
exports to Israel are subjected to quotas. both by type and amount. covering
items that complement Israeli local production or that are either more
expensive toc produce locally 1in Israel or to 1lmport from elsewhere. The
tertltories' comparative advantage in both tradltional and new lines of
preduction is used to serve the lnterest of the lsraell economy.

T3. Direct commercial contacts between the territorles and the rest of the
werld other than with Jordan and ¢ther Arabk Statcs are malntalned largely
threugh Israell commerclal agents., Palestinians are not allowed to export or
import goods directly to and from outslde markets uslng lsraeli ports. Gaza
Strip producers alone have been allowed to export cltrus fruit directly to
Eastern Europe through the Israell port of BAshded. BLlEficult barter trade
conditions and inadeguate transit handling have caused this export to fall
from 20-25 per cent of cltrus production in the 19608 to less than 10 per cent
of the much lower production levels of 1987, while the restricticn on direct
trade with the rest of the world may have put the experience of Israell agents
at the disposal of Palestlinlan exporters/impotters, the cost-benefit aspect of
such a pelicy and its censegquences for the Palestinlan economy deserve careful
examinaticon. This constraint bhas prevented the Palestinlan entreprensur from
comling 1nto direct contact with external markets, leathing the dynamics of
supply and demand in these markets. searching Eor npew outlets and
concencrating on ways and means of reducing cost and maximizing gains in trade
with the rest of the world. In certaln markets. such as those in the Buropean
Economic Comounity (EEC) and in North America, preducts obtained from
FPalestinlan producers 1bh the occupled territories and from Israell settlements
in these territories have been marketed as Israell produce carrylng Israeli
broand pames. The Commlssion of the EBuropcan Communltlies is reported to have
asserted that this practlice ls not ohly Ln viotation of internaticnal law but
also an abuse of the preferential treatment extended to Israell products.33/

74, Domestlc trade of the cerrltorles 1s equally controlled by Israsll
producers and craders. The flow of farm products between the west Bank and
Gaza Strlp and within the territories themselves 12 subject to permlts from
relevant Israell authorities in the dlstrict of orlgin, The permlts speclfy
the Xxind of produce. gquantity, date of entry and rtoute of the vehicles
involved, on the other hand, free and unlimited entry of subsidized Israeli
gobds.  together with forceful warketing campaigns., has confronted local
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producers with stiff competiticn. The lack of institutional arrangements such
as marketing centres and research facllitles for improving and maintalning
quality and reducing costs, peor transport  facilicles, and numercus
administrative obstacles dealing with permits. paper work, and payment of
varlous levies have all rendered domestic trade costly and less attractive.

{(d} Infrastructural constraints

75. The less in quality and markets has adversely affected the 1lncentlve to .
invest in physical Infrastructures such as storage, cold stores. packlng and
grading stations, contalners and other prereguisites that are an absclute
neceszlty Cor modern export marketing, This has had a particularly damaglng
effect on the bulk of agricultural cutput that goes to Jordan and beyond te
the Arab hinterland. Despite the Llstaell “"open bridges” policy, trade with

Jordan experlences numercus obstacles. The transport facllitles are inadequate
and cumbersome for the shipment of products to Jordan. The cpen trucks do not

provide for sufficient pretectlon of perlishable goods. and are Eew 1n number.
They have to return empty within a short pericd and are held up Eor a
conslderable time for securley checks. Unpredicrable security measurez and
import restrictions as well as Israell customs Eormalities at the bridges have
frustrated Palestinlan traders. The risks of loss from delays in preparing
shipwents to Jordan and during the crossing of bridges are high.

76, In wlew of poor transport Eaclilities. Palestinian agricultural produce
continues to experlence problems with packagling which 1s done wilth the use of
lnadeguate wooden boxes, Thls 1s required in order to comply with League of
Arab States boycott provislons which prohiblet the entry lnte Arab markets of
materials produced in or imported through Israel. Ewvery effort is needed to
increase production of packaging materlals and to arrange for the grading and
packing of the produce to take place in the territories themsejves. The only
existing cardboard plant in the west Bank could be supported by increasing its
capacity and facllitating the importation of the regqulred raw materlals,

7. ome af the mest 1mportant gaps in the physical 1instituticonal
pre requisltes for the promotion of the territorles trade is the lack of a
marketing Facllity. The existing imstltutions. including <o-operatives and
thelr wunlons, chambers of commerce and Indlvideal exporters, are not
adequately equipped with the rechnical expertlse needed Eor the type of
activities required to develop and 1lmplewment approptlate sxpotrt promotlon
programmes. It is also equally lmportant to expand domestlc markets in the
tercitories. There are no 1ndigenous C£aclilitles created to achleve this
cruclal objective. This need was addressed by Conference resglution
169(v1L),78

2. Atab policles and practices

70. After 1940, the West Bank wae cut ©ff from lte traditional trading routes

to the Mediterranean and European countries. Hew routes had to be established

through the Jordanian port of Agaba. west Bank exports benefited from the

liberal Eoreiqn trade and exchange systems of Jordan and 1ts industries were

accorded protection against unfalr competition. Jordan maintained its trade .
relations with the West Bank after 1967. Trade relation= with the Gaza scrip

were also inltiated. Israeld restrictions on imports toe these territories

meant that trade with Jordan became virtually a one-way £(low from  the
territaries to and through Jordan, resulting in surpluses which pald for the
terrltories’ growlng deficit with Iscael,
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79. sSince the 1970s, however., the export position of the territories with
Jordan and other Arab countrles haz gradually deteriorated, resulting in
uwnmarketable surpluses of agricultural output which in turn acted as effective
disincentives to Palestinlan growers. Much of the reascn for this development
lles 1h a fall of demand in traditional export destlnations and in the Israeld
pelicles and practices epumeratad abowve which have prevented growers Erom
mailptaining thelr competitiveness, as well as in the continued occupation of
the territotles and the uncertalnties thls carries for the fucure.

BG. Trade with most of the traditional markets of the territories (namely.
Islamic Republic of Iran. Iraq, Lebanon., Saudl Arabla, Syrian Arab Republic
and the Arad countries of the GULE) has decreased considerably over tilme. This
leayes Jerdan as the most important external market Eor the agricultural
cutput of the territorles. This development comes at a time when Jordan 1tself
is eocnfronted with gqrowing precccupations cencernlng the marketing of its own
agrteultural output. In additioen, the application of League of Arab States
regulations which boycott goods produced 1n or imported through Israel have
had the effect of restricting Palestinlan industrlal exports to Jordan. In
complliance with these same boycott regulations, the agricultural expotrts of
the occupied terrirories to and through Jordan are consldered as belng of Arab
otigin and thus exempt from boycott. While thls has facllitated the exports of
the cterritories to Jordan and other Arab countries in the reglon, the
repackling and handling charges in Jordan are likely to inctease the Einal
price vis -4 vis similar products in Jordan. This is in additicon to the cost of
transportation from the territorlies to Amman and varlous levies and charges
lmposed by the {sraell authorircles,

Bl. These developments have prompted the Jordanian authorities to
pericdically examine policies wis-4-wis the agricultural and  industrial
sectors of the occoupled territories, The geals of these exerclses have been:
to gontinue to provide an outlet for the agricultural and industrial cutput of
the territories almed at ensuring thelr markets in Jordan and the Arab
countrles and strengthenlng the capabllities of the Palestinian pecple to cope
with discriminacing peolicies and practices of occupaticn: te abide by the
boycott regqulatlons of the League of arab States: and te protect domestic
Jordanian production sectors from unregulated compecitlon.

82. In line with the objectives enumerated above, Jordan has regulated
domestic crop production, accompanled by import guotas geared to wWest Bank
agricultural produce. Entry to Jordan is permltted for up te 50 per cent of
Westk Bank agricultural output {depending on the products copcernsed} and up to
6> petr cent of industrial ootput for firms established prlor te 1967 and
importing thelr raw materials via Jerdan., A number of ltems lmported to Jordan
{olive oll. stones, scap. handicrafts) were exempted from these requirements,
some firms established after 1967 were subsequently allowed to register in
Jordan in order to be entitled to the exemptlons. Jordan has alsc relaxed
requirements applicable to some ltems with respect to che importation of
industrial raw materials and equipment through Jordan as a pre conditlon fer
e¥xemption from boycett provislons, The effective 1implementation of these
favourable decislons. however, calle for coordination in production and
marketing and for improvement 1in formalitles and transpott facllities
affecting the export of the territorles te and through Jordan. The bullding- up
of the appropriate organizational infrastructures o deal adeguately with thls
cruclal task is an absclute necessity., Similarly. 1t signals the need for
increasing the acrive role of Palestinian inscitutions in promoting the
production and expores of these terricories.




To/E/ 1183
Page 22

c. External trade policies

l. Trade apd overall economic development goals

8. L[t 1s necessary to underline. at the outset, that ahy attempt at
improving the performance of the external trade sector must emapate from an
overall strategy thar 1s aimed at accelerating the growth eof the domestlc
economy at a rate faster than natural increases iln population. At the sectoral
leval, such a strategqy would have to concentrare on 1lncreasing owverall
productivicy  in agrilculture and  industry., with sufticlent employment
opportunities to absorh the growlng labour force, and expand the ocutput of
essentlal goods bY promocing lmport scbstitution industrles based on local raw
materlals and by expanding and dilversifying exports. while import
rationalization measures deserve careful examination in this regard, Ecasible
BXport promotion and diverslflcation policles should receive priority
attention.

§4. owver the past 21 years «f occupaticn, the economy of the territorles has
petformed without a strategy. governed by ad hoe impulses that were often
allen to its own interests. More than at any other time, the territories need
t¢ be provided with approprlate 1indlgenous Instcitutions to establish an
economlc ldentity of the territories themselvez reflectlng thelr needs and
providing prospects for their future development. Short of a comprehensive
development strategy. immedlate efforts need te concentrate on cetrtaln policy
measures primatrlly almed at increasing employment opportunitlies in order to
provide jobs for that part of the Palestinian labour force which functions
under precarlous clrcumstances outslde the national economy. It 1is necessary
to initlate the Dbasis for establishing a productive and wviable 1indigenous
Palestinian economy. This necessltates a restructuring of the economy wWith the
orientation &f production for the domestlc market and for exports by
developing complementarities with Arab economles and exploiting opportunities
] in other markets. In the absence of an indlgenous centrral authority. the rele
of entreprensurs and iccal institutions 1s now becoming crucial iIn the process.

85. The areas to be considered ar first should be those in which the
terrltorles demonstrated a comparative advantage in both agriculture and
industry. Emphasls could be placed op the lmprovement of productlvicy, gualirey
and diversificatlon of agricultural output and the development through
small scale employment -generating projects. The apundance of low-wage labour
and the exlstence of a poel of skilled and technlcally proficlent manpower
efthance the potentlal role that the private sector wlll be expected to play in
this connectlon. Given the simllarities that exist especially between the
territories and Jordan in the avallabllity of raw matcrials and other factors
of production 1n both agriculture and industry, and bearing in mind the
limlred =slze of their markets., efforts need to alm at achleving a degree of
economic complementarity between the territories, Jordan and other Atab
countrles.

86, Understandly. the realization of much of the restructuring reguired to
set the economy onb a path for sustalned growth and development and provide a
sound basis for external trade of the territorles Ig a relatively long-term
process, Parallel measures are heeded on a more urgent basls to revive Lhe
economy by provlidipng an impetus for activities that Increase output and
improve the balance of trade ofF the territories. Therefore., a two pronged
approach invelving both domestic and househcld economies 1s needed to achleve
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thisz cobjective. wWith respoct to the latter. the emphasis could be placed on
increasing crop and animal production For household consumption, thus reducing
dependence on imports. The ploneering work of Palestinian agrlcultural
coimittees to promote self-rellance with respect to certain commodlities
deserves support. Internaticnal assistance is needed ro provide the basic
requisites Eor developing and sustalning & programme of activities involving
the household sector in crop and animal preduction and processing.

2. oLt promoti rade concesslo

87. with respect to the domestic economy, efforts need to be concentrated on
increasing and diversifying production and promoting its marketing both
domestically and abroad. Immediate attention could be directed to the
marketlng of the surpluses that accumulate 1n the agricultural sector by
launching a carefully structured export promotion drive not ohly to increase
its share in traditional markets but to also penetrate new ones. The exports

of the territories have not increased at a pace that can further stimulate the
srowth of the productlve sectors. The terrlitorles' conparative advantage in
certaln productive sectors has not been explolfed owing to the Factors
enumerated sarlier. This is =0 desplte the fact that Palestinlan preducers
realize the importance of ldentifying new external markets.

BB. Even where hew markets are opened, the territerles have not been able to
take fulil advantage of the opportunities offered. A clear example i5 the trade
concession extended by the Eurcpean Economlc Community (EEC) to the occupled
Palestinian territories, In a move to enable the territorles ta benefit
directly Erom trade with the EEC, the Councll of the European Communitles upon
the proposal of the Commisslon, in October 1986 extended to the terrltories
trade concesslons similar to those enloyed by other countries of the reglon in
their trade with the Community.¥9/ <The Community has adopted autonomous
tarlEf arrangements applicable co imports inte the Community of produces
orlginating in the occupled territories. The Community has accepted chambers
of commerce in the occupled territories as authorlties qualified for issulng
certificates of origin and for ensuring the necessary adminisrrative
co-gperation. There have been numersus contacts between the Communlty and the
Israell authorities in order to enable exports to pass through Israeli
territory, the most economlc export route to Europe. Some trial shipments of
manufactured ygoods f[rom the territories by this route have recently been
gffected. However, the Israell authorities have not yet allowed Palestinian
agricultural producers direct access to EEC markets. The Community has
repeatedly stressed to Israel the lmportance 1t attaches to the effective
inplementation of 41ts trade measures, without any adminlstative or other
obstacles to Palestinian exporters. Israell authoritles have arqued thar they
should be able to co ordinate Palestinlan exports Lo Europe 20 as o ensure
that their own exports to these markets are not subject to competition Erom
similar Palestinlan preducts. It is only wvery recently that the Israzli
authorities are reported to have agregd. in principle, teo the idea of allowing
the export of Ppalestinian agriculrural produce directly 1o Eurcope through
Israel. Palestinlian preducers are awalting the implementation of this
agreement in the 1988/B9 agricultural year and discusslons are under way aimed
at overcomlng exlsting difficultles with export procedures,88/

89, A similar move of support for the economy of the territories has been

recently made at the Ministerlal Meeting on the dilobal $System of Trade
Freferences (GSTP) among developing countries members of the Group of 77.81/
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dutles by 1992, The territerles should be able technically to meoet
expeccations in such a competitive environment. Palestinian producers’
organizations, universitics and research centres could play a significant role
by moblilzing resources and co-ordinating efforts on research aimed at
improving the qualicty of agricultural and industrial output. This could be
accompanlied by strong sales promotion campaliqns on behalf of =mall producers

using wvarlous channels aimed at increasing the share of markets for the
territorles’ output.

94. The Impact of external concessions on the price structures of exportabls
comumodities and on the distribution of gains among the various actors involved
in the production and marketing processes egually requires gareful
examination. The present structure and operatlon of agricultural 1nstitutieons
need to be oriented to the new opportunities 1in order to encourage a realistic

price structure of exportable cutput. thus providing maximum benefit to the
sector/branches concerned. Similarly. land eenure arrrangements and market

relations among producers nheed careful treatmenk SO as to ensute an equicable
distributicon of galns amcong all producers. Spaclal attention should be glven
te the significant contribution of small land owners. share croppers, and
tenant farmers who are in dire need of remaining on the land. The same applies
to small preducers involved 1ln the industrial sector.

4. The urgency of direct Palestinian marketing arranpgements

55. The direct marketing of exportable commodities responds to the urgent

need to optimize cthe galns of external trade and ensure thelr egqultable
distribution among the contributors. The past position of the Israell
authotrlities, whereby part of the territorles’ output should be marketed by
Israell agencles and the rest sent through "open bridges® to Jordan places
unjustlfiable constraints on Palestinlan producers. To deny Falestinian
producers the right of direct export while granting this right to Israeli
settlers in the terrltories is a clear penalization of the Palestinlan
producers as agalnst Israell secclersf/producers, who furthermore enjoy the
benefits of concessions., subsidies and services detiled to the indligenous
inhabltants of the territories.

96, Israeli policles towards the Palestinlan external trade sector have
resulted in an lwporcant missing link in the instltutichal infrastructure of
the trade sector in the territories. In order to take full advantage of the
opportunities that trade offers for the growth and development of the
Falestinlan economy. Lndependent local facilitiss ought to be created. The
cstablishment of a palestinian trade promeoticn and marketing Facillty would be
a first step in this directlon, especlally with respect’ to eXpansion of
agricultural exporets from the tarritorles., Such a facility would be the
nucleus of an independent trade promotion and marketing organlzation ln the
territories.

87. The proposed marketlng facllity could collaborate with existing local
institutions regarding all technical and adminlstrarive tasks involved in the
identification, preoduction and marketing (including grading. packlng. cold
storage and processing} of exportable goods from the territories. The same
Eacility could also be entrusted with authority tc deal with local marketing
needs and c¢ould operate a branch eacth in the West bBank and the Gaza Strip.
Action needs to be 1nitlated wurgently to  investigate the technical,
admlnlstrative, fipnancial and other rtequirements of such a Facillty and to
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obtaln the necessary authority for its operation. The EEC offer to provide
technical and, 1f necessary, €lnancial assistance for the establishment of
eXport structures 1s a welcome move in this direction.82/

98, An adequate and efflcient transport system is another Important
prerequlsite for the promotion and development o©F the territories' trade.
while local institutions, including munlcipalities. can contribute to the
improvement of the present trahsport system, wmuch ¢F the physical
Infrastructural requirements would need to be met by Israeli authoritles.
Moreover. the provislon of refrigerated contalners and trucks, improvement 1n
customs and security formalitises, and installation of more nodern equipment
for menltoring of gocds would also need to be permitted and encouraged by
Israell authoritles.

99, The trade of the tetritories with non- Arab markets, elther through Jordan
or Egypt, 12 hampered by the hlgh cost of transport and the long duratlon of
the Journey involved. This has had an adverse effect on the guality of the
goods reachlng their Filnal descinatlons. Obvicusly, the rise In cost and
decline 1in 9guality atre detrimental to the perishable exports of the
territories, especially in the highly competltive markets of Western Burope or
vorth America. The most Datural outlet for such exports is the development of
the port of the Gaza Strlp. In addition to the existing fishing port. which is
specliically deslgned to mest the requlrement of the Gaza fishing community,
the commerclal port that exlsted prier to 1967 alsc needs to he re-copened and
developed to accommodate the future trading requirements of the occupled
tercitories. The Israell authoritlies and the 4international community could
contribute to the constructlion of this vital facility. Inm the meantime. the
proposed Palestinlan trade promotion and marketlng Eacilities would need to
obtain transic facllities through Israeli sea and alrperts for direct access
to internactional markets.

5. Other trade- support measures

100, Paraliel wlth effores te mest the wvarlous Institutional and physical
infrastructural regquisites outlined above, a number of policy measures could
Eurther enhance the vital role of trade 1n the economy of the territories.
This would reguire above all the rescindlng of many related Israell orders and
meagures adopted since 1967 whlch have inhlblted trade and other economlc
activitles in the tercitories. The maier 1ssucs ¢Cutlined in the following
paragtaphs need to be urgently and serlously considered.

101. Efforts to elimlhate the numercus admlnistratlve constralnts that have
abstrucred economic actlvltles affecting the trade of the territerles could
Erultfully be set 1n metion., HMost  importantly. such relaxation would
necessitate the abolitlion of mllitary government requlrement Efor permlts to
start a new busipess, &xpand a product line., diverslfy crops, export a
consumer good or lmport manufacturing equipment and the like,

102. The occupled Palestinlan tertltorles need to be treated as an entlty with
distinct eceonomlc 1nterests. Israeli policies over the 21 years of occupation
have treated the territories as an extension of the israell market, while
impalring their particlpation in benefits that accrue, The market of the
corcupled territorles should bhe treated independently of Israel and subject to
the laws and regulations of the tercitorles.
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103. The severe shortages of financlal rescurces In the territories and the
lnadequacy of financial institutions deserve serious consideration. Given this
unique problem of the terciteries. a more imaginative approach Lo the monetary
and Eiscal aspects of economic policy may have to be pursued in order to
revive the economy and expand trade. The implementation of the suggestions
embodled in previous reports83/ could go a long way to contributing to such
an appreach. Emphasis needs to be speclfically concentrated on areas that can
contribute to the expansion and development ©f trade. Regional and
international monetary and development Eilnance institutions can also play a
leading role in meeting the needs of the territories.

104, With respect to export earnings. it 1s necessaty to ensure the purchasing
value of these earnings to Palestinlan exporters who export through 1israel.
The conversion of export proceeds into the Israell shekel could be pegged to a
stable currency. such as the Jordanian dinar. which is the medlum of exchange
in the territories and is used 1n transactions wicth Jordan, in order to avold
undue losses that may arise from exchange rate fluctuations and the drop 1o
the market value of the [sraeli currency.

105. Attempts at encouraglng exports could include the exemption of small
exporters' profics from Income cax for a specified perlod of time. This is
vital Ffor the survival of these exporters as they have no Influence on the
prices of their output in domestic or external markets, Such profits could be
deducted from total taxable Income of the exporter. thus lowering the marginal
tax rate, Thls would provide greater incentive to small exporters to expand
business agtivities and stimulate non rraditional exports. thus contributing
to a diverslfication of proeduction.

106. As for export financing, arrangements could be worked ocut through the
intermediation of the branches <of local Arab banks and forelgn importers and
their institutions to provide lines of credlt 1n Favour of small exporcers.
This c¢ould be malntained until such time as the leocal banks can build up an
"export promotion fund” from small surcharges on lmports. and/or exports. In
this connection. the newly opened branches of the Calro-Amman Bank need to be
glvaa every support and thelr resources augmented Iln order to meet the growlng
financial requirements <f internal and external trade, External resources
could be mobllized and made avajilable at low interest rates, enabling these
branches to grant short-term credit to farmers and manufacturers.

i07. similar incentives need to be instituted in the form of exemption Erom
custons dutles on lmported 1inpurg used 1in the production of =mall and
non traditional expotts. Thils could cover the import of raw material amd
equlpment essential for such exports. The incentlve could be 1ntroduced
through a “"drawback™ arrangement which would ensure its appropriate use. In
view of financial constraints, exemption from advance Iimport deposits could
further strengthen the pesitien of small exporters. The amount of revenue
foregone through such monetary and/or fiscal measures could be adeguately
cowpensated for by the centributlon these measutes will make to the overall
volume of buslness activitles.

138. The case for the abolltieon of the value added tax on Palestinian businass
in the tetritories has already been made in earlier reports by the UNCTAD
secretariat.84/ This tax puts Palestinian producers and exporters at a

disadvantage compared te lsraells. who are compensated by numerous subsldies.
The same is true of an Israeli tax on lmports {"Tamah") which ralses the value
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of imports to/throush Israel for the purpose of purchase tagx, Desplite the
clalmed reductlon of lmporr tariffs, cthe "Tamah™ rates are much hlgher in some
cases than the reductleon In tariffs. As a result. the price of ilmported raw
material and equipment through [srael is5 15 to 25 per cent higher than in the
world market, As the external trade of the territorles is handled through
Israell middlemen. the Palestinlan importer has te bear the tax cost. The
existence of this tax further adds to the argument Eor abelishing the levies
that are imposed on the trade of the terrltorles under occupation.

D. Heale the intefnaticnal communit

109, consclious of the deteriorating economic cobdlitions In the occupied
Palestlnlan territories In general and thelr trade sector ln particular. the
uniced Natlons conference on Trade and Development, at its seventh sesslon.
adopted resolution 169 {vIL).8%/ rtThe resclution, inter alia, welcomed the
decislon of the EBurcpean Economic Communlity to give Palestinian goods and
products preferential access to its market on the basls of palestinlan
certlficates of otlgin. It urged all states to Eaclilitate the access of
palestinian goods and products to their markets and to continue providing
asslstance to the Palestinian people to snable them to develop their economy.
including the trade secteor. free of cccupatlon.

110. The concesslons made to the occupled territerles, as noted earlisr.
represent major multllateral and bilateral measures almed at asslsting the
Palestinlan pecple in thelr efforts to develop thelt economy. In order for
these concesslons to have a positive impect, action is needed by the Israell
occupatlon  authoritles and the internatignal community 4in support of
Falestinlan efforts. The 1staell occupation authorltics have the
tesponslbility to facllitate International assistance to enable it to reach
the Pralestinian people in the occupied territories. The internaticnal
community, through multllateral and bilateral arrangements. could maincain the
momentum of its asslstance to these territorles in order to enable the
Palestlnlan people o bulld up the foundation of a sound economy and Eoster
its independent growth and development. 1In additlon te the points stated
earlier, further attention needs to be focused on the Eollowing speclfic
lzsues of ilmmedlate concern to the external trade of che terrltorles.

111. Pendlng the establishment of a Palestinlan marketlng facllity.
international marketing facllities could extend thele asslstance to
Palestinian ptoducers in the occupied tetrltories by promctlng the sale and
marketing of thelr products. Such lomediate measyres could include short- term
credit facllitles, input provisions including carton= and packing facilitles,
sales promotion actlivitles, as well as trainilng and crientation programmes For
developlng a local cadte. FPeosslble joint wventure arrangements for the
precessing of primary produce could alss contribute much to this process.

112. The expertise of some of the Unlted Natlons organizations, such as the
International Trade Centre UNCTAD/GATT, in export promotion programmes could
alse provide Palestinlan producers and instituilons with the technical
assiscance they need. The Centte’'s wast koowledge and experience in  the
establishment of expott promotlon facllitles 1in many developing countries
cceuld benefit the territeorles inm the design of a comprebensive export
praometion programme, including the establishment of the proposed Palestinian
marketing organization.
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11). relevant multilateral and billateral sources could contribute to the
teopening and development of the commerclal port In the Gaza Scrip and its
related infrastructural Facilities. Pending that, consideration could be gylven
to poSsibllities of instituting transit arrangements for Palestinlan exports
to regiopal and international markets.

114, within the framework of the League of Arab Stetes. in line with declslons
of the Council for BArab Economic Unity {CAEU} and bearing in wmind the
provizions of the League of Arab States boycott regulations, the Arab Economic
and soclal Councll has adopted resolutions urging member States to facilitate
the entry inte thelir marketzs of Palestinian aorlcultural and indostiria)l
products. However, the access of Palestinlan produrts to many of these markets
has in Eact been falling Eor the economic and adminlstrative reasons mentioned
earlier.

11%. A Eresh attempt Is thercfore needed to revive tradltional Arab markets
for the agricultural and industrial products of the occupled territories. The
Arab markets in the reglon should provide one of the most satisfactory outlets
for the preducts of the territories. Any attempt at benefitlng from existing
and/ocr new Arab markets should concentrate on  areas that promote the
comparative advantage of the territories and develop complementarities with
thelr tradipng parthers. 7This would pecessitate better co ordination of
pelicles and practices that affect agrigultural and industrial production. As
noted. another wvital prerequisite for the success of such efforts is
improvement in the guality and delivery of exportable goods to these markets.

116. Another aspect which needs to be pursued urgently. especlally in view of
the Palestinian uprising in the territorles, 1s to review the effect of League
of Arab States boycott regulatliohs on Palestinian  export® and  the
implementation of thelr provislions in a manner thac provides increased lmpetus
to Palestinlan export capaclty and performance. The Counclil of Arab EBconomic
Unity and the Federation of the Unions of BRrab Chambers of Commerce and
Industry. within the framework of efforts aimed at achieving regional food
securlty, 1increased trade and greater economic integration ameong the Arab
counitrles of the reglon., could play a slgnificant role in promoting and
expanding markets 1in these c¢ountries for the products of the occupied
territories.

Notes

1/ ¥#or the protecdings of the seventh session of the Conference on the

adoption of resclution 16% (vil), see Report of the United MNatione Conference
on Trade and Development on its seventh session, (TD/ISL).

2/ PResponsez had been received, as of 15 July 1988, Erom the Federal
fepublic of Germany, the german Democratic Republic, Creece on behalf of the
States members of the European <Communlitles, Hungaty, the Netherlands,
Mauritania, Irag. MNiger, Nigerla. and the cComnission of the European
Communities,

3/ The pericdiclty with which data become avallable allows for an update
caoverlng maln statistical indlcators for 1985-1986 1in addiction to information
on developments in 1987-1988. See previous reports by the UNCTAD secretariat
on thls subject. namely “"Review of the economic conditlons of the Palestinian
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pecple in the occupled Palestinlan tercitorles" (TD/B/1065), 1985: “Recent
economlc developments in the occupied Palestinian terricories* (TD/B/11G2).
1%988; "Recent economic developments in the occupled Palestinian tercitorles:
with speclal reference to the flnanclal secter™ (ID/8/1142), 1987.

& Part II of this report summarlses the maln f£indings and
recommendations of an 1In depth study of the rele of the Palestinian trade
sector (UNCTAD/ST/SEU/7). This belng so, issues related to trade are not

discussed 1n Part I.
5/ See sectlons B and ¢ below.

&/ See “The Palestinlan Ffilnancial sector under I1sraell occupation®
(UNCTALSST/SEU/S and Corr. 1 and 2), 1987, chap. I.

1/ "Recent economle...” op.clt. (TC/B/LL02). paras. & and 42-3.
§/ 3See “"The Palestinlﬁn Elnancial..." op.cit. [(UNCTAL/SST/SEUS3), Chap. L.
9/ “Recent economlc...” op.clt. (TD/B/Ll1l42}, para. l04.

10/ “Report submitted to the Securlty Council by the Secretary General
in accordance with resolution 605 (1987} (5/19443), 1988, para. 49,

11 1LO. "Report of the Director—General - Appendlces {vol. 2)}" (Geneva.
1988), p. 3.

127 UNpE, “"Assistance Lo the Palestinian people - report of the
bdminlstrator”® {DP/l988/23). 1988, para 3.

13/ see: Jerusalem post. 14/1/88, 22/1/88, 26/1/88. 4/2/88, 22/2/88,
3/3/7Ba, 4/3/8A, &/3/88, /3788, A/S3/88, 11/3/88, 1373788, 1%73/B4, 2371/88,
217378, 30/3/88, 18/4/88; Yedlot Aharanot. 15/1/88 {in Hebrew): Filasteen al
Thawta. 9/2/88, 10/3/88, 17/73/68, 7/4/88, 5/6/88 (in Arabic): Financial 1imes.
2873/08: [srael BEconomist, March 1988,

l4/ Fillasteen al Thawra. 5/6/88 (1ln Arabic}. Earlier cstimates put the
loss ar $500 million (Jerusalem bPost, 29/4/688),

15/ Jerusalem Post, 17/5/88, 20/6/88.

is/ "fhe cumulatlive cost may well. however. be proportichately much
higher and harder to bear for the palestinlan economy in the occupied
territorles, For obvious reasons... connected with the unequal strength of the
tw economlas. the relatlonshlip of dependence and the effects of domlnatlon
that have been Iintensified by the restrilctive measures of all kinds applled
since the beglnning of the uprising.” ILD, "Report of the Dlrector General...”
op.clt. para. 25, '

13/ Sce Jaffa Press “The economic impliications of the uprising” in Al
Yawm al Sabi', 1174788 {in Areblc).

18/ Por detalled information on these initiatives, reference is made to
the pericdic communiqués lssued by the 'Unrifled wWatlonal Command ©f the
Uprislng' which may be consulted in editions of Filasteen al Thawra (in
Arabic) since December 1387,
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19/ Al-Fajr. 22/5/88.

20/ Jerusalem pbost, 18/1/88, 20/1/88. 1872798, B/3/88., 13/3/88, 1%/3/88,
16/2/88, 30/3/80. 25/4/88, 2/6/88: pl-Fajr, 7/2/B8, 22/%/88,

21/ ‘“por 20 years, Israell governments have deliberately not develcped
those areas and disregarded them as an indeperdent economic unit. Becausze they
feared that ecohionlc autonomy might insplre thoughts about political autonomy,
they Eostered dependency... When the Bank of Israel in the late 19705 examlned
the likely implicatlions of West Bank and Gaza self-administration. for Israel
a worrying pleture emerged. It was therefore proposed that under no

circumstances must an iron curtain be allowed to fall between Israel and the
tertitories..." ¥Yedlot mharanot., 15/1/88 (in Hehrew).

22/ Jerusalem Post, 1872788, 14/3/B8, 16/3/BB, 26/74/88, 27/4/B8, 31/5/88:
Financlal Times. 28/3/8R; sawt al Bilad, 1/74/88 (in Arabic).

23/ Jerusalem Post, 16/3/80.

24/ Quoted 1n ¥ilnancial TYimes. 28/3/788. ARlsc see Ppinhas iLandau in
Jerusalem Pogt, 22/2/88. and M. Benvenisti 1in Jerusalem post,. 1171788 far
analyses of the possible long term impllicatlons of the econcmic confrontation.

25/ yehuda Litanl in Jerusalem Post, 2071780,

26/ "tGiven the hardening of fcelings on both sldes, it is likely that
every form of Joint economlc activity, whether invoclving employer- employee,
producer-wholesaler retaller. contractor subcontractor, maufacturer-agent,
service provider client of patrther partner telatlonshlps, wlll become mere
difficult 1in the future." Israel Economist, March 1385,

21/ Jerusalem Post, 2/6/88.
8/ Ibid.

29/ Flgures in this section are calculated from: 1) 1Israel, central

Bureau of Statistics, Quarterly Statistjes of the Administered Territories.
vol., 1IX, MWe. 2. (Jerusalem, CBS. 1979)., pp. €3, 65, 69; 2} Israel, Central
Butreau of Statlstics, Judeda, Samaria and Gaza Ares Statlstlces (Jerusalem CBS,
1985), vol. ¥v. HNo. 1, Tables 6 and 13, pp. 168 and 175: 3) Israel., Central
Bureau of statistles, Statistical Abs of Isrgel, {Jerusalem, CBS, 198%).
p. 7ll: 4} 1srael, Central Bureau of Statistics, Statistic Abstrare of
Istael, (Jerusalem, CBS, 1987), pp. 705 and 707. Flgures origlnally appearing
in Israeli currency have been converted te Unlced States dollars according to
the annual average exchange rate in International Menetary Fund, International
Financjal Statlstics (Washlington D.C.,., 1MF. 15%86). Repeated devaluation of the
Israeli cutrency has brought the exchange rate down Erom the equivalent of NS
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Corrigendum

rage 1i, last line, (section B.2) and page 20, heading for section 2

For Arab policies and practices read Trade with Arab countries

Paragraph (1), twelfth line

Delete and others concerned

Paraqgraph 54, third line

For The study read It
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Paragqraph 77, first line

Paragraph 86, first line

For Understandly read Understandably

Paragraph 89, second sentence

5

the resolution calls read the resolution adopted calls

i

Paraqraph 114, first line

Replace the first sentence with the following:

Bearing in mind the provisions of the bovcott regulations of the League of
Arab States, the Arab Economic and Social Council and the Council for Arab
Economic Unity have adopted resolutions urging member States to facilitate
the entry into their markets of Palestinian agricultural and industrial
preducts.

Paragqraph 114, last line

For earlier read earlier in this report

Paragraph 116, fifth line

For The Council of Arab Economic Unity read The Arab Economic and Social
Council, the Council for Arab Economic Unity

Note 3, first line

Before the first sentence,. insert the following

Unless otherwise stated, designations of "the territories” and "the
occupied territories” denoted in this report refer to the occupied
Palestinian territories {(West Bank and Gaza Strip).

Note 32, first line

For calculated read are calculated

For Israell read Israel
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